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WNS (Holdings) Limited is incorporating by reference the information and exhibits set forth in this Form 6-K into its registration statements on Form S-8 (File
No. 333-136168), Form S-8 (File No. 333-157356), Form S-8 (File No. 333-176849) and Form F-3 (File No. 333-177250).

CONVENTIONS USED IN THIS REPORT

In this report, references to “US” are to the United States of America, its territories and its possessions. References to “UK” are to the United Kingdom.
References to “India” are to the Republic of India. References to “$” or “dollars” or “US dollars” are to the legal currency of the US and references to “  ” or
“rupees” or “Indian rupees” are to the legal currency of India. References to “pound sterling” or “£” or “pence” are to the currency of the UK. References to the
Euro are to the legal currency of the European Monetary Union. Our financial statements are prepared in US dollars. Until March 31, 2011, we prepared our
financial statements in accordance with US generally accepted accounting principles (“US GAAP”), which is considered our Previous GAAP. With effect from
April 1, 2011, we adopted the International Financial Reporting Standards and its interpretations (“IFRS”), as issued by the International Accounting Standards
Board (“IASB”). Our financial statements included in this report are prepared in accordance with IFRS, as issued by the IASB, as in effect as at December 31,
2011. To the extent that the IASB issues any amendments or any new standards subsequent to December 31, 2011, there may be differences between IFRS
applied to prepare the financial statements included in this report and those that will be applied in our annual financial statements for the year ending March 31,
2012.

The financial statements included in this report are our third IFRS condensed interim consolidated financial statements and IFRS 1, “First-time Adoption of
International Financial Reporting Standards” has been applied. These unaudited condensed interim consolidated financial statements do not include all the
information required for full audited annual consolidated financial statements and are prepared in accordance with IAS 34, “Interim Financial Reporting.” An
explanation of how the transition to IFRS has affected our reported financial position and financial performance is provided in Note 2.w. to the unaudited
condensed interim consolidated financial statements included in this report. Note 2.w. includes reconciliations of equity as at April 1, 2010, December 31, 2010
and March 31, 2011, and profit and comprehensive income for the three months and nine months ended December 31, 2010 and for the year ended March 31,
2011. References to a particular “fiscal” year are to our fiscal year ended March 31 of that year. Any discrepancies in any table between totals and sums of the
amounts listed are due to rounding.

In this report, unless otherwise specified or the context requires, the term “WNS” refers to WNS (Holdings) Limited, a public company incorporated under the
laws of Jersey, Channel Islands, and the terms “our company,” “we,” “our” and “us” refer to WNS (Holdings) Limited and its subsidiaries.

We also refer in various places within this report to “revenue less repair payments,” which is a non-GAAP financial measure that is calculated as revenue less
payments to automobile repair centers and more fully explained in “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
This non-GAAP financial information is not meant to be considered in isolation or as a substitute for our financial results prepared in accordance with IFRS.
Unless otherwise indicated, references to “GAAP” in this report are to IFRS, as issued by IASB.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains “forward-looking statements” that are based on our current expectations, assumptions, estimates and projections about our company and our
industry. The forward-looking statements are subject to various risks and uncertainties. Generally, these forward-looking statements can be identified by the use
of forward-looking terminology such as “anticipate,” “believe,” “estimate,” “expect,” “intend,” “will,” “project,” “seek,” “should” and similar expressions. Those
statements include, among other things, the discussions of our business strategy and expectations concerning our market position, future operations, margins,
profitability, liquidity and capital resources, and the impact of our adoption of IFRS, as issued by IASB. We caution you that reliance on any forward-looking
statement involves risks and uncertainties, and that although we believe that the assumptions on which our forward-looking statements are based are reasonable,
any of those assumptions could prove to be inaccurate, and, as a result, the forward-looking statements based on those assumptions could be materially incorrect.
These risks and uncertainties include but are not limited to:
 
•  worldwide economic and business conditions;
 
•  political or economic instability in the jurisdictions where we have operations;
 
•  regulatory, legislative and judicial developments;
 
•  our ability to attract and retain clients;
 
•  technological innovation;
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•  telecommunications or technology disruptions;
 
•  future regulatory actions and conditions in our operating areas;
 
•  our dependence on a limited number of clients in a limited number of industries;
 
•  our ability to expand our business or effectively manage growth;
 
•  our ability to hire and retain enough sufficiently trained employees to support our operations;
 
•  negative public reaction in the US or the UK to offshore outsourcing;
 
•  the effects of our different pricing strategies or those of our competitors;
 
•  increasing competition in the business process outsourcing industry;
 
•  our ability to successfully grow our revenue, expand our service offerings and market share and achieve accretive benefits from our acquisition of Aviva

Global Services Singapore Pte. Ltd. (which we have renamed as WNS Customer Solutions (Singapore) Private Limited, or WNS Global Singapore
following our acquisition) and our master services agreement with Aviva Global Services (Management Services) Private Limited, as described below;

 
•  our ability to successfully consummate strategic acquisitions; and
 
•  volatility of our ADS price.

These and other factors are more fully discussed in our other filings with the Securities and Exchange Commission, or the SEC, including in “Risk Factors,”
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and elsewhere in our annual report on Form 20-F for our fiscal year
ended March 31, 2011. In light of these and other uncertainties, you should not conclude that we will necessarily achieve any plans, objectives or projected
financial results referred to in any of the forward-looking statements. Except as required by law, we do not undertake to release revisions of any of these forward-
looking statements to reflect future events or circumstances.
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Part I — FINANCIAL INFORMATION
WNS (HOLDINGS) LIMITED

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Unaudited, amounts in thousands, except share and per share data)

 
           As at    As at    As at  
     Notes      December 31, 2011   March 31, 2011    April 1, 2010  
ASSETS             
Current assets:             

Cash and cash equivalents      4      $ 23,327    $ 27,090    $ 32,311  
Bank deposits and marketable securities          11,402     12     45  
Trade receivables      5       66,999     78,586     44,821  
Unbilled revenue          34,480     30,837     40,892  
Funds held for clients          9,825     8,799     11,372  
Current tax assets          3,634     8,502     5,602  
Derivative assets      10       3,113     11,182     22,808  
Prepayments and other current assets      6       22,236     16,447     16,694  

          
 

    
 

    
 

Total current assets          175,016     181,455     174,545  
          

 
    

 
    

 

Non-current assets:             
Investments          2     2     —    
Goodwill      7       83,326     93,533     90,662  
Intangible assets      8       117,804     156,587     188,079  
Property and equipment      9       45,113     47,178     48,547  
Derivative assets      10       1,319     2,282     8,375  
Deferred tax assets      19       43,229     33,518     25,200  
Other non-current assets      6       6,610     8,040     8,611  

          
 

    
 

    
 

Total non-current assets          297,403     341,140     369,474  
          

 
    

 
    

 

TOTAL ASSETS         $ 472,419    $ 522,595    $ 544,019  
          

 

    

 

    

 

LIABILITIES AND EQUITY             
Current liabilities:             

Trade payables         $ 35,758    $ 43,748    $ 27,900  
Provisions and accrued expenses      12       35,420     32,933     43,390  
Derivative liabilities      10       20,601     9,963     17,597  
Pension and other employee obligations      11       26,036     31,029     31,023  
Short term line of credit          34,099     14,593     —    
Current portion of long term debt          70,102     49,392     39,567  
Deferred revenue      13       4,925     6,962     4,891  
Income taxes payable          6,703     3,088     2,550  
Other liabilities      14       3,704     4,126     8,745  

          
 

    
 

    
 

Total current liabilities          237,348     195,834     175,663  
          

 
    

 
    

 

Non-current liabilities:             
Derivative liabilities      10       2,205     431     7,600  
Pension and other employee obligations      11       4,276     4,485     4,286  
Long term debt          2,130     42,889     94,658  
Deferred revenue      13       4,786     5,976     3,515  
Other non-current liabilities      14       2,335     2,978     3,727  
Deferred tax liabilities      19       4,291     5,146     8,226  

          
 

    
 

    
 

Total non-current liabilities          20,023     61,905     122,012  
          

 
    

 
    

 

TOTAL LIABILITIES          257,371     257,739     297,675  
          

 
    

 
    

 

Shareholders’ equity:             
Share capital (ordinary shares $0.16 (10 pence) par value, authorized 60,000,000 shares;

issued: 44,665,791, 44,443,726 and 43,743,953 shares, respectively)      15       6,991     6,955     6,848  
Share premium          216,038     211,430     206,968  
Retained earnings          54,722     46,589     28,676  
Other components of equity          (62,703)    (118)    3,852  

          
 

    
 

    
 

Total shareholders’ equity          215,048     264,856     246,344  
          

 
    

 
    

 

TOTAL LIABILITIES AND EQUITY         $ 472,419    $ 522,595    $ 544,019  
          

 

    

 

    

 

See accompanying notes.
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WNS (HOLDINGS) LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited, amounts in thousands, except share and per share data)
 
           Three months ended    Nine months ended  
           December 31,    December 31,  
     Notes      2011    2010    2011    2010  
Revenue      16      $ 117,228    $ 152,651    $ 360,789    $ 456,774  
Cost of revenue      16,17       82,098     121,100     262,739     364,236  

          
 

    
 

    
 

    
 

Gross profit          35,130     31,551     98,050     92,538  
Operating expenses:               

Selling and marketing expenses      17       6,446     6,131     20,063     17,571  
General and administrative expenses      17       12,521     14,004     38,388     41,096  
Foreign exchange loss (gains), net          1,060     (6,173)    (2,103)    (10,839) 
Amortization of intangible assets          7,005     7,951     22,393     23,853  

          
 

    
 

    
 

    
 

Operating profit          8,098     9,638     19,309     20,857  
Other income, net          (161)    (272)    (277)    (613) 
Finance expense          972     1,180     3,079     10,266  

          
 

    
 

    
 

    
 

Profit before income taxes          7,287     8,730     16,507     11,204  
Provision (benefit) for income taxes      19       3,241     (234)    8,374     2,090  

          
 

    
 

    
 

    
 

Profit         $ 4,046    $ 8,964    $ 8,133    $ 9,114  
          

 

    

 

    

 

    

 

Earnings per share of ordinary share      20            
Basic         $ 0.09    $ 0.20    $ 0.18    $ 0.21  

          

 

    

 

    

 

    

 

Diluted         $ 0.09    $ 0.20    $ 0.18    $ 0.20  
          

 

    

 

    

 

    

 

See accompanying notes.
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WNS (HOLDINGS) LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited, amounts in thousands)
 
           Three months ended    Nine months ended  
           December 31,    December 31,  
     Notes      2011    2010    2011    2010  
Profit         $ 4,046    $ 8,964    $ 8,133    $ 9,114  

Other comprehensive income (loss), net of taxes      19            
Pension adjustment          (133)    372     (60)    454  

Changes in fair value of cash flow hedges:               
Current year (loss) gain          (6,745)    3,294     (9,289)    (9) 

Reclassification to profit (loss)          75     (4,785)    (3,623)    (7,235) 
Foreign currency translation          (22,163)    (803)    (49,613)    3,754  

          
 

    
 

    
 

    
 

Total other comprehensive income loss, net of taxes         $ (28,966)   $ (1,922)   $ (62,585)   $ (3,036) 
          

 
    

 
    

 
    

 

Total comprehensive (loss) gain         $ (24,920)   $ 7,042    $ (54,452)   $ 6,078  
          

 

    

 

    

 

    

 

See accompanying notes.
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WNS (HOLDINGS) LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Unaudited, amounts in thousands, expect per share data)
 
                 Other components of equity     
                 Foreign           
  Share capital   Share         currency   Cash flow      Total  
     Par   application   Share   Retained   translation   hedging   Pension   shareholders’  
  Number   value   money   premium   earnings   reserve   reserve   adjustments   equity  
Balance as at April 1,

2011   44,443,726   $ 6,955   $ —     $ 211,430   $ 46,589   $ (4,273)  $ 3,459   $ 696   $ 264,856  

Shares issued for
exercised options
and restricted share
units (“RSUs”)   222,065    36    —      95    —      —      —      —      131  

Share-based
compensation   —      —      —      3,618    —      —      —      —      3,618  

Excess tax benefits
from exercise of
share-based options
and RSUs   —      —      —      895    —      —      —      —      895  

Profit   —       —      —      8,133    —      —      —      8133  

Other comprehensive
loss, net of taxes   —      —      —      —      —      (49,613)   (12,912)   (60)   (62,585) 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Balance as at
December 31, 2011   44,665,791   $ 6,991   $ —     $ 216,038   $ 54,722   $ (53,886)  $ (9,453)  $ 636   $ 215,048  

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

 
                 Other components of equity     
                 Foreign           
  Share capital   Share         currency   Cash flow      Total  
     Par   application   Share   Retained   translation   hedging   Pension   shareholders’  
  Number   value   money   premium   earnings   reserve   reserve   adjustments   equity  
Balance as at April 1,

2010   43,743,953   $ 6,848   $ —     $ 206,968   $ 28,676   $ (11,578)  $ 15,430   $ —     $ 246,344  

Shares issued for
exercised options
and restricted share
units (“RSUs”)   669,165    103    4    660    —      —      —      —      767  

Share-based
compensation      1,726        1,726  

Excess tax benefits
from exercise of
share-based options
and RSUs   —      —      —      336    —      —      —      —      336  

Profit   —      —      —      —      9,114    —      —      —      9,114  

Other comprehensive
income (loss), net of
taxes   —      —      —      —      —      3,754    (7,244)   454    (3,036) 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Balance as at
December 31, 2010   44,413,118   $ 6,951   $ 4   $ 209,690   $ 37,790   $ (7,824)  $ 8,186   $ 454   $ 255,251  

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

See accompanying notes
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WNS (HOLDINGS) LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited, amounts in thousands)
 
     Nine months ended  
     December 31,  
     2011    2010  
Cash flows from operating activities:       

Profit     $ 8,133    $ 9,114  
Adjustments to reconcile profit to net cash generated from operating activities:       

Depreciation and amortization      34,553     37,375  
Share-based compensation      3,616     1,727  
Amortization of debt issue cost      562     1,072  
Allowance for doubtful accounts      299     773  
Income tax expense      18,484     9,710  
Interest expense      3,689     5,107  
Interest income      (44)    (89) 
Gain on sale of property and equipment      (62)    (8) 
Deferred income taxes      (10,110)    (7,620) 
Deferred rent      (105)    (258) 
Excess tax benefit from share based compensation      (895)    (336) 
Unrealized loss (gain) on derivative instruments      5,377     (2,348) 
Others, net      37     42  

Changes in operating assets and liabilities:       
Accounts receivable and unbilled revenue      3,046     (26,074) 
Other current assets      (4,464)    11,667  
Accounts payable      (6,252)    11,772  
Deferred revenue      (3,015)    4,411  
Other liabilities      1,481     (19,866) 

      
 

    
 

Cash generated from operating activities before interest and income taxes      54,330     36,171  
      

 
    

 

Income taxes paid      (9,527)    (8,353) 
Interest paid      (3,907)    (6,754) 
Interest received      43     102  

      
 

    
 

Net cash provided by operating activities      40,939     21,166  
      

 
    

 

Cash flows from investing activities       
Earn-out payment      —       (494) 
Purchase of remaining (35%) share of noncontrolling interest      (2,157)    —    
Purchase of property and equipment      (17,649)    (10,476) 
Purchase of intangibles      (218)    —    
Marketable securities and deposits (purchased) sold, net      (12,821)    34  
Proceeds from sale from property and equipment, net      195     219  

      
 

    
 

Net cash used in investing activities      (32,650)    (10,717) 
      

 
    

 

Cash flows from financing activities       
Proceeds from exercise of stock options      131     767  
Repayment of long term debt      (20,000)    (87,750) 
Proceeds from long term debt      —       64,895  
Payment of debt issuance cost      (53)    (1,071) 
Proceeds from short term borrowings, net      19,540     8,000  
Excess tax benefit from share based compensation      895     336  

      
 

    
 

Net cash provided (used) by financing activities      513     (14,823) 
      

 
    

 

Exchange difference on cash and cash equivalents      (12,565)    2,294  
Net change in cash and cash equivalents      (3,763)    (2,080) 
Cash and cash equivalents at the beginning of the period      27,090     32,311  

      
 

    
 

Cash and cash equivalents at the end of the period     $ 23,327    $ 30,231  
      

 

    

 

See accompanying notes.
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WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

1. Company overview

WNS (Holdings) Limited (“WNS Holdings”), along with its subsidiaries (collectively, “the Company”), is a global business process outsourcing (“BPO”)
company with client service offices in Australia, London (UK), New York (US), Singapore and delivery centers in Costa Rica, India, the Philippines,
Romania, Sri Lanka, and the UK. The Company’s clients are primarily in the travel, banking, financial services, insurance, healthcare and utilities, retail
and consumer product industries.

WNS Holdings is incorporated in Jersey, Channel Islands and maintains a registered office in Jersey at Queensway House, Hilgrove Street, St Helier,
Jersey JE1 1ES.

These condensed interim consolidated financial statements were authorized for issue by the Board of Directors on January 18, 2012.

2. Summary of significant accounting policies
 
a. Basis of preparation

These condensed interim consolidated financial statements are covered by International Financial Reporting Standards (“IFRS”) 1, “First-time Adoption of
International Financial Reporting Standards “ (“IFRS 1”), as they are part of the period covered by the Company’s first IFRS financial statements for the
fiscal year ending March 31, 2012 and are prepared in accordance with International Accounting Standard (“IAS”) 34, “Interim Financial Reporting “.

The condensed interim consolidated statement of financial position corresponds to the classification provisions contained in IAS 1 (revised), “ Presentation
of Financial Statements”. For clarity, various items are aggregated in the statements of income and statements of financial position. These items are
disaggregated separately in the Notes, where applicable.

The Company has adopted IFRS and the adoption was carried out in accordance with IFRS 1. The transition was carried out from accounting principles
generally accepted in the United States of America (“US GAAP”) which is considered as the Previous GAAP. An explanation of the effect of the transition
from Previous GAAP to IFRS on the Company’s equity and profit and comprehensive income is provided in note 2.w.

Accounting policies have been applied consistently to all periods presented in the consolidated financial statements including the preparation of the IFRS
opening statement of financial position as at April 1, 2010 (“Transition Date”) for the purpose of the transition to IFRS and as required by IFRS 1.

 
b. Basis of measurement

The condensed interim consolidated financial statements have been prepared on a historical cost convention and on an accrual basis, except for the
following material items that have been measured at fair value as required by relevant IFRS:-

 
 a. Derivative financial instruments; and
 
 b. Share based payment transactions.
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WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

 
c. Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amount of assets, liabilities, income and expenses. Actual results may differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the
estimates are revised and in any future period affected. In particular, information about significant areas of estimation, uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amount recognized in the condensed interim consolidated financial statements is
included in the following notes:

 
 i. Revenue recognition:

The Company has, in limited instances, minimum commitment arrangements, wherein the service contracts provide for a minimum revenue
commitment on a cumulative basis over multiple years, stated in terms of annual minimum amounts. However, when the shortfall in a particular year
can be offset with revenue received in excess of minimum commitments in subsequent years, the Company recognizes deferred revenue for the
shortfall which has been invoiced and received. To the extent the Company has sufficient experience to conclude that the shortfall will not be
satisfied by excess revenue in a subsequent period, the deferred revenue will be recognized as revenue in that period.

Key factors that are used to determine whether the Company has sufficient experience include:
 

 
•  the historical volume of business done with a client as compared with initial projections of volume as agreed to by the client and the

Company;
 
 •  the length of time for which the Company has such historical experience;
 
 •  future volume expected based on projections received from the client; and
 
 •  the Company’s internal expectations of the ongoing volume with the client.

Otherwise the deferred revenue will remain until such time the Company concludes that it will not receive revenue in excess of the minimum
commitment.
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WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

 
For certain agreements, the Company has retroactive discounts related to meeting agreed volumes. In such situations, the Company records revenue at the
discounted rate, although the Company initially bill at the higher rate, unless the Company can determine that the agreed volumes will not be met, based on
the factors discussed above.

The Company provides automobile claims handling services, wherein the Company enters into contracts with its clients to process all their claims over the
contract period, where the fees are determined either on a per claim basis or is a fixed payment for the contract period. Where the contracts are on a per
claim basis, the Company invoices the client at the inception of the claim process. The Company estimates the processing period for the claims and
recognizes revenue over the estimated processing period. This processing period generally ranges between one to two months. The processing time may be
greater for new clients and the estimated service period is adjusted accordingly. The processing period is estimated based on historical experience and other
relevant factors, if any.

 
 ii. Allowance for doubtful accounts:

The allowance for doubtful accounts is evaluated on a regular basis and adjusted based upon management’s best estimate of probable losses inherent
in accounts receivable. In estimating probable losses, the Company reviews accounts that are past due, non-performing or in bankruptcy. The
Company determines an estimated loss for specific accounts and estimates an additional amount for the remainder of receivables based on historical
trends and other factors. Adverse economic conditions or other factors that might cause deterioration of the financial health of customers could
change the timing and levels of payments received and necessitate a change in estimated losses.

 
 iii. Current income taxes:

The major tax jurisdictions for the Company are India, United Kingdom and the United States of America, though the Company also files tax returns
in other foreign jurisdictions. Significant judgments are involved in determining the provision for income taxes including judgment on whether tax
positions are probable of being sustained in tax assessments. A tax assessment can involve complex issues, which can only be resolved over
extended time periods. The recognition of taxes that are subject to certain legal or economic limits or uncertainties is assessed individually by
management based on the specific facts and circumstances.

 
 iv. Deferred income taxes:

The assessment of the probability of future taxable profit in which deferred tax assets can be utilized is based on the Company’s latest approved
budget forecast, which is adjusted for significant non-taxable profit and expenses and specific limits to the use of any unused tax loss or credit. The
tax rules in the numerous jurisdictions in which the Company operates are also carefully taken into consideration. If a positive forecast of taxable
profit indicates the probable use of a deferred tax asset, especially when it can be utilized without a time limit, that deferred tax asset is usually
recognized in full. The recognition of deferred tax assets that are subject to certain legal or economic limits or uncertainties is assessed individually
by management based on the specific facts and circumstances.

 
 v. Impairment:

An impairment loss is recognized for the amount by which an asset’s or cash-generating unit’s carrying amount exceeds its recoverable amount. To
determine the recoverable amount, management estimates expected future cash flows from each asset or cash-generating unit and determines a
suitable interest rate in order to calculate the present value of those cash flows. In the process of measuring expected future cash flows management
makes assumptions about future operating results. These assumptions relate to future events and circumstances. The actual results may vary, and may
cause significant adjustments to the Company’s assets within the next financial year.

In most cases, determining the applicable discount rate involves estimating the appropriate adjustment to market risk and the appropriate adjustment
to asset-specific risk factors.
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WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

 
 vi. Valuation of derivative financial instrument:

Management uses valuation techniques in measuring the fair value of financial instruments, where active market quotes are not available. In
applying the valuation techniques, management makes maximum use of market inputs, and uses estimates and assumptions that are, as far as
possible, consistent with observable data that market participants would use in pricing the instrument. Where applicable data is not observable,
management uses its best estimate about the assumptions that market participants would make. These estimates may vary from the actual prices that
would be achieved in an arm’s length transaction at the reporting date.

 
 vii. Accounting for defined benefit plans:

In accounting for pension and post-retirement benefits, several statistical and other factors that attempt to anticipate future events are used to
calculate plan expenses and liabilities. These factors include expected return on plan assets, discount rate assumptions and rate of future
compensation increases. To estimate these factors, actuarial consultants also use estimates such as withdrawal, turnover, and mortality rates which
require significant judgment. The actuarial assumptions used by the Company may differ materially from actual results in future periods due to
changing market and economic conditions, regulatory events, judicial rulings, higher or lower withdrawal rates, or longer or shorter participant life
spans.

 
 viii. Share-based compensation:

The share based compensation expense is determined based on the Company’s estimate of equity instruments that will eventually vest.
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d. Basis of consolidation

The Company consolidates entities over which it owns or controls. Control exists when the Company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities. In assessing control, potential voting rights that are currently exercisable are taken into
account. Subsidiaries are consolidated from the date control commences until the date control ceases.

 
 i. Business combinations

Business combinations consummated subsequent to the Transition Date are accounted for using the acquisition method under the provisions of IFRS
3 (Revised), “Business Combinations”.

The cost of an acquisition is measured at the fair value of the assets transferred, equity instruments issued and liabilities incurred or assumed at the
date of acquisition. The cost of acquisition also includes the fair value of any contingent consideration. Identifiable tangible and intangible assets
acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair value on the date of
acquisition. Significant estimates are required to be made in determining the value of contingent consideration and intangible assets. These
valuations are conducted by independent valuation experts.

Transaction costs that the Company incurs in connection with a business combination such as finders’ fees, legal fees, due diligence fees, and other
professional and consulting fees are expensed as incurred.

 
 ii. Transactions with noncontrolling interest

The joint venture between the Company and Paxys Inc. (“Paxys”) in the Philippines was initially majority owned by the Company (65%) and the
balance by Paxys. Pursuant to the joint venture agreement, the Company had a call option to acquire from Paxys the remaining shares owned by
Paxys and Paxys had a put option to sell all of its shareholding in the joint venture to the Company, upon the occurrence of certain conditions, as set
forth in the joint venture agreement, or after August 6, 2012.

In accordance with IAS 32, “Financial Instruments: Presentation” (“IAS 32”), the Company had derecognized noncontrolling interest since the
Company had the risk and rewards for the ownership of the joint venture. However, with the existence of the put option, the Company had a
contractual obligation to deliver cash and hence the put option had been classified as a financial liability. The Company’s Board of Directors, in its
meeting held in September 2011, determined that its call option had become exercisable as a result of the non-performance event triggered in the
prior quarter on account of the joint venture making six months of continuous losses for the period from January 2011 to June 2011, and approved
the exercise of the call option. Accordingly, the Company shared its intention to exercise the call option with Paxys.

On November 2, 2011, the Company entered into an agreement with Paxys to acquire the latter’s 35% stake in the joint venture and terminate the
joint venture. The Company’s acquisition of Paxys’ 35% stake in the joint venture was completed on November 16, 2011 by a payment of the cash
consideration amounting to $2,157, including interest expense of $346. Following the acquisition of Paxys’ stake, WNS Philippines Inc. has become
a wholly-owned subsidiary of WNS Holdings.

 
 iii. Transactions eliminated on consolidation

All intra-company balances, transactions, income and expenses including unrealized income or expenses are eliminated in full on consolidation.
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e. Functional and presentation currency

The condensed interim consolidated financial statements of each of the Company’s subsidiaries are measured using the currency of the primary economic
environment in which these entities operate (i.e. the functional currency). The condensed interim consolidated financial statements are presented in US
dollars (USD) which is the presentation currency of the Company and has been rounded off to the nearest thousands.

 
f. Foreign currency transactions and translation
 
 i. Transactions in foreign currency

Transactions in foreign currency are translated into the functional currency using the exchange rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at the exchange rates prevailing at
reporting date of monetary assets and liabilities denominated in foreign currencies are recognized in the statement of income. Gains/losses relating to
translation or settlement of trading activities are disclosed under foreign exchange gains/losses and translation or settlements of financing activities
are disclosed under finance expenses.

 
 ii. Foreign operations

For the purpose of presenting condensed interim consolidated financial statements, the assets and liabilities of the Company’s foreign operations that
have local functional currency are translated into US dollars using exchange rates prevailing at the reporting date. Income and expense are translated
at the average exchange rates for the period. Exchange differences arising, if any, are recorded in equity as part of the Company’s other
comprehensive income. Such exchange differences are recognized in the statement of income in the period in which such foreign operations are
disposed. Goodwill and fair value adjustments arising on the acquisition of foreign operation are treated as assets and liabilities of the foreign
operation and translated at the exchange rate prevailing at the reporting date.

 
 iii. Others

Foreign currency differences arising on the translation or settlement of a financial liability designated and effective as a hedge of a net investment in
foreign operation are recognized directly in equity as part of the Company’s other comprehensive income. The amount recognized in equity is
transferred to the statement of income, as an adjustment to the profit or loss upon disposal of the related foreign operation.

 
g. Financial instruments — initial recognition and subsequent measurement

Financial instruments are classified in the following categories:
 
 •  Non-derivative financial assets comprising loans and receivables and available-for-sale.
 
 •  Non-derivative financial liabilities comprising long term and short term borrowings and trade and other payables.
 

 
•  Derivative financial instruments under the category of financial assets or financial liabilities at fair value through profit or loss (“FVTPL”)

and fair value through other comprehensive income.

The classification of financial instruments depends on the purpose for which those were acquired. Management determines the classification of the
Company’s financial instruments at initial recognition.
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 i. Non-derivative financial assets
 
 a) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They are
presented as current assets, except for those maturing later than 12 months after the balance sheet date which are presented as non-current assets.
Loans and receivables are measured initially at fair value plus transaction costs and subsequently carried at amortized cost using the effective interest
rate method, less any impairment loss or provisions for doubtful accounts. Loans and receivables are represented by trade receivables, net of
allowances for impairment, unbilled revenue, cash and cash equivalents and other assets.

 
 b) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either designated in this category or are not classified in any of the other
categories. Available-for-sale financial assets are recognized initially at fair value plus transactions costs. Subsequent to initial recognition, these are
measured at fair value and changes therein, other than impairment losses and foreign exchange gains and losses on available-for-sale monetary items,
are recognized directly in other comprehensive income. When an investment is derecognized, the cumulative gain or loss in other comprehensive
income is transferred to the statement of income. These are presented as current assets unless management intends to dispose of the assets after 12
months from the balance sheet date.

 
 ii. Non derivative financial liabilities

All financial liabilities are recognized initially at fair value, except in the case of loans and borrowings which are recognized at fair value net of
directly attributable transaction costs. The Company’s financial liabilities include trade and other payables, bank overdrafts, loans and borrowings.

Trade and other payables maturing later than 12 months after the balance sheet date are presented as non-current liabilities.

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortized cost using the effective interest rate method.
Gains and losses are recognized in the statement of income when the liabilities are derecognized as well as through the effective interest rate method
amortization process.

 
 iii. Derivative financial instruments and hedge accounting

The Company is exposed to foreign currency fluctuations on foreign currency assets, liabilities, net investment in foreign operations and forecasted
cash flows denominated in foreign currency. The Company limits the effect of foreign exchange rate fluctuation by following established risk
management policies including the use of derivatives. The Company enters into derivative financial instruments where the counter party is a bank.
The Company holds derivative financial instruments such as foreign exchange forward and option contracts and interest rate swaps to hedge certain
foreign currency and interest rate exposures.
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Cash flow hedges

The Company recognizes derivative instruments as either assets or liabilities in the statement of financial position at fair value. Derivative
instruments qualify for hedge accounting when the instrument is designated as a hedge; the hedged item is specifically identifiable and exposes the
Company to risk; and it is expected that a change in fair value of the derivative instrument and an opposite change in the fair value of the hedged
item will have a high degree of correlation.

For derivative instruments where hedge accounting is applied, the Company records the effective portion of derivative instruments that are
designated as cash flow hedges in other comprehensive income (loss) in the statement of comprehensive income, which is reclassified into earnings
in the same period during which the hedged item affects earnings. The remaining gain or loss on the derivative instrument in excess of the
cumulative change in the present value of future cash flows of the hedged item, if any (i.e., the ineffective portion) or hedge components excluded
from the assessment of effectiveness, and changes in fair value of other derivative instruments not designated as qualifying hedges is recorded as
gains / losses, net in the statement of income. Gains/losses on cash flow hedges on intercompany forecasted revenue transactions are recorded in
foreign exchange gains/losses and cash flow hedge on interest rate swaps are recorded in finance expense. Cash flows from the derivative
instruments are classified within cash flows from operating activities in the statement of cash flows.

 
 iv. Offsetting of financial instruments

Financial assets and financial liabilities are offset against each other and the net amount reported in the consolidated statement of financial position
if, and only if, there is a currently enforceable legal right to offset the recognized amounts and there is an intention to settle on a net basis, or to
realize the assets and settle the liabilities simultaneously.

 
 v. Fair value of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date is determined by reference to quoted market prices or
dealer price quotations, without any deduction for transaction costs. For financial instruments not traded in an active market, the fair value is
determined using appropriate valuation models. Where applicable, these models project future cash flows and discount the future amounts to a
present value using market-based observable inputs including interest rate curves, credit risk, foreign exchange rates, and forward and spot prices for
currencies.

 
 vi. Impairment of financial assets

The Company assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial assets is impaired.
A financial asset is considered impaired if objective evidence indicates that one or more events have had a negative effect on the estimated future
cash flows of that asset. Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics.

 
 a) Loans and receivables

Impairment loss in respect of loans and receivables measured at amortized cost are calculated as the difference between their carrying amount, and
the present value of the estimated future cash flows discounted at the original effective interest rate. Such impairment loss is recognized in the
statement of income.
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 b) Available-for-sale financial assets

Significant or prolonged decline in the fair value of the security below its cost and the disappearance of an active trading market for the security are
objective evidence that the security is impaired. An impairment loss in respect of an available-for-sale financial asset is calculated by reference to its
fair value. The cumulative loss that was recognized in the equity is transferred to the statement of income upon impairment.

 
h. Equity and share capital
 
 i. Share capital and share premium

The Company has only one class of equity shares. Par value of the equity share is recorded as the share capital and the amount received in excess of
par value is classified as share premium. The credit corresponding to the share-based compensation and excess tax benefit related to the exercise of
share options is recorded in share premium.

 
 ii. Retained earnings

Retained earnings comprise the Company’s undistributed earnings after taxes.
 
 iii. Other components of equity

Other components of equity consist of the following:

Cash flow hedging reserve

Changes in fair value of derivative hedging instruments designated and effective as a cash flow hedge are recognized net of taxes.

Foreign currency translation reserve

Foreign currency translation consists of the exchange difference arising from the translation of financial statement of foreign subsidiaries.

Pension adjustments

This reserve represents cumulative actuarial gain and losses recognized on defined benefits plans.
 
i. Bank deposits and marketable securities

Bank deposits consist of term deposits with an original maturity of more than three months. The Company’s marketable securities represent highly liquid
investments and are acquired principally for the purpose of generating a profit from short-term fluctuation in prices. All purchases and sales of such
investments are recognized on the trade date. Investments are initially measured at cost, which is the fair value of the consideration paid, including
transaction costs. All marketable securities are classified and accounted as trading investments and accordingly, reported at fair value, with changes in fair
value recognized in the consolidated statement of income. Interest and dividend income is recognized when earned.
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j. Funds held for clients

Some of the Company’s agreements in the auto claims handling services allow the Company to temporarily hold funds on behalf of the client. The funds
are segregated from the Company’s funds and there is usually a short period of time between when the Company receives these funds from the client and
when the payments are made on their behalf.

 
k. Property and equipment

Property and equipment are stated at historical cost, except for certain items of furniture, fixture and office equipment and leasehold improvements for
which fair value as of the Transition Date is taken as its deemed cost (see note 2 v. a) ii.), and depreciation and amortization is computed using the straight-
line method over the estimated useful lives of the assets, which are as follows:

 
Asset description     Asset life (in years)  
Buildings      20  
Computers and software      3-4  
Furniture, fixtures and office equipment      2-5  
Vehicles      3  
Leasehold improvements      Lesser of estimated useful life or lease term  

Assets acquired under finance leases are capitalized as assets by the Company at the lower of the fair value of the leased property or the present value of
the related lease payments or where applicable, the estimated fair value of such assets. Assets under finance leases and leasehold improvements are
depreciated over the shorter of the lease term or the estimated useful life of the assets. Where the fair valuation of an asset on the Transition Date is taken as
the deemed cost, the depreciation is calculated over its estimated remaining useful life.

Advances paid towards the acquisition of property and equipment and the cost of property and equipment not put to use before the balance sheet date are
disclosed under the caption capital work-in-progress.

Property and equipment are reviewed for impairment, if indicators of impairment arise. The evaluation of impairment is based upon a comparison of the
carrying amount of the property and equipment to the estimated future undiscounted net cash flows expected to be generated by the property and
equipment. If estimated future undiscounted cash flows are less than the carrying amount of the property and equipment, the asset is considered impaired.
The impairment expense is determined by comparing the estimated fair value of the property and equipment to its carrying value, with any shortfall from
fair value recognized as an expense in the current period. The fair value is determined based on valuation techniques such as discounted cash flows or
comparison to fair values of similar assets.
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l. Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Company’s share of the net identifiable assets of the acquired
subsidiary at the date of acquisition. Goodwill is allocated to the cash-generating units expected to benefit from the synergies of the combination for the
purpose of impairment testing. Goodwill is tested, at the cash-generating unit (or group of cash generating units) level, for impairment annually or if events
or changes in circumstances indicate that the carrying amount may not be recoverable. Goodwill is carried at cost less accumulated impairment losses.
Impairment loss on goodwill is not reversed. See further, discussion on impairment testing under “Impairment of intangible assets and goodwill” below.

 
m. Intangible assets

Intangible assets are recognized only when it is probable that the expected future economic benefits attributable to the assets will accrue to the Company
and the cost can be reliably measured. Intangible assets acquired in a business combination are recorded at fair value using generally accepted valuation
methods appropriate for the type of intangible asset. Intangible assets with definite lives are amortized over the estimated useful lives and are reviewed for
impairment, if indicators of impairment arise. See further, discussion on impairment testing under “Impairment of intangible assets and goodwill” below.

The Company’s definite lived intangible assets are amortized over the estimated useful life of the assets:
 
     Weighted average  
     amortization period 
Asset description     (in months)  
Customer contracts      100  
Customer relationship      90  
Intellectual property rights      36  
Leasehold benefits      48  
Covenant not-to-compete      48  
Software      36  
 
n. Impairment of intangible assets and goodwill

Goodwill is not subject to amortization and tested annually for impairment and whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. Intangible assets that are subject to amortization are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the cash generating unit level which is the lowest level for which there are separately identifiable cash flows.
Impairment losses recognized in respect of cash generating units are allocated first to reduce the carrying amount of any goodwill allocated to the cash
generating units (or group of cash generating units) and then, to reduce the carrying amount of the other assets in the cash generating unit (or group of cash
generating units) on a pro rata basis. Intangible assets that suffered impairment are reviewed for possible reversal of the impairment at each reporting date.
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o. Employee benefits

i. Defined contribution plans

US Savings Plan

Eligible employees of the Company in the United States participate in a savings plan (“the Plan”) under Section 401(k) of the United States Internal
Revenue Code (“the Code”). The Plan allows for employees to defer a portion of their annual earnings on a pre-tax basis through voluntary contributions to
the Plan. The Plan provides that the Company can make optional contributions up to the maximum allowable limit under the Code.

UK Pension Scheme

Eligible employees in the UK contribute to a defined contribution pension scheme operated in the UK. The assets of the scheme are held separately in an
independently administered fund. The pension expense represents contributions payable to the fund maintained by the Company.

Provident Fund

Eligible employees of the Company in India, the Philippines, Sri Lanka and United Kingdom participate in a defined contribution fund in accordance with
the regulatory requirements in the respective jurisdictions. Both the employee and the Company contribute an equal amount to the fund which is equal to a
specified percentage of the employee’s salary.

The Company has no further obligation under defined contribution plans beyond the contributions made under these plans. Contributions are charged to
income in the year in which they accrue and are included in the consolidated statement of income.

ii. Defined benefit plan

Employees in India, the Philippines and Sri Lanka are entitled to a defined benefit retirement plan covering eligible employees of the Company. The plan
provides for a lump-sum payment to eligible employees, at retirement, death, and incapacitation or on termination of employment, of an amount based on
the respective employees’ salary and tenure of employment (subject to a maximum of approximately $19 per employee in India). In India contributions are
made to funds administered and managed by the Life Insurance Corporation of India (“LIC”) and AVIVA Life Insurance Company Private Limited
(“ALICPL”) (together, the “Fund Administrators”) to fund the gratuity liability of an Indian subsidiary. Under this scheme, the obligation to pay gratuity
remains with the Company, although the Fund Administrators administer the scheme. The Company’s Sri Lanka subsidiary, Philippines subsidiary and one
Indian subsidiary have unfunded gratuity obligations.

Gratuity liabilities are determined by actuarial valuation, performed by an independent actuary, at each balance sheet date using the projected unit credit
method. The Company recognizes the net obligation of a defined benefit plan in its balance sheet as an asset or liability, respectively, in accordance with
IAS 19, “Employee Benefits”. The discount rate is based on the Government securities yield. Actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions are recorded in other comprehensive income in the statement of comprehensive income in the period in
which they arise.

iii. Compensated absence

The Company’s liability for compensated absences is determined on an accrual basis for the entire unused vacation balance standing to the credit of each
employee as at year-end and were charged to income in the year in which they accrue.
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p. Share-based payment

The Company accounts for share-based compensation expense relating to share-based payments using a fair-value method in accordance with IFRS 2,
“Share-based Payments”. Grants issued by the Company vest in a graded manner. Under the fair value method, the estimated fair value of awards is
charged to income over the requisite service period, which is generally the vesting period of the award, for each separately vesting portion of the award as
if the award was, in substance, multiple awards. The Company includes a forfeiture estimate in the amount of compensation expense being recognized
based on the Company’s estimate of equity instruments that will eventually vest.

 
q. Provisions and accrued expenses

A provision is recognized in the balance sheet when the Company has a present legal or constructive obligation as a result of a past event, and it is probable
that an outflow of economic benefits will be required to settle the obligation. If the effect is material, provisions are recognized at present value by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money.

Provisions for onerous contracts are recognized when the expected benefits to be derived by the Company from a contract are lower than the unavoidable
costs of meeting the future obligations under the contract. The provision is measured at the present value of the lower of the expected cost of terminating
the contract and the expected net cost of continuing with the contract. Before a provision is established, the Company recognizes any impairment loss on
the assets associated with that contract.
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r. Revenue recognition

The Company derives revenue from BPO services comprised of back office administration, data management, contact center management and auto claims
handling services.

Revenue is recognized to the extent it is probable that the economic benefit will flow to the Company, the amount of revenue can be measured reliably,
collection is probable, the cost incurred or to be incurred can be measured reliably. Revenue from rendering services is recognized on an accrual basis when
services are performed.

Revenue earned by back office administration, data management and contact center management services

Depending on the terms of the arrangement, revenue from back office administration, data management and contact center management is recognized
based on the following pricing models:

 

 
a) per full-time-equivalent arrangements, which typically involve billings based on the number of full-time employees (or equivalent) deployed

on the execution of the business process outsourced;
 

 
b) per transaction arrangements, which typically involve billings based on the number of transactions processed (such as the number of e-mail

responses, or airline coupons or insurance claims processed);
 
 c) fixed-price arrangements, which typically involve billings based on achievements of pre-defined deliverables or milestones;
 

 
d) outcome-based arrangements, which typically involve billings based on the business result achieved by our clients through our service efforts

(such as measured based on a reduction in days sales outstanding, improvement in working capital, increase in collections or a reduction in
operating expenses); or

 

 
e) other pricing arrangements, including cost-plus arrangements, which typically involve billing the contractually agreed direct and indirect

costs and a fee based on the number of employees deployed under the arrangement.

Amounts billed or payments received, where revenue recognition criteria have not been met, are recorded as deferred revenue and are recognized as
revenue when all the recognition criteria have been met. However, the costs related to the performance of BPO services unrelated to transition services (see
discussion below) are recognized in the period in which the services are rendered. An upfront payment received towards future services is recognized
ratably over the period when such services are provided.

The Company has certain minimum commitment arrangements that provide for a minimum revenue commitment on an annual basis or a cumulative basis
over multiple years, stated in terms of annual minimum amounts. Where a minimum commitment is specific to an annual period, any revenue shortfall is
invoiced and recognized at the end of this period. When the shortfall in a particular year can be offset with revenue received in excess of minimum
commitments in a subsequent year, the Company recognizes deferred revenue for the shortfall which has been invoiced and received. To the extent the
Company has sufficient experience to conclude that the shortfall will not be satisfied by excess revenue in a subsequent period, the deferred revenue will be
recorded as revenue in that period. In order to determine whether the Company has sufficient experience, the Company considers several factors which
include (i) the historical volume of business done with a client as compared with initial projections of volume as agreed to by the client and the Company,
(ii) the length of time for which the Company has such historical experience, (iii) future volume expected based on projections received from the client, and
(iv) the Company’s internal expectations of ongoing volume with the client. Otherwise, the deferred revenue will remain until such time when the
Company can conclude that it will not receive revenue in excess of the minimum commitment.

For certain BPO customers, the Company performs transition activities at the outset of entering into a new contract. The Company has determined these
transition activities do not meet the criteria using the guidance in IAS 18 “Revenue” (“IAS 18”), to be accounted for as a separate unit of accounting with
stand-alone value separate from the ongoing BPO contract. Accordingly, transition revenue and costs are subsequently recognized ratably over the period
in which the BPO services are performed. Further, the deferral of costs is limited to the amount of the deferred revenue. Any costs in excess of the deferred
transition revenue are recognized in the period incurred.
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Revenue earned by auto claims handling services

Auto claims handling services include claims handling and administration (“Claims Handling”), car hire and arranging for repairs with repair centers across
the United Kingdom and the related payment processing for such repairs (“Accident Management”).With respect to Claims Handling, the Company
receives either a per-claim fee or a fixed fee. Revenue for per claim fee is recognized over the estimated processing period of the claim, which currently
ranges from one to two months and revenue for fixed fee is recognized on a straight line basis over the period of the contract. In certain cases, the fee is
contingent upon the successful recovery of a claim on behalf of the customer. In these circumstances, the revenue is deferred until the contingency is
resolved. Revenue in respect of car hire is recognized over the car hire term.

In order to provide Accident Management services, the Company arranges for the repair through a network of repair centers. The repair costs are invoiced
to customers. In determining whether the receipt from the customers related to payments to repair centers should be recognized as revenue, the Company
considers the criteria established by IAS 18, Illustrative example (“IE”) 21 — “Determining whether an entity is acting as a principal or as an agent”.
When the Company determines that it is the principal in providing Accident Management services, amounts received from customers are recognized and
presented as third party revenue and the payments to repair centers are recognized as cost of revenue in the consolidated statement of income. Factors
considered in determining whether the Company is the principal in the transaction include whether

 
 a) the Company has the primary responsibility for providing the services,
 
 b) the Company negotiates labor rates with repair centers,
 
 c) the Company is responsible for timely and satisfactory completion of repairs, and
 
 d) the Company bears the risk that the customer may not pay for the services provided (credit risk).

If there are circumstances where the above criteria are not met and therefore the Company is not the principal in providing Accident Management services,
amounts received from customers are recognized and presented net of payments to repair centers in the consolidated statement of income. Revenue from
Accident Management services is recorded net of the repairer referral fees passed on to customers.

 
s. Leases

The Company leases most of its delivery centers and office facilities under operating lease agreements that are renewable on a periodic basis at the option
of the lessor and the lessee. The lease agreements contain rent free periods and rent escalation clauses. Rental expenses for operating leases with step rents
are recognized on a straight-line basis over the lease term. When a lease agreement undergoes a substantial modification of the existing terms, it would be
accounted as a new lease agreement with the resultant deferred rent liability credited to the statement of income.

Leases under which the Company assumes substantially all the risks and rewards of ownership are classified as finance leases. When acquired, such assets
are capitalized at fair value or present value of the minimum lease payments at the inception of the lease, whichever is lower.

 
t. Income taxes

Income tax comprises current and deferred tax. Income tax expense is recognized in statements of income except to the extent it relates to items directly
recognized in equity, in which case it is recognized in equity.

 
 i. Current income tax

Current income tax for the current and prior periods are measured at the amount expected to be recovered from or paid to the taxation authorities
based on the taxable profit for the period. The tax rates and tax laws used to compute the amount are those that are enacted by the reporting date and
applicable for the period. The Company offsets current tax assets and current tax liabilities, where it has a legally enforceable right to set off the
recognized amounts and where it intends either to settle on a net basis, or to realize the asset and liability simultaneously.
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 ii. Deferred income tax

Deferred income tax is recognized using the balance sheet approach. Deferred income tax assets and liabilities are recognized for all deductible
temporary differences arising between the tax bases of assets and liabilities and their carrying amount in financial statements, except when the
deferred income tax arises from the initial recognition of goodwill or an asset or liability in a transaction that is not a business combination and
affects neither accounting nor taxable profits or loss at the time of transaction.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the period when the asset is realized or the
liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred income tax asset in respect of carry forward of unused tax credits and unused tax losses are recognized to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses
can be utilized.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilized.

 
u. Earnings per share

Basic earnings per share are computed using the weighted-average number of ordinary shares outstanding during the period. Diluted earnings per share is
computed by considering the impact of the potential issuance of ordinary shares, using the treasury stock method, on the weighted average number of
shares outstanding during the period, using the treasury share method for options, except where the results would be anti-dilutive.

 
v. Transition to IFRS

The Company’s consolidated financial statements for the year ending March 31, 2012 will be the first annual consolidated financial statements prepared in
compliance with IFRS. Accordingly all interim financial statements during the year ending March 31, 2012 would be prepared in accordance with
principles of IFRS.

The adoption of IFRS was carried out in accordance with IFRS 1, using April 1, 2010 as the Transition Date. IFRS 1 requires that all IFRS standards and
interpretations that are effective for the first IFRS consolidated financial statements for the year ending March 31, 2012, be applied consistently and
retrospectively for all fiscal years presented.

Until the adoption of IFRS, the financial statements included in the Company’s annual reports on Form 20-F and reports on Form 6-K were prepared in
accordance with accounting principles generally accepted in the United States of America (US GAAP), which is considered as the Previous GAAP.

All applicable IFRS have been applied consistently and retrospectively wherever required. The resulting difference between the carrying amounts of the
assets and liabilities in the consolidated financial statements under IFRS and Previous GAAP as of the Transition Date are recognized directly in equity at
the Transition Date.

In preparing these consolidated financial statements, the Company has availed itself of certain exemptions and complied with exceptions in accordance
with IFRS 1 as explained below:
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 a) Exemptions from retrospective application

The following are the optional exemptions available and elected by the Company:
 

 
i. Business combinations exemption — The Company has applied the exemption as provided in IFRS 1 on non-application of IFRS 3

(Revised) to business combinations consummated prior to Transition Date, pursuant to which goodwill and other assets acquired under
business combinations prior to Transition Date have been stated at the carrying amount as per Previous GAAP.

 

 

ii. Fair value as deemed cost exemption — The Company has applied the exemption as provided in IFRS 1 and measured specific items of
property and equipment, on a selective basis within certain classes of assets, at its fair value at the date of transition. The Company has
chosen to fair value items of following classes of assets namely, furniture and fixtures, equipment and fittings, generators and leasehold
improvements, as at the Transition Date. Consequent to this, the fair value as of Transition Date is taken as its deemed cost for all those
assets within these classes of assets where the fair value was lower than the carrying value. Such impact has been taken to retained earnings.
For all other assets within these classes of assets where the fair value was greater than the carrying value, those assets have not been restated
and their Previous GAAP amount has been considered as cost under IFRS. For all other asset classes namely building, computers and
software and vehicles, their Previous GAAP amount have been considered as cost under IFRS.

 

 
iii. Employee benefits exemption — The Company has applied the exemption as provided in IFRS 1 relating to application of the corridor

approach and to recognize all cumulative actuarial gains and losses up to the date of transition to retained earnings. Any actuarial gains and
losses after Transition Date would be recognized in other comprehensive income.

 

 
iv. Fair value measurement of financial assets or liabilities at initial recognition — The Company has not applied the amendment offered by

the revision of IAS 39, “Financial Instruments: Recognition and Measurement”, on the initial recognition of the financial assets and
financial liabilities that are not traded in an active market.

 
 b) Exceptions from full retrospective application

The following are the exceptions from full retrospective application:
 

 
i. De-recognition of financial assets and liabilities exception — The Company has chosen not to apply the IAS 39 de-recognition criteria to

an earlier date. No arrangements were identified that had to be assessed under this exception.
 

 
ii. Hedge accounting exception — The Company has followed hedge accounting under Previous GAAP which is aligned to IFRS.

Accordingly, this exception of not reflecting in its opening IFRS statement of financial position a hedging relationship of a type that does not
qualify for hedge accounting under IAS 39, is not applicable to the Company.

 

 
iii. Estimates exception — Upon an assessment of the estimates made under Previous GAAP, the Company has concluded that there was no

necessity to revise such estimates under IFRS, except where estimates were required by IFRS and not required by Previous GAAP.
 

 
iv. Noncontrolling Interest — The Company does not have noncontrolling interests under IFRS. Hence this exception is not applicable to the

Company.
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w. Reconciliations

As required under IFRS 1, the Company has prepared the reconciliations of equity and profit and comprehensive income in accordance with IFRS 1 to
provide a quantification of the effect of the transition to IFRS from previous GAAP;

 
 •  equity as at April 1, 2010;
 
 •  equity as at December 31, 2010;
 
 •  equity as at March 31, 2011;
 
 •  profit and comprehensive income for the three months ended December 31, 2010;
 
 •  profit and comprehensive income for the nine months ended December 31, 2010; and
 
 •  profit and comprehensive income for the year ended March 31, 2011.

There is no material changes in cash flows statements, accordingly the reconciliation is not been presented.
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Reconciliation of equity as at April 1, 2010

 

      Notes      

Amount as
per Previous

GAAP    

Effect of
transition to

IFRS    
Amount as
per IFRS  

ASSETS             
Current assets:             

Cash and cash equivalents         $ 32,311    $ —      $ 32,311  
Bank deposits and marketable securities          45     —       45  
Trade receivables          44,821     —       44,821  
Unbilled revenue          40,892     —       40,892  
Funds held for clients          11,372     —       11,372  
Current tax assets          5,602     —       5,602  
Derivative assets          22,808     —       22,808  
Prepayments and other current assets      1       17,127     (433)    16,694  

          
 

    
 

    
 

Total current assets          174,978     (433)    174,545  
          

 
    

 
    

 

Goodwill          90,662     —       90,662  
Intangible assets          188,079     —       188,079  
Property and equipment      2       51,700     (3,153)    48,547  
Derivative assets          8,375     —       8,375  
Deferred tax assets      3       27,143     (1,943)    25,200  
Other non-current assets      1       8,953     (342)    8,611  

          
 

    
 

    
 

TOTAL ASSETS         $ 549,890    $ (5,871)   $ 544,019  
          

 

    

 

    

 

LIABILITIES AND EQUITY             
Current liabilities:             

Trade payables         $ 27,900    $ —      $ 27,900  
Provisions      4       42,919     471     43,390  
Derivative liabilities          17,597     —       17,597  
Pension and other employee obligations      5       30,977     46     31,023  
Current portion of long term debt      1       40,000     (433)    39,567  
Deferred revenue          4,891     —       4,891  
Income taxes payable          2,550     —       2,550  
Other liabilities      6       7,069     1,676     8,745  

          
 

    
 

    
 

Total current liabilities          173,903     1,760     175,663  
          

 
    

 
    

 

Derivative liabilities          7,600     —       7,600  
Pension and other employee obligations      5       3,921     365     4,286  
Long term debt      1       95,000     (342)    94,658  
Deferred revenue          3,515     —       3,515  
Other non-current liabilities          3,727     —       3,727  
Deferred tax liabilities      3       8,343     (117)    8,226  
Redeemable noncontrolling interest      6       278     (278)    —    

          
 

    
 

    
 

TOTAL LIABILITIES          296,287     1,388     297,675  
          

 
    

 
    

 

Shareholders’ equity:             
Share capital          6,848     —       6,848  
Share premium      7,8       203,531     3,437     206,968  
Retained earnings      2,3,4,5,6,7,8,9       50,797     (22,121)    28,676  
Other components of equity      3,5,6,9       (7,573)    11,425     3,852  

          
 

    
 

    
 

Total shareholders’ equity          253,603     (7,259)    246,344  
          

 
    

 
    

 

TOTAL LIABILITIES AND EQUITY         $ 549,890    $ (5,871)   $ 544,019  
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Notes:
 
1 Under IFRS, debt is a financial liability recognized initially at fair value adjusted for transaction costs that are directly attributable to the issue of the

financial liability and measured subsequently at amortized cost. Accordingly, debt issue costs have been netted off against long term debt. Under Previous
GAAP, such debt issue costs were recorded as deferred charges. Due to the netting off of debt issue cost with the carrying amount of long term debt,
prepayment and other current assets and other non-current assets are lower by $433 and $342 and current portion and non-current portion of the long term
debt are lower by $433 and $342, respectively.

 
2 The Company has applied the exemption as provided in IFRS 1 with respect to deemed cost and measured specific items of property and equipment, on a

selective basis within certain classes of assets, at their fair values at the Transition Date. Consequent to this, the fair value as of the Transition Date is taken
as their deemed cost for all those assets within these classes of assets where the fair value is lower than the carrying value. For all other assets within these
classes of assets where the fair value is greater than the carrying value, those assets have been carried at their Previous GAAP amounts. As a result,
property and equipment under IFRS is lower by $3,153, with a corresponding impact to retained earnings.

 
3 Certain deferred tax credits (net) amounting to $1,826 not recognized under Previous GAAP are now recognized under IFRS due to a difference in

accounting treatment on account of:
 

 
a) accelerated amortization of share-based compensation expense in the initial years following the grant of share options amounting to a credit

of $1,408;
 
 b) time value of purchased options amounting to a credit of $720;
 
 c) application of substantially enacted tax rates amounting to a credit of $203; and
 

 
d) deferred tax debit amounting to $505 on account of election of IFRS 1 exemption on the Transition Date relating to selective measurement of

items of property and equipment at their fair value.

The above adjustments have an impact on retained earnings and other components of equity.
 
4 Under IFRS, any contingent consideration payable on the date of acquisition shall be recognized at the fair value on the acquisition date and shall be

recognized as a liability. The transition guidance on IFRS 3 requires contingent consideration balances arising from previous business combinations to be
accounted as cost of acquisition and adjusted to goodwill, which do not apply to a first time adopter of IFRS. However IFRS 1 states that only intangible
assets and its’ related deferred tax recognized under Previous GAAP that do not meet the recognition criteria under IFRS be adjusted against goodwill.
Under IFRS, the Company has recognized $471 of contingent consideration as liability and the corresponding impact to retained earnings. Under Previous
GAAP, such earn out consideration was recorded as an addition to goodwill.

 
5 Under employee benefits in India, the defined benefit plan provides for a lump-sum payment to eligible employees at retirement, death and incapacitation

or on termination of employment, of an amount based on the respective employees’ salary and tenure of employment, subject to a maximum of
approximately $8 per employee. In March 2010, the Indian Union Cabinet gave its consent for enhancing the gratuity limit at the time of retirement from
$8 to $22 per employee in India. The amendment was subsequently passed in the Parliament on May 2010. As a result of the law being substantially
enacted on the Transition Date, the carrying value of employee benefits increased by $255 with a corresponding impact to retained earnings. The impact of
the above change was accounted in the first quarter of fiscal 2011 under Previous GAAP.

Under IFRS, the Company uses the projected unit credit method to determine the present value of defined benefit obligations using the market yields on
Government bonds. Under Previous GAAP, the Company used a discount rate that reflects Government bond yield plus a spread for credit risk. As a result,
the carrying value of employee benefits increased by $156 with a corresponding impact to retained earnings.

The Company has applied the exemption as provided in IFRS 1 with respect to employee benefits and has elected to recognize all cumulative actuarial
gains and losses up to the Transition Date. As a result, the Company has recognized $454 in retained earnings under IFRS with a corresponding debit to
other comprehensive income.
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6 Under IFRS, the noncontrolling interest is derecognized, since the Company believes that the risk and reward of ownership of the joint venture always

vested with the Company.

Under IFRS, the put option in the joint venture agreement has been classified as a financial liability and valued based on the probability weighted
assessment of possible outcomes of the various conditions for the put option. Further, the exercise of the put option is not under the control of the
Company. Accordingly, under IFRS, a liability has been recorded based on the obligation existing as at the Transition Date based on the present value of
the put option amounting to $1,676.

Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as the net settlement of the put option and call option is not
possible and hence was not classified as a derivative. The Company recognized the changes in redemption value of the redeemable noncontrolling interest
at the end of each reporting period.

As a result, under IFRS, the redemption value of redeemable noncontrolling interest of $278 has been reclassed to other liabilities. Further, this liability
was increased by $1,398 to record the existing obligation as at the Transition Date with a corresponding debit to retained earnings of $1,354 and a debit of
$44 to other components of equity.

 
7 The Company grants share options to its employees. These share options vest in a graded manner over the vesting period. Under IFRS, each tranche of

vesting is treated as a separate award and the share-based compensation expense relating to that tranche is amortized over the vesting period of the
underlying tranche. This results in accelerated amortization of share-based compensation expense in the initial years following the grant of share options.

Under Previous GAAP, an entity was allowed to recognize the share-based compensation expense, relating to share options which vest in a graded manner,
on a straight-line basis over the requisite vesting period for the entire award. However, the amount of compensation cost recognized at any date must at
least equal the portion of the grant-date value of the award that is vested at that date.

Accordingly, the share-based compensation expense recognized under IFRS is higher by $2,150 as at the Transition Date in respect of the unvested awards.
 
8 Under the Indian tax laws, Fringe Benefit Tax (“FBT”) was imposed on all stock options exercised on or after April 1, 2007. Under this legislation, on

exercise of an option or Restricted Share Unit (“RSUs”), employers were responsible for a tax equal to the intrinsic value at its vesting date multiplied by
the applicable tax rate. The FBT was included as a component of the exercise price while computing the fair value of the grant. In August 2009, the Indian
tax laws withdrew the levy of FBT with effect from April 1, 2009. Consequent to this change in legislation, no FBT were recovered for options and RSUs
issued to Indian option holders, resulting in a reduction in the exercise price of the options and RSUs. Under Previous GAAP, the charge in FBT was
treated as a modification.

 
Under IFRS, the levy of FBT is accounted as reimbursement under IAS 37, “Provisions, Contingent Liabilities and Contingent Assets”. The grant date fair
values of options and RSUs computed under Previous GAAP have been recomputed to remove the effect of FBT component included in the exercise price.
As a result of the change in accounting treatment under IFRS, share-based compensation expense is higher by $1,287 as on the Transition Date.

 
9 Under IFRS, the time value of the options are separated from the option value and recorded at fair value at each reporting period with the resultant gains or

losses reported in the statement of income. Consequently under IFRS, the change in accounting treatment resulted in an increase to other components of
equity by $11,015 (net of tax) and a corresponding debit to retained earnings. Under Previous GAAP, for effective hedges the premium paid for purchased
options were recorded in other components of equity.

 
28



Table of Contents

WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

 

Reconciliation of equity as at December 31, 2010
 

      Notes      

Amount as
per Previous

GAAP    

Effect of
transition to

IFRS    
Amount as
per IFRS  

ASSETS             
Current assets:             

Cash and cash equivalents         $ 30,231    $ —      $ 30,231  
Bank deposits and marketable securities          12     —       12  
Trade receivables          79,879     —       79,879  
Unbilled revenue          32,625     —       32,625  
Funds held for clients          6,026     —       6,026  
Current tax assets          6,043     —       6,043  
Derivative assets          13,713     —       13,713  
Prepayments and other current assets      1       17,098     (306)    16,792  

          
 

    
 

    
 

Total current assets          185,627     (306)    185,321  
Goodwill      2       92,319     (482)    91,837  
Intangible assets          164,368     —       164,368  
Property and equipment      3       46,404     (1,775)    44,629  
Derivative assets          3,358     —       3,358  
Deferred tax assets      4       34,051     (2,123)    31,928  
Other non-current assets      1       8,931     (460)    8,471  

          
 

    
 

    
 

TOTAL ASSETS         $ 535,058    $ (5,146)   $ 529,912  
          

 

    

 

    

 

LIABILITIES AND EQUITY             
Current liabilities:             

Trade payables         $ 40,351    $ —      $ 40,351  
Provisions          37,760     —       37,760  
Derivative liabilities          11,940     —       11,940  
Pension and other employee obligations      5       27,404     (5)    27,399  
Short term line of credit          8,700     —       8,700  
Current portion of long term debt      1       40,000     (709)    39,291  
Deferred revenue          6,242     —       6,242  
Income taxes payable          2,375     —       2,375  
Other liabilities      9       3,972     1,663     5,635  

          
 

    
 

    
 

Total current liabilities          178,744     949     179,693  
Derivative liabilities          1,491     —       1,491  
Pension and other employee obligations      5       4,319     271     4,590  
Long term debt      1       72,457     (310)    72,147  
Deferred revenue          6,630     —       6,630  
Other non-current liabilities          2,675     —       2,675  
Deferred tax liabilities      4       7,614     (179)    7,435  

          
 

    
 

    
 

TOTAL LIABILITIES          273,930     731     274,661  
          

 
    

 
    

 

Shareholders’ equity:             
Share capital          6,951     —       6,951  
Ordinary Shares Subscribed          4     —       4  
Share premium      6,7,10       206,472     3,218     209,690  
Retained earnings      1,2,3,4,5,6,7,8,9,10       55,353     (17,563)    37,790  
Other components of equity      4,5,8,9       (7,652)    8,468     816  

          
 

    
 

    
 

Total shareholders’ equity          261,128     (5,877)    255,251  
          

 
    

 
    

 

TOTAL LIABILITIES AND EQUITY         $ 535,058    $ (5,146)   $ 529,912  
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Notes:
 
1 Under IFRS, debt is a financial liability recognized initially at fair value adjusted for transaction costs that are directly attributable to the issue of the

financial liability and measured subsequently at amortized cost. Accordingly, debt issue costs have been netted off against long term debt. Under Previous
GAAP, such debt issue costs were recorded as deferred charges. Due to the netting off of debt issue cost with the carrying amount of long term debt,
prepayment and other current assets and other non-current assets are lower by $592 and $169 and current portion and non-current portion of the long term
debt are lower by $592 and $169 respectively.

Further, under Previous GAAP, in connection with the refinancing of the long term debt, the debt issue cost for the new loan pertaining to existing lenders
continuing as new lenders were charged to the statement of income. Under IFRS, the same has been netted off against the long term debt. As a result, under
IFRS, the long term debt is lower by $258.

Under IFRS, lease deposits have been recorded at fair value, and the resultant difference between the fair value and carrying value is shown as prepaid rent.
As a result, under IFRS, prepayment and other current assets have increased by $286 and other non-current assets have reduced by $291.

 
2 Under IFRS, contingent consideration relating to acquisitions is recognized if it is probable that such consideration would be paid and can be measured

reliably. Under Previous GAAP, contingent consideration is recognized after the contingency is resolved and additional consideration becomes payable. As
a result, under IFRS, the Company has recognized contingent consideration as additional liability and retained earnings on the Transition Date.
Consequently, goodwill under IFRS is lower by $482.

 
3 The Company has applied the exemption as provided in IFRS 1 with respect to deemed cost and measured specific item of property and equipment, on a

selective basis within certain classes of assets, at its fair value at the Transition Date. Consequent to this, the fair value as of the Transition Date is taken as
their deemed cost for all those assets within these classes of assets where the fair value is lower than the carrying value. For all other assets within these
classes of assets where the fair value is greater than the carrying value, those assets have been carried at their Previous GAAP amounts. As a result, under
IFRS, property and equipment is lower by $1,775, with a corresponding impact to retained earnings.

 
4 Certain deferred tax credits (net) amounting to $1,944 not recognized under Previous GAAP are now recognized under IFRS due to a difference in

accounting treatment on account of:
 
 a) accelerated amortization of share-based compensation expense amounting to a credit of $1,188;
 
 b) time value of purchased options amounting to a credit of $1,205; and
 

 
c) deferred tax debit amounting to $449, due to a difference in accounting treatment on account of selective measurement of items of property and

equipment at their fair value.

The above adjustment has an impact on retained earnings and other components of equity.
 
5 Under IFRS the Company uses the projected unit credit method to determine the present value of defined benefit obligations using the market yields on

Government bonds. Under Previous GAAP, the Company used a discount rate that reflects Government bond yield plus a spread for credit risk. As a result,
the carrying value of employee benefits increased by $266 with a corresponding impact to retained earnings.

The Company has applied the exemption as provided in IFRS 1 with respect to employee benefits and has elected to recognize all cumulative actuarial
gains and losses up to the Transition Date. As a result, under IFRS, the Company has recognized $583 into retained earnings.

 
6 The Company grants share options to its employees. These share options vest in a graded manner over the vesting period. Under IFRS, each tranche of

vesting is treated as a separate award and the share-based compensation expense relating to that tranche is amortized over the vesting period of the
underlying tranche. This results in accelerated amortization of share-based compensation expense in the initial years following the grant of share options.
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Previous GAAP permits an entity to recognize the share-based compensation expense, relating to share options which vest in a graded manner, on a
straight-line basis over the requisite vesting period for the entire award. However, the amount of compensation cost recognized at any date must at least
equal the portion of the grant-date value of the award that is vested at that date. As a result of the change in accounting treatment under IFRS, share
premium is higher by $1,626 on account of higher share-based compensation expense.

 
7 Under the Indian tax laws, FBT was imposed on all stock options exercised on or after April 1, 2007. Under this legislation, on exercise of an option or

RSUs, employers were responsible for a tax equal to the intrinsic value at its vesting date multiplied by the applicable tax rate. The FBT was included as a
component of the exercise price while computing the fair value of the grant. In August 2009, the Indian tax laws withdrew the levy of FBT with effect from
April 1, 2009. Consequent to this change in legislation, no FBT were recovered for options and RSUs issued to Indian option holders, resulting in a
reduction in the exercise price of the options and RSUs. Under Previous GAAP, the change in FBT was treated as a modification

Under IFRS, the levy of FBT is accounted as reimbursement under IAS 37. The grant date fair values of options and RSUs computed under the Previous
GAAP have been recomputed to remove the effect of FBT component included in the exercise price. As a result of the change in accounting treatment
under IFRS, share premium is higher by $907on account of higher share-based compensation expense.

 
8 Under Previous GAAP, for effective hedges the premium paid for purchased options were recorded in other components of equity. Under IFRS, the time

value of the options are separated from the option value and recorded at fair value at each reporting period with the resultant gains or losses reported in the
statement of income. Consequently under IFRS, the change in accounting treatment resulted in an increase to other components of equity by $7,801 (net of
tax).

 
9 Under IFRS the redeemable noncontrolling interest has been derecognized, since the Company believes that the risks and rewards of the joint venture

always vested with the Company.

Under IFRS, put option has been classified as a financial liability and valued based on the probability weighted assessment of possible outcomes of the
various conditions for put option. Further, the exercise of the put option is not under the control of the Company. Accordingly, under IFRS, a liability has
been recorded based on the obligation existing as at the Transition Date based on the present value of the put option.

Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as the net settlement of the put option and call option is not
possible and hence was not classified as a derivative. The Company recognized the changes in redemption value of the redeemable noncontrolling interest
at the end of each reporting period. As a result, under IFRS, the share of losses on redeemable noncontrolling interest amounting to $59 recorded in other
components of equity has been transferred to retained earnings.

 
10 Under IFRS, the deferred tax asset on share-based compensation expense is adjusted based on the prevailing share price at each reporting date. Any

fluctuation in share price will result in a change in deferred tax. At the time of exercise of options, any excess deferred tax created is recognized as a charge
in the statement of income.

Under Previous GAAP, deferred tax asset on share-based compensation expense is calculated at the date of the grant of option. At the time of exercise of
option, the shortfall is recorded as a debit to equity to the extent prior excess tax benefits exist.

As a result of the change in accounting treatment under IFRS, the Company has recognized $685 of tax deficiency in statement of income with a
corresponding credit to share premium.
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Reconciliation of equity as at March 31, 2011

 

     Notes      

Amount as
per Previous

GAAP    

Effect of
transition to

IFRS    
Amount as
per IFRS  

ASSETS             
Current assets:             

Cash and cash equivalents         $ 27,090    $ —      $ 27,090  
Bank deposits and marketable securities          12     —       12  
Trade receivables          78,586     —       78,586  
Unbilled revenue          30,837     —       30,837  
Funds held for clients          8,799     —       8,799  
Current tax assets          8,502     —       8,502  
Derivative assets          11,182     —       11,182  
Prepayments and other current assets      1       16,679     (232)    16,447  

          
 

    
 

    
 

Total current assets          181,687     (232)    181,455  
Investments          2     —       2  
Goodwill      2       94,036     (503)    93,533  
Intangible assets          156,587     —       156,587  
Property and equipment      3       48,592     (1,414)    47,178  
Derivative assets          2,282     —       2,282  
Deferred tax assets      4       36,820     (3,302)    33,518  
Other non-current assets      1       8,413     (373)    8,040  

          
 

    
 

    
 

TOTAL ASSETS         $ 528,419    $ (5,824)   $ 522,595  
          

 

    

 

    

 

LIABILITIES AND EQUITY             
Current liabilities:             

Trade payables         $ 43,748    $ —      $ 43,748  
Provisions          32,933     —       32,933  
Derivative liabilities          9,963     —       9,963  
Pension and other employee obligations      5       31,034     (5)    31,029  
Short term line of credit          14,593     —       14,593  
Current portion of long term debt      1       50,000     (608)    49,392  
Deferred revenue          6,962     —       6,962  
Income taxes payable          3,088     —       3,088  
Other liabilities      9       2,359     1,767     4,126  

          
 

    
 

    
 

Total current liabilities          194,680     1,154     195,834  
Derivative liabilities          431     —       431  
Pension and other employee obligations      5       4,087     398     4,485  
Long term debt      1       43,095     (206)    42,889  
Deferred revenue          5,976     —       5,976  
Other non-current liabilities          2,978     —       2,978  
Deferred tax liabilities      4       5,953     (807)    5,146  

          
 

    
 

    
 

TOTAL LIABILITIES          257,200     539     257,739  
Shareholders’ equity:             

Share capital          6,955     —       6,955  
Share premium      6,7,10       208,050     3,380     211,430  
Retained earnings      2,3,4,5,6,7,8,9,10       60,259     (13,670)    46,589  
Other components of equity      4,5,8,9       (4,045)    3,927     (118) 

          
 

    
 

    
 

Total shareholders’ equity          271,219     (6,363)    264,856  
          

 
    

 
    

 

TOTAL LIABILITIES AND EQUITY         $ 528,419    $ (5,824)   $ 522,595  
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Notes:
 
1 Under IFRS, debt is a financial liability recognized initially at fair value adjusted for transaction costs that are directly attributable to the issue of the

financial liability and measured subsequently at amortized cost. Accordingly, debt issue costs have been netted off against long term debt. Under Previous
GAAP, such debt issue costs were recorded as deferred charges. Due to the netting off of debt issue cost with the carrying amount of long term debt,
prepayment and other current assets and other non-current assets are lower by $505 and $90 and current portion and non-current portion of the long term
debt are lower by $505 and $90, respectively.

Further, under Previous GAAP, in connection with the refinancing of the long term debt, the debt issue cost for the new loan pertaining to existing lenders
continuing as new lenders were charged to the statement of income. Under IFRS, the same has been netted off against the long term debt. As a result, under
IFRS, the long term debt is lower by $219.

Under IFRS, lease deposits have been recorded at fair value, and the resultant difference between the fair value and carrying value is shown as prepaid rent.
As a result, prepayment and other current assets have increased by $273 and other non-current assets have reduced by $283.

 
2 Under IFRS, contingent consideration relating to acquisitions is recognized if it is probable that such consideration would be paid and can be measured

reliably. Under Previous GAAP, contingent consideration is recognized after the contingency is resolved and additional consideration becomes payable. As
a result, under IFRS, the Company has recognized contingent consideration as additional liability and retained earnings on the Transition Date.
Consequently, goodwill under IFRS is lower by $503.

 
3 The Company has applied the exemption as provided in IFRS 1 with respect to deemed cost and measured specific items of property and equipment, on a

selective basis within certain classes of assets, at their fair values at the Transition Date. Consequent to this, the fair value as of the Transition Date is taken
as their deemed cost for all those assets within these classes of assets where the fair value was lower than the carrying value. For all other assets within
these classes of assets where the fair value is greater than the carrying value, those assets have been carried at their Previous GAAP amounts. As a result,
under IFRS, property and equipment is lower by $1,414, with a corresponding impact to retained earnings.

 
4 Certain deferred tax credits (net) amounting to $2,495 not recognized under Previous GAAP are now recognized under IFRS due to a difference in

accounting treatment on account of:
 
 a) accelerated amortization of share-based compensation expense amounting to a credit of $1,119;
 
 b) time value of purchased options amounting to a credit of $1,672;
 
 c) application of substantially enacted tax rates amounting to $198; and
 
 d) deferred tax debit amounting to $494 on account of the following:
 
 i) $426 on account of selective measurement of items of property and equipment at its fair value; and
 
 ii) deferred tax created on employee benefits plan in India of $68.

The above adjustment has an impact on retained earnings and other components of equity.
 
5 Under IFRS, the Company uses the projected unit credit method to determine the present value of defined benefit obligations using the market yields on

Government bonds. Under Previous GAAP, the Company used a discount rate that reflects Government bond yield plus a spread for credit risk. As a result,
the carrying value of employee benefits increased by $393 with a corresponding impact to retained earnings.

The Company has applied the exemption as provided in IFRS 1 with respect to employee benefits and has elected to recognize all cumulative actuarial
gains and losses up to the Transition Date. As a result, under IFRS, the Company has recognized $425 into retained earnings.

 
33



Table of Contents

WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

 
6 The Company grants share options to its employees. These share options vest in a graded manner over the vesting period. Under IFRS, each tranche of

vesting is treated as a separate award and the share-based compensation expense relating to that tranche is amortized over the vesting period of the
underlying tranche. This results in accelerated amortization of share-based compensation expense in the initial years following the grant of share options.

Previous GAAP permits an entity to recognize the share-based compensation expense, relating to share options which vest in a graded manner on a
straight-line basis over the requisite vesting period for the entire award. However, the amount of compensation cost recognized at any date must at least
equal the portion of the grant-date value of the award that is vested at that date. As a result of the change in accounting treatment under IFRS, share
premium is higher by $1,858 on account of higher share-based compensation expense.

 
7 Under the Indian tax laws, FBT was imposed on all stock options exercised on or after April 1, 2007. Under this legislation, on exercise of an option or

RSUs, employers were responsible for a tax equal to the intrinsic value at its vesting date multiplied by the applicable tax rate. The FBT was included as a
component of the exercise price while computing the fair value of the grant. In August 2009, Indian tax laws withdrew the levy of FBT with effect from
April 1, 2009. Consequent to this change in legislation, no FBT were recovered for options and RSUs issued to Indian optionees, resulting in a reduction in
the exercise price of the options and RSUs. Under Previous GAAP, FBT charge was treated as a modification.

Under IFRS, the levy of FBT is accounted as reimbursement under IAS 37. The grant date fair values of options and RSUs computed under the Previous
GAAP have been recomputed to remove the effect of FBT component included in the exercise price. As a result of the change in accounting treatment
under IFRS, share premium is higher by $782 on account of higher share-based compensation expense.

 
8 Under Previous GAAP, for effective hedges the premium paid for purchased options were recorded in other components of equity. Under IFRS, the time

value of the options are separated from the option value and recorded at fair value at each reporting period with the resultant gains or losses reported in the
statement of income. Consequently under IFRS, the change in accounting treatment resulted in an increase to other components of equity by $3,613 (net of
tax).

 
9 Under IFRS the redeemable noncontrolling interest is derecognized, since the Company believes that the risks and rewards of the joint venture always

vested with the Company.

Under IFRS, the put option in the joint venture agreement has been classified as a financial liability and valued based on the probability weighted
assessment of possible outcomes of the various conditions for the put option. Further, the exercise of the put option is not under the control of the
Company. Accordingly, under IFRS, a liability has been recorded based on the obligation existing as at the Transition Date based on the present value of
the put option.

Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as the net settlement of the put option and call option is not
possible and hence was not classified as a derivative. The Company recognized the changes in redemption value of the redeemable noncontrolling interest
at the end of each reporting period. As a result, under IFRS, the share of losses on redeemable noncontrolling interest amounting to $53 recorded in other
components of equity has been transferred to retained earnings.

 
10 Under IFRS, the deferred tax asset on share-based compensation expense is adjusted based on the prevailing share price at each reporting date. Any

fluctuation in share price will result in a change in deferred tax. At the time of exercise of options, any excess deferred tax created is recognized as a charge
in the statement of income.

Under Previous GAAP, deferred tax asset on share-based compensation expense is calculated at the date of the grant of option. At the time of exercise of
option, the shortfall is recorded as a debit to equity to the extent prior excess tax benefits exist.

As a result of the change in accounting treatment under IFRS, the Company has recognized $740 of tax deficiency in the statement of income with a
corresponding credit to share premium.
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Reconciliation of profit for the three months ended December 31, 2010

 

     
Relevant notes
for adjustments     

Amount as
per Previous

GAAP    

Effect of
transition to

IFRS    
Amount as
per IFRS    

Reclassific-
ation    

Amount as
per

IFRS  
Revenue         $ 152,651    $ —      $ 152,651    $ —      $ 152,651  
Cost of revenue      1,2,3,4       121,520     (420)    121,100     —       121,100  

          
 

    
 

    
 

    
 

    
 

Gross profit          31,131     420     31,551     —       31,551  
Operating expenses:                 

Selling and marketing expenses      1,3       6,203     (72)    6,131     —       6,131  
General and administrative expenses      1,3       13,999     5     14,004     —       14,004  
Foreign exchange gains      9       —       —       —       (6,173)    (6,173) 
Amortization of intangible assets          7,951     —       7,951     —       7,951  

          
 

    
 

    
 

    
 

    
 

Operating profits          2,978     487     3,465     6,173     9,638  
Other expense (income), net      4,6,9       (5,061)    (2,088)    (7,149)    6,877     (272) 
Finance expense      5,9       1,825     59     1,884     (704)    1,180  

          
 

    
 

    
 

    
 

    
 

Profit before income taxes          6,214     2,516     8,730     —       8,730  
Provision for income taxes      7       547     (781)    (234)    —       (234) 

          
 

    
 

    
 

    
 

    
 

Profit after tax          5,667     3,297     8,964     —       8,964  
Redeemable noncontrolling interest      8       (121)    121     —       —       —    

          
 

    
 

    
 

    
 

    
 

Profit         $ 5,788    $ 3,176    $ 8,964    $ —      $ 8964  
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Reconciliation of comprehensive income for the three months ended December 31, 2010
 

     

Relevant
notes
for

adjustments      

Amount as
per Previous

GAAP    

Effect of
transition to

IFRS    
Amount as
per IFRS    

Reclassific-
ation      

Amount as per
IFRS  

Profit         $ 5,667    $ 3,297    $ 8,964    $ —        $ 8,964  

Other comprehensive income for the period, net of taxes                   
Pension adjustment      10       468     (96)    372     —         372  
Changes in fair value of cash flow hedges      11       1,186     (2,677)    (1,491)    —         (1,491) 
Foreign currency translation          (869)    66     (803)    —         (803) 

          
 

    
 

    
 

    
 

      
 

Total other comprehensive income, net of taxes          785     (2,707)    (1,922)    —         (1,922) 
          

 
    

 
    

 
    

 
      

 

Less: Comprehensive income attributable to redeemable
noncontrolling interest      12       (105)    105     —       —         —    

          
 

    
 

    
 

    
 

      
 

Total comprehensive income         $ 6,557    $ 485    $ 7,042    $ —        $ 7,042  
          

 

    

 

    

 

    

 

      

 

Notes:
 
1 Under IFRS, the Company has applied the exemption as provided in IFRS 1 with respect to deemed cost and measured specific item of property and

equipment, on a selective basis within certain classes of assets, at its fair value at the Transition Date. Consequent to this, the fair value as of the Transition
Date is taken as their deemed cost for all those classes of assets where the fair value is lower than the carrying value. The resultant impact was taken to
retained earnings as on the Transition Date. As a result, under IFRS, the depreciation charge is lower by $394 in cost of revenue, $50 in selling and
marketing expenses and $3 in general and administrative expenses.

 
2 Under IFRS, the Company uses the projected unit credit method to determine the present value of defined benefit obligations using the market yields on

Government bonds. Under Previous GAAP, the Company used a discount rate that reflects Government bond yield plus a spread for credit risk. As a result
of the change in discount rates, under IFRS, the employee benefit expenses have reduced by $15 in cost of revenue.
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3 Under IFRS, the Company amortizes share-based compensation expense, relating to share options, which vest in a graded manner on an accelerated basis.

Under Previous GAAP, share-based compensation expense is recorded on a straight-line basis. Accordingly, due to a change in expense recognition method
under IFRS, the Company has recognized lower share-based compensation expense of $26 in cost of revenue, $22 in selling and marketing expenses and
higher stock compensation of $8 in general and administrative expenses.

 
4 Under IFRS, the Company has recorded at fair value lease deposits and the resultant difference between the amount paid and fair value is recognized as

prepaid rent. As a result of fair valuation, under IFRS, the cost of revenue has increased by $15 on account of the amortization of deferred rent cost on a
straight line basis and recorded interest income of $10 based on the effective interest rate method.

 
5 Under Previous GAAP, in connection with the refinancing of the long term debt, the debt issue cost for the new loan pertaining to existing lenders

continuing as new lenders were charged to the statement of income. Under IFRS, the debt issue costs have been netted off against the long term debt and
amortized to statement of income over the period of the loan. As a result, under IFRS, the expenses are higher on account of debt issue cost amortization by
$59.

 
6 Under Previous GAAP, for effective hedges, the premium paid for purchased options is recorded in other comprehensive income. Under IFRS, the time

value of the options are separated from the option value and recorded at fair value at each reporting period and the resultant gains or losses are reported
under the statement of income. As a result, under IFRS, the Company has recognized foreign exchange gains of $2,078.

 
7 Certain deferred tax credits (net) amounting to $781 not recognized under Previous GAAP are now recognized under IFRS due to a difference in

accounting treatment on account of:
 
 a) accelerated amortization of share-based compensation expense amounting to a credit of $816;
 
 b) time value of purchased options amounting to a credit of $10;
 
 c) tax deficiencies on exercise of options recognized in statement of income amounting to a debit of $27; and
 
 d) deferred tax debit amounting to $18 on account of selective measurement of items of property and equipment at their fair value.
 
8 Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as certain conditions of the put option and call option are not

within the control of the Company. Under IFRS, the shares held by redeemable noncontrolling interest do not meet the conditions for being classified as
equity since the Company has a contractual obligation to deliver cash and hence they have been classified as financial liability. As a result, under IFRS, the
Company bears all the losses attributable to noncontrolling interest amounting to $121.

 
9 Under IFRS, the Company has reclassified and presented foreign exchange gain as a separate line item under operating profits. Under Previous GAAP,

these transactions were presented under Other (income) expenses, net. Similarly, under IFRS, the mark to market gain of $704 on interest rate swap has
been reclassified into finance expense from Other (income) expense, net.
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10 Under Previous GAAP the Company recognizes actuarial gains and losses in other comprehensive income and subsequently, accumulated gains and losses

over and above the 10% corridor are recognized, systematically over the expected working lives of the employees, as an expense component of net periodic
benefit cost. Under IFRS, the Company has applied the exemption as provided in IFRS 1 with respect to employee benefits and has elected to recognize all
cumulative actuarial gains and losses in other comprehensive income and subsequently not to recognize the same in statement of income. As a result, under
IFRS, the other comprehensive income with respect to pension adjustment is lower by $96.

 
11 Under Previous GAAP, for effective hedges the premium paid for purchased options were recorded in other components of equity. Under IFRS, the time

value of the options are separated from the option value and recorded at fair value at each reporting period with the resultant gains or losses reported in the
statement of income. As a result, under IFRS, the other comprehensive income with respect to cash flow hedges (net of tax) is lower by $2,677.

 
12 Under IFRS, the shares held by redeemable noncontrolling interest do not meet the conditions for being classified as equity since the Company has a

contractual obligation to deliver cash and hence they have been classified as financial liability.

Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as certain conditions of the put option and call option are not
within the control of the Company. The Company recognized the changes in redemption value of the redeemable noncontrolling interest at the end of each
reporting period.

Under IFRS, the Company bears all the changes attributable to redeemable noncontrolling interest. Consequently, the other comprehensive income with
respect to noncontrolling interest is higher by $105.
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Reconciliation of profit for the nine months ended December 31, 2010

 

     
Relevant notes
for adjustments     

Amount as
per Previous

GAAP    

Effect of
transition to

IFRS    
Amount as
per IFRS    

Reclassific-
ation    

Amount as
per

IFRS  
Revenue         $ 456,774    $ —      $ 456,774    $ —      $ 456,774  
Cost of revenue      1,2,3,4       365,737     (1,501)    364,236     —       364,236  

          
 

    
 

    
 

    
 

    
 

Gross profit          91,037     1,501     92,538     —       92,538  
Operating expenses:                 

Selling and marketing expenses      1,3       17,849     (278)    17,571     —       17,571  
General and administrative expenses      1,3       41,587     (491)    41,096     —       41,096  
Foreign exchange gains      9       —       —         (10,839)    (10,839) 
Amortization of intangible assets          23,853     —       23,853     —       23,853  

          
 

    
 

    
 

    
 

    
 

Operating profits          7,748     2,270     10,018     10,839     20,857  
Other expense (income), net      4,6,9       (4,662)    (3,078)    (7,740)    7,127     (613) 
Finance expense      5,9       6,439     115     6,554     3,712     10,266  

          
 

    
 

    
 

    
 

    
 

Profit before income taxes          5,971     5,233     11,204     —       11,204  
Provision for income taxes      7       1,796     294     2,090     —       2,090  

          
 

    
 

    
 

    
 

    
 

Profit after tax          4,175     4,939     9,114     —       9,114  
Redeemable noncontrolling interest      8       (489)    489     —       —       —    

          
 

    
 

    
 

    
 

    
 

Profit         $ 4,664    $ 4,450    $ 9,114    $ —      $ 9,114  
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Reconciliation of comprehensive income for the nine months ended December 31, 2010

 

     

Relevant
notes
for

adjustments      

Amount as
per Previous

GAAP    

Effect of
transition to

IFRS    
Amount as
per IFRS    

Reclassific-
ation      

Amount as per
IFRS  

Profit         $ 4,175    $ 4,939    $ 9,114    $ —        $ 9,114  

Other comprehensive income for the period, net of taxes:                   
Pension adjustment      10       360     94     454     —         454  
Changes in fair value of cash flow hedges      11       (3,979)    (3,265)    (7,244)    —         (7,244) 
Foreign currency translation          3,643     110     3,753     —         3,753  

          
 

    
 

    
 

    
 

      
 

Total other comprehensive (loss) income, net of taxes          24     (3,061)    (3,037)    —         (3,037) 
          

 
    

 
    

 
    

 
      

 

Less: Comprehensive income attributable to redeemable
noncontrolling interest      12       (386)    386     —       —         —    

          
 

    
 

    
 

    
 

      
 

Total comprehensive income         $ 4,585    $ 1,492    $ 6,077    $ —        $ 6,077  
          

 

    

 

    

 

    

 

      

 

Notes:
 
1 Under IFRS, the Company has applied the exemption as provided in IFRS 1 with respect to deemed cost and measured specific item of property and

equipment, on a selective basis within certain classes of assets, at its fair value at the Transition Date. Consequent to this, the fair value as of the Transition
Date is taken as their deemed cost for all those classes of assets where the fair value is lower than the carrying value. The resultant impact was taken to
retained earnings as on the Transition Date. As a result, under IFRS, the depreciation charge is lower by $1,199 in cost of revenue, $159 in selling and
marketing expenses and $10 in general and administrative expenses.

 
2 Under IFRS, the Company uses the projected unit credit method to determine the present value of defined benefit obligations using the market yields on

Government bonds. Under Previous GAAP, the Company used a discount rate that reflects Government bond yield plus a spread for credit risk. As a result
of the change in discount rates, under IFRS, the employee benefit expenses have reduced by $17 in cost of revenue.
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3 Under IFRS, the Company amortizes share-based compensation expense, relating to share options, which vest in a graded manner on an accelerated basis.

Under Previous GAAP, share-based compensation expense is recorded on a straight-line basis. Accordingly, due to a change in expense recognition method
under IFRS, the Company has recognized lower share-based compensation expense of $303 in cost of revenue, $119 in selling and marketing expenses and
$481 in general and administrative expenses.

 
4 Under IFRS, the Company has recorded at fair value lease deposits and the resultant difference between the amount paid and fair value is recognized as

prepaid rent. As a result of fair valuation, under IFRS, the cost of revenue has increased by $18 on account of the amortization of deferred rent cost on a
straight line basis and recorded interest income of $12 based on the effective interest rate method.

 
5 Under Previous GAAP, in connection with the refinancing of the long term debt, the debt issue cost for the new loan pertaining to existing lenders

continuing as new lenders were charged to the statement of income. Under IFRS, the debt issue costs have been netted off against the long term debt and
amortized to statement of income over the period of the loan. As a result, under IFRS, the expenses are higher on account of debt issue cost amortization by
$115.

 
6 Under Previous GAAP, for effective hedges, the premium paid for purchased options is recorded in other comprehensive income. Under IFRS, the time

value of the options are separated from the option value and recorded at fair value at each reporting period and the resultant gains or losses are reported
under the statement of income. As a result, under IFRS, the Company has recognized foreign exchange gains of $2,714.

Under Previous GAAP, in connection with the refinancing of the long term debt, the debt issuance cost for the new loan pertaining to existing lenders
continuing as new lenders were charged to the statement of income. Under IFRS, the debt issue costs have been netted off against the long term debt. As a
result, under IFRS, the Other (income) expense, net is lower by $375.

The Company recorded revaluation loss on account of payout made in respect of contingent consideration amounting to $23.
 
7 Certain deferred tax debits (net) amounting to $294 not recognized under Previous GAAP are now recognized under IFRS due to a difference in accounting

treatment on account of:
 
 a) tax deficiencies on exercise of options recognized in statement of income amounting to a debit of $685;
 
 b) accelerated amortization of share-based compensation expense amounting to a credit of $236;
 
 c) deferred tax debit amounting to $58 on account of selective measurement of items of property and equipment at their fair value;
 
 d) time value of purchased options amounting to a credit of $17; and
 
 e) application of substantially enacted rate amounting to a credit of $196.
 
8 Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as certain conditions of the put option and call option are not

within the control of the Company. Under IFRS, the shares held by redeemable noncontrolling interest do not meet the conditions for being classified as
equity since the Company has a contractual obligation to deliver cash and hence they have been classified as financial liability. As a result, under IFRS, the
Company bears all the losses attributable to noncontrolling interest amounting to $489.

 
9 Under IFRS, the Company has reclassified and presented foreign exchange gain as a separate line item under operating profits. Under Previous GAAP,

these transactions were presented under Other (income) expenses, net. Similarly, under IFRS, the mark to market loss of $3,712 on interest rate swap has
been reclassified into finance expense from Other (income) expense, net.
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10 Under Previous GAAP the Company recognizes actuarial gains and losses in other comprehensive income and subsequently, accumulated gains and losses

over and above the 10% corridor are recognized, systematically over the expected working lives of the employees, as an expense component of net periodic
benefit cost. Under IFRS, the Company has applied the exemption as provided in IFRS 1 with respect to employee benefits and has elected to recognize all
cumulative actuarial gains and losses in other comprehensive income and subsequently not to recognize the same in statement of income. As a result, under
IFRS, the other comprehensive income with respect to pension adjustment is higher by $94.

 
11 Under Previous GAAP, for effective hedges the premium paid for purchased options were recorded in other components of equity. Under IFRS, the time

value of the options are separated from the option value and recorded at fair value at each reporting period with the resultant gains or losses reported in the
statement of income. As a result, under IFRS, the other comprehensive income with respect to cash flow hedges (net of tax) is lower by $3,265.

 
12 Under IFRS, the shares held by redeemable noncontrolling interest do not meet the conditions for being classified as equity since the Company has a

contractual obligation to deliver cash and hence they have been classified as financial liability.

Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as certain conditions of the put option and call option are not
within the control of the Company. The Company recognized the changes in redemption value of the redeemable noncontrolling interest at the end of each
reporting period.

Under IFRS, the Company bears all the changes attributable to redeemable noncontrolling interest. Consequently, the other comprehensive income with
respect to noncontrolling interest is higher by $386.
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Reconciliation of profits for the year ended March 31, 2011

 
           Amount as                  
     Relevant      per    Effect of    Amount          
     notes for      Previous    transition to    as per    Reclassific-    Amount as  
     adjustment      GAAP    IFRS    IFRS    ation    per IFRS  
Revenue         $ 616,251    $ —      $ 616,251    $ —      $ 616,251  
Cost of revenue      1,2,3,4       491,847     (1,826)    490,021     —       490,021  

          
 

    
 

    
 

    
 

    
 

Gross profit          124,404     1,826     126,230     —       126,230  
Operating expenses:                 

Selling and marketing expenses      1,3       23,787     (333)    23,454     —       23,454  
General and administrative expenses      1,3       56,756     (393)    56,363     —       88,173  
Foreign exchange gain          —       —       —       (15,123)    (15,123) 
Amortization of intangible assets          31,810     —       31,810      

          
 

    
 

    
 

    
 

    
 

Operating profits          12,051     2,552     14,603     15,123     29,726  
Other (income) expense, net      4,6,9       (6,106)    (6,914)    (13,020)    11,895     (1,125) 
Finance expense      5       8,018     200     8,218     3,228     11,446  

          
 

    
 

    
 

    
 

    
 

Profit before income taxes          10,139     9,266     19,405     —       19,405  
Provision for income taxes      7       1,052     440     1,492     —       1,492  

          
 

    
 

    
 

    
 

    
 

Profit after tax          9,087     8,826     17,913     —       17,913  
Redeemable noncontrolling interest      8       (730)    730     —       —       —    

          
 

    
 

    
 

    
 

    
 

Profit         $ 9,817    $ 8,096    $ 17,913    $ —      $ 17,913  
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Reconciliation of comprehensive income for the year ended March 31, 2011

 
     Relevant      Amount as    Effect of    Amount            
     notes for      per Previous    transition to    as per    Reclassific-      Amount as  
     adjustments      GAAP    IFRS    IFRS    ation      per IFRS  
Profit         $ 9,087    $ 8,826    $ 17,913    $ —        $ 17,913  
Other comprehensive income for the period, net of taxes                   
Pension adjustment      10       788     (91)    697     —         697  
Changes in fair value of cash flow hedges      11       (4,707)    (7,265)    (11,972)    —         (11,972) 
Foreign currency translation          7,544     (239)    7,305     —         7,305  

          
 

    
 

    
 

    
 

      
 

Total other comprehensive income (loss), net of taxes          3,625     (7,595)    (3,970)    —         (3,970) 
          

 
    

 
    

 
    

 
      

 

Less: Comprehensive income attributable to redeemable
noncontrolling interest      12       (633)    633     —       —         —    

          
 

    
 

    
 

    
 

      
 

Total comprehensive income         $ 13,345    $ 598    $ 13,943    $ —        $ 13,943  
          

 

    

 

    

 

    

 

      

 

Notes:
 
1 Under IFRS, the Company has applied the exemption as provided in IFRS 1 with respect to deemed cost and measured specific items of property and

equipment, on a selective basis within certain classes of assets, at their fair values at the Transition Date. Consequent to this, the fair value as of the
Transition Date is taken as their deemed cost for all those classes of assets where the fair value is lower than the carrying value. As a result, under IFRS, the
depreciation charge is lower by $1,524 in cost of revenue, $206 in selling and marketing expenses and $12 in general and administrative expenses.

 
2 Under IFRS, the Company uses the projected unit credit method to determine the present value of defined benefit obligations using the market yields on

Government bonds. Under Previous GAAP, the Company used a discount rate that reflects Government bond yield plus a spread for credit risk. As a result
of the change in discount rates, under IFRS, the employee benefit expense has reduced by $49 in cost of revenue.
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3 Under IFRS, the Company amortizes share-based compensation expense, relating to share options which vest in a graded manner on an accelerated basis.

Under Previous GAAP, share-based compensation expense is recorded on a straight-line basis. Accordingly, due to the change in expense recognition
method under IFRS, the Company has recognized lower share-based compensation expense of $286 in cost of revenue, $127 in selling and marketing
expenses and $381 in general and administrative expenses.

 
4 Under IFRS, the Company has recorded at fair value lease deposits and the resultant difference between the amount paid and fair value is recognized as

prepaid rent difference. As a result of the fair valuation, under IFRS, the cost of revenue has increased by $33 on account of the amortization of deferred
rent cost on a straight line basis and recorded interest income $23 based on the effective interest rate method.

 
5 Under Previous GAAP, in connection with the refinancing of the long term debt, the debt issue cost for the new loan pertaining to existing lenders

continuing as new lenders were charged to the statement of income. Under IFRS, the debt issue costs have been netted off against the long term debt and
amortized to the statement of income over the period of the loan. As a result, under IFRS, the expenses are higher on account of debt issue cost
amortization by $200.

 
6 Under Previous GAAP, for effective hedges, the premium paid for purchased options is recorded in other comprehensive income. Under IFRS, the time

value of the options are separated from the option value and recorded at fair value at each reporting period and the resultant gains or losses are reported
under the statement of income. As a result, under IFRS, the Company has recognized foreign exchange gains of $6,496.

Under Previous GAAP, in connection with the refinancing of the long term debt, the debt issuance cost for the new loan pertaining to existing lenders
continuing as new lenders were charged to the statement of income. Under IFRS, the debt issue cost has been netted off against the long term debt. As a
result, under IFRS, the other (income) expenses are lower by $418.

The Company recorded revaluation loss on account of payout made in respect of contingent consideration amounting to $23.
 
7 Certain deferred tax debit (net) amounting to $440 not recognized under Previous GAAP are now recognized under IFRS due to a difference in accounting

treatment on account of:
 
 a) tax deficiencies on exercise of options recognized in the statement of income amounting to a debit of $738;
 
 b) selective measurement of items of property and equipment at their fair value amounting to a debit of $83;
 
 c) time value of purchased option amounting to a debit of $46;
 
 d) accelerated amortization of share-based compensation expense amounting to a credit of $132;
 
 e) deferred tax asset created on employee benefits in India amounting to a credit of $100; and
 
 f) application of substantially enacted rate amounting to a credit of $196.
 
8 Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as certain conditions of the put option and call option are not

within the control of the Company. Under IFRS, the shares held by redeemable noncontrolling interest do not meet the conditions for being classified as
equity since the Company has a contractual obligation to deliver cash and hence they have been classified as financial liability. As a result, under IFRS, the
Company bears all the losses attributable to noncontrolling interest amounting to $730.

 
9 Under IFRS, the Company has reclassified and presented foreign exchange (gain)/losses as a separate line item under Operating Profits. Under Previous

GAAP, these transactions were presented under Other (Income) Expenses, net. Similarly, under IFRS, the mark to market loss of $3,228 on interest rate
swap has been reclassified into finance expense from Other (income) expense.
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10 Under Previous GAAP the Company recognizes actuarial gains and losses in other comprehensive income and subsequently, accumulated gains and losses

over and above the 10% corridor are recognized, systematically over the expected working lives of the employees, as an expense component of net periodic
benefit cost. Under IFRS, the Company has applied the exemption as provided in IFRS 1 with respect to employee benefits and has elected to recognize all
cumulative actuarial gains and losses in other comprehensive income and subsequently not to recognize the same in the statement of income. As a result,
under IFRS, the other comprehensive income with respect to pension adjustment is lower by $91.

 
11 Under Previous GAAP, for effective hedges the premium paid for purchased options were recorded in other components of equity. Under IFRS, the time

value of the options are separated from the option value and recorded at fair value at each reporting period with the resultant gains or losses reported in the
statement of income. As a result, under IFRS, the other comprehensive income with respect to cash flow hedges (net of tax) is lower by $7,265.

 
12 Under IFRS, the shares held by redeemable noncontrolling interest do not meet the conditions for being classified as equity since the Company has a

contractual obligation to deliver cash and hence they have been classified as financial liability.

Under Previous GAAP, redeemable noncontrolling interest was classified as temporary equity as certain conditions of the put option and call option are not
within the control of the Company. The Company recognized the changes in redemption value of the redeemable noncontrolling interest at the end of each
reporting period.

Under IFRS, the Company bears all the changes attributable to redeemable noncontrolling interest. Consequently, the other comprehensive income with
respect to noncontrolling interest is higher by $633.
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3. New accounting pronouncements not yet adopted by the Company

Certain new standards, interpretations and amendments to existing standards have been published that are mandatory for the Company’s accounting periods
beginning on or after April 1, 2011 or later periods. Those which are considered to be relevant to the Company’s operations are set out below.
 

 
i. International Accounting Standards Board (“IASB”) issued an amendment in IFRS 7 “Financial Instruments: Disclosure” (“IFRS 7”) that requires

additional quantitative and qualitative disclosures relating to transfers of financial assets effective for annual periods beginning on or after July 1,
2011 with earlier application permitted, where:

 

 
• financial assets are derecognized in their entirety, but where the entity has a continuing involvement in them (e.g., options or guarantees on

the transferred assets); and
 
 • financial assets are not derecognized in their entirety.

The Company is evaluating the impact of this additional disclosure requirement.
 

 

ii. In November 2009, the IASB issued IFRS 9 “Financial Instruments: Classification and Measurement” (“IFRS 9”). This standard introduces certain
new requirements for classifying and measuring financial assets and liabilities and divides all financial assets that are currently in the scope of IAS
39 into two classifications, viz. those measured at amortized cost and those measured at fair value. The standard has subsequently proposed
expansion of IFRS 9 for classifying and measuring financial liabilities, de-recognition of financial instruments, impairment, and hedge accounting.

IFRS 9 is effective for fiscal years beginning on or after January 1, 2015. Earlier application is permitted. The Company is currently evaluating the
impact that this new standard will have on its consolidated financial statements.

 

 

iii. In May 2011, the IASB issued IFRS 13 “Fair Value Measurements” (“IFRS 13”). IFRS 13 defines fair value, provides single IFRS framework for
measuring fair value; and requires disclosure about fair value measurements. IFRS 13 is effective for annual periods beginning on or after January 1,
2013, with earlier application permitted. The Company is currently evaluating the impact that this new standard will have on its consolidated
financial statements.

 

 

iv. In May, 2011, the IASB issued IFRS 10 “Consolidated Financial Statements” (“IFRS 10”) which replaces consolidation requirements in IAS 27
“Consolidated and Separate Financial Statements “ and SIC-12 “Consolidation — Special Purpose Entities “ and builds on existing principles by
identifying the concept of control as the determining factor in whether an entity should be included within the consolidated financial statements of
the parent company. This pronouncement is effective for the annual period beginning on or after January 1, 2013 with earlier application permitted so
long as each of this standard is applied together with other four standards as mentioned below;

IFRS 11 “Joint Arrangements”
IFRS 12 “Disclosure of Interest in Other Entities”
IAS 27 (Revised) “Separate Financial Statements”
IAS 28 (Revised) “Investments in Associates and Joint Ventures”

The remainder of IAS 27, ‘Separate Financial Statements’, now contains accounting and disclosure requirements for investments in subsidiaries,
joint ventures and associates only when an entity prepares separate financial statements and is therefore not applicable in the Company’s
consolidated financial statements.

IFRS 11“Joint Arrangements” (“IFRS 11”), which replaces IAS 31, “Interests in Joint Ventures” and SIC-13, “Jointly Controlled Entities — Non-
monetary Contributions by Ventures” , requires a single method, known as the equity method, to account for interests in jointly controlled entities.
The proportionate consolidation method in joint ventures is prohibited. IAS 28, “Investments in Associates and Joint Ventures”, was amended as a
consequence of the issuance of IFRS 11. In addition to prescribing the accounting for investment in associates, it now sets out the requirements for
the application of the equity method when accounting for joint ventures. The application of the equity method has not changed as a result of this
amendment.
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IFRS 12 “Disclosure of Interest in Other Entities” is a new and comprehensive standard on disclosure requirements for all forms of interests in other
entities, including joint arrangements, associates, special purpose vehicles and other off balance sheet vehicles. The standard includes disclosure
requirements for entities covered under IFRS 10 and IFRS 11.

The Company is currently evaluating the impact of the above pronouncements on the Company’s consolidated financial statements.
 
v. In June 2011, the IASB published amendments to IAS 1 “Presentation of Financial Statements” (“IAS 1”). The amendments to IAS 1 require companies

preparing financial statements in accordance with IFRS to group items within other comprehensive income that may be reclassified to the profit or loss
separately from those items which would not be recyclable in the profit or loss section of the statement of income. It also requires the tax associated with
items presented before tax to be shown separately for each of the two groups of other comprehensive income items (without changing the option to present
items of other comprehensive income either before tax or net of tax).

The amendments also reaffirm existing requirements that items in other comprehensive income and profit or loss should be presented as either a single
statement or two consecutive statements. This amendment is applicable to annual periods beginning on or after 1 July 2012, with early adoption permitted.
The Company is required to adopt IAS 1 (Amended) by accounting year commencing April 1, 2013. The Company has evaluated the requirements of IAS
1 (Amended) and the Company does not believe that the adoption of IAS 1 (Amended) will have a material effect on its consolidated financial statements.

 
vi. In June 2011, the IASB issued an amended IAS 19 “Employee Benefits”. This amendment is applicable on a modified retrospective basis to annual periods

beginning on or after January 1, 2015, with early adoption permitted. Apart from certain miscellaneous changes, key changes are:
 
 a. recognition of changes in the net defined liability(assets);
 
 b. introduced enhanced disclosures about defined benefit plans; and
 
 c. modified accounting for termination benefits.
 
vii. In December 2011, the IASB amended the accounting requirements and disclosures related to offsetting of financial assets and financial liabilities by

issuing an amendment to IAS 32 “Financial Instruments: Presentation “and IFRS 7 “Financial Instruments: Disclosure”.

The amendment to IFRS 7 requires companies to disclose information about rights of offset and related arrangements for financial instruments under an
enforceable master netting agreement or similar arrangement. The new disclosure are effective for interim or annual periods beginning on or after
January 1, 2013. It requires retrospective application for comparative periods.

The IASB has amended IAS 32 to clarify the meaning of ‘currently has a legally enforceable right of set off’ and ‘simultaneous realization and settlement’.
The amendment’s clarify that to result in offset of a financial assets and financial liability, a right to set off must be available today rather than being
contingent on a future event and must be exercisable by any of the counterparties, both in the normal course of business and in the event of default,
insolvency or bankruptcy.

Also the amendments clarify that the determination of whether the rights meets the legally enforceable criterion will depend on both the contractual terms
entered into between the counterparties as well as the law governing the contract and the bankruptcy process in the event of bankruptcy or insolvency. The
amendments are effective for annual periods beginning on or after January 1, 2014 and are required to be applied retrospectively for comparative periods.

The Company is currently evaluating the impact that the above amendments will have on its consolidated financial statements.
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4. Cash and cash equivalents

The Company considers all highly liquid investments with an initial maturity of up to three months to be cash equivalents. The components of cash and
cash equivalents are as follows:

 
     As at  
     December 31,      March 31,      April 1,  
     2011      2011      2010  
Cash and bank balance     $ 22,905      $ 21,631      $ 25,320  
Short term deposits with bank      422       5,459       6,991  

      
 

      
 

      
 

Total     $ 23,327      $ 27,090      $ 32,311  
      

 

      

 

      

 

Short term deposits can be withdrawn by the Company at any time without prior notice and without any penalty on the principal.

5. Trade receivables
 
     As at  
     December 31,    March 31,    April 1,  
     2011    2011    2010  
Trade receivables     $ 71,419    $ 82,427    $ 47,234  
Trade receivables from related parties      618     556     739  
Allowances for doubtful account receivables      (5,038)    (4,397)    (3,152) 

      
 

    
 

    
 

Total     $ 66,999    $ 78,586    $ 44,821  
      

 

    

 

    

 

The activity in the allowances for doubtful accounts receivables is given below:
 
     As at  
     December 31,    March 31,    April 1,  
     2011    2011    2010  
Balance at the beginning of the period     $ 4,397    $ 3,152    $ 1,935  
Charged to operations      1,170     1,794     1,666  
Write-off, net of collections      (38)    (183)    (20) 
Reversal      (338)    (510)    (428) 
Translation adjustment      (153)    144     (1) 

      
 

    
 

    
 

Balance at the end of the period     $ 5,038    $ 4,397    $ 3,152  
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6. Prepayment and other assets

Prepayment and other assets consist of the following:
 
     As at  
     December 31,      March 31,      April 1,  
     2011      2011      2010  
Current:             
VAT receivables     $ 11,152      $ 10,103      $ 8,644  
Deferred cost      812       1,153       907  
Employee receivables      1,750       1,232       1,526  
Advances      4,799       1,006       1,035  
Prepaid expenses      3,391       2,581       2,101  
Other assets      332       372       2,481  

      
 

      
 

      
 

Total     $ 22,236      $ 16,447      $ 16,694  
      

 

      

 

      

 

Non-current:             
Deferred cost     $ 443      $ 734      $ 1,224  
Transition premium      208       246       301  
Deposits      5,959       7,060       7,086  

      
 

      
 

      
 

Total     $ 6,610      $ 8,040      $ 8,611  
      

 

      

 

      

 

7. Goodwill

Goodwill as at December 31, 2011 and March 31, 2011 has been allocated to the Cash Generating Units (CGU), identified to be operating segments, as follows:
 
         WNS      
     WNS    Auto      
     Global BPO    Claims    Total  
Balance as at April 1, 2010     $ 59,515    $ 31,147    $ 90,662  

Foreign currency translation      774     2,097     2,871  
      

 
    

 
    

 

Balance as at March 31, 2011     $ 60,289    $ 33,244    $ 93,533  
Foreign currency translation      (8,874)    (1,333)    (10,207) 

      
 

    
 

    
 

Balance as at December 31, 2011     $ 51,415    $ 31,911    $ 83,326  
      

 

    

 

    

 

 
50



Table of Contents

WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

 
8. Intangibles

The following are the changes in the carrying value of acquired intangible for the year ended March 31, 2011:
 
                             Covenant        
     Customer      Customer      Intellectual      Leasehold      not-        
Gross carrying value     contracts      relationship      property rights      benefits      to-compete      Total  
Balance as at April 1, 2010     $ 189,961      $ 64,891      $ 4,660      $ 1,835      $ 337      $ 261,684  
Translation adjustments      249       617       314       —         16       1,196  

      
 

      
 

      
 

      
 

      
 

      
 

Balance as at March 31, 2011     $ 190,210      $ 65,508      $ 4,974      $ 1,835      $ 353      $ 262,880  
      

 
      

 
      

 
      

 
      

 
      

 

Accumulated amortization and impairment                         
Balance as at April 1, 2010     $ 49,301      $ 19,962      $ 3,344      $ 789      $ 209      $ 73,605  
Amortization      21,270       8,822       1,198       459       61       31,810  
Translation adjustments      248       351       270       —         9       878  

      
 

      
 

      
 

      
 

      
 

      
 

Balance as at March 31, 2011     $ 70,819      $ 29,135      $ 4,812      $ 1,248      $ 279      $ 106,293  
      

 
      

 
      

 
      

 
      

 
      

 

Net carrying value as at March 31, 2011     $ 119,391      $ 36,373      $ 162      $ 587      $ 74      $ 156,587  
      

 

      

 

      

 

      

 

      

 

      

 

The following are the changes in the carrying value of acquired intangible for the nine months ended December 31, 2011:
 
                       Covenant          
     Customer    Customer    Intellectual    Leasehold      not-          
Gross carrying value     contracts    relationship    property rights    benefits      to-compete    Software    Total  
Balance as at April 1, 2011     $ 190,210    $ 65,508    $ 4,974    $ 1,835      $ 353    $ —      $ 262,880  
Additions      —       —       —       —         —       218     218  
Translation adjustments      (18,443)    (1,636)    (200)    —         (10)    (23)    (20,312) 

      
 

    
 

    
 

    
 

      
 

    
 

    
 

Balance as at December 31, 2011     $ 171,767    $ 63,872    $ 4,774    $ 1,835      $ 343    $ 195    $ 242,786  
      

 
    

 
    

 
    

 
      

 
    

 
    

 

Accumulated amortization and impairment                   
Balance as at April 1, 2011     $ 70,819    $ 29,135    $ 4,812    $ 1,248      $ 279    $ —      $ 106,293  
Amortization      15,208     6,622     161     344       47     11     22,393  
Translation adjustments      (2,092)    (1,403)    (199)    —         (9)    (1)    (3,704) 

      
 

    
 

    
 

    
 

      
 

    
 

    
 

Balance as at December 31, 2011     $ 83,935    $ 34,354    $ 4,774    $ 1,592      $ 317    $ 10    $ 124,982  
      

 
    

 
    

 
    

 
      

 
    

 
    

 

Net carrying value as at December 31, 2011     $ 87,832    $ 29,518    $ —      $ 243      $ 26    $ 185    $ 117,804  
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As at December 31, 2011, the estimated remaining weighted average amortization periods for intangibles are as follows:
 
     Balance Life  
     (In months)  
Customer contracts      58  
Customer relationship      54  
Leasehold benefits      6  
Covenant not-to-compete      5  
Software      34  

The estimated annual amortization expense based on intangible balance and exchange rates, each as at December 31, 2011 are as follows:
 
     Amount  
2012     $ 25,994  
2013      24,126  
2014      23,668  
2015      23,618  
2016      20,381  

      
 

    $ 117,787  
      

 

‘
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9. Property and equipment, net

The following are the changes in the carrying value of property and equipment for the year ended March 31, 2011:
 
                 Furniture,                    
           Computers      fixtures and            Leasehold        
           and      office            improve-        
Gross carrying value     Buildings      software      equipment      Vehicles      ments      Total  
Balance as at April 1, 2010     $ 12,424      $ 59,828      $ 51,269      $ 2,299      $ 40,193      $ 166,013  
Additions      170       5,375       5,184       1,180       4,326       16,235  
Disposal/Retirements      —         294       422       1,174       590       2,480  
Translation adjustments      79       1,573       686       22       514       2,874  

      
 

      
 

      
 

      
 

      
 

      
 

Balance as at March 31, 2011     $ 12,673      $ 66,482      $ 56,717      $ 2,327      $ 44,443      $ 182,642  
      

 
      

 
      

 
      

 
      

 
      

 

Accumulated depreciation and impairment                         
Balance as at April 1, 2010     $ 846      $ 51,293      $ 41,128      $ 1,807      $ 27,885      $ 122,959  
Depreciation      674       5,792       5,175       408       5,571       17,620  
Disposal/Retirements      —         256       452       547       605       1,860  
Translation adjustments      19       1,334       566       15       403       2,337  

      
 

      
 

      
 

      
 

      
 

      
 

Balance as at March 31, 2011     $ 1,539      $ 58,163      $ 46,417      $ 1,683      $ 33,254      $ 141,056  
      

 
      

 
      

 
      

 
      

 
      

 

Capital work-in-progress                          5,592  
                          

 

Net carrying value as at March 31, 2011                         $ 47,178  
                          

 

The following are the changes in the carrying value of property and equipment for the nine months ended December 31, 2011:
 
             Furniture,              
         Computers    fixtures and        Leasehold      
         and    office        improve-      
Gross carrying value     Buildings    software    equipment    Vehicles    ments    Total  
Balance as at April 1, 2011     $ 12,673    $ 66,482    $ 56,717    $ 2,327    $ 44,443    $ 182,642  
Additions      —       4,521     5,842     616     6,955     17,934  
Disposal/Retirements      —       741     1,085     1,083     23     2,932  
Translation adjustments      (1,055)    (8,191)    (8,139)    (308)    (7,147)    (24,840) 

      
 

    
 

    
 

    
 

    
 

    
 

Balance as at December 31, 2011     $ 11,618    $ 62,071    $ 53,335    $ 1,552    $ 44,228    $ 172,804  
      

 
    

 
    

 
    

 
    

 
    

 

Accumulated depreciation and impairment               
Balance as at April 1, 2011     $ 1,539    $ 58,163    $ 46,417    $ 1,683    $ 33,254    $ 141,056  
Depreciation      450     4,496     3,294     136     3,784     12,160  
Disposal/Retirements      —       734     993     448     22     2,197  
Translation adjustments      (149)    (7,401)    (6,800)    (230)    (5,419)    (19,999) 

      
 

    
 

    
 

    
 

    
 

    
 

Balance as at December 31, 2011     $ 1,840    $ 54,524    $ 41,918    $ 1,141    $ 31,597    $ 131,020  
      

 
    

 
    

 
    

 
    

 
    

 

Capital work-in-progress                3,329  
                

 

Net carrying value as at December 31, 2011               $ 45,113  
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10. Financial instruments

Financial instruments by category

The carrying value and fair value of financial instruments by categories as at December 31, 2011 were as follows:

Financial assets
 
                 Derivative              
                 designated              
           Financial      as cash flow      Available      Total  
     Loans and      assets at      hedges (carried      for      carrying  
     receivables      FVTPL      at fair value)      sale      value  
Cash and cash equivalents     $ 23,327      $ —        $ —        $ —        $ 23,327  
Bank deposits and
marketable securities      11,402       —         —         —         11,402  
Trade receivables      66,999       —         —         —         66,999  

Unbilled revenue      34,480       —         —         —         34,480  
Prepayments and other assets      6,881       —         —         —         6,881  
Investments      —         —         —         2       2  
Other non-current assets      5,959       —         —         —         5,959  
Derivative assets      —         324       4,108       —         4,432  

      
 

      
 

      
 

      
 

      
 

Total carrying value     $ 149,048      $ 324      $ 4,108      $ 2      $ 153,482  
      

 

      

 

      

 

      

 

      

 

Total fair value     $ 148,362      $ 324      $ 4,108      $ 2      $ 152,796  
      

 

      

 

      

 

      

 

      

 

Financial liabilities
 
           Derivative              
           designated      Financial        
     Financial      as cash flow      liabilities at      Total  
     liabilities at      hedges (carried      Amortized      carrying  
     FVTPL      at fair value)      Cost      value  
Trade payables     $ —        $ —        $ 35,758      $ 35,758  
Debt      —         —         72,232       72,232  
Short term line of credit      —         —         34,099       34,099  
Pension and other employee obligations      —         —         22,172       22,172  
Provision and accrued expenses      —         —         34,886       34,886  
Other liabilities      —         —         907       907  
Derivative liabilities      5,155       17,651       —         22,806  

      
 

      
 

      
 

      
 

Total carrying value     $ 5,155      $ 17,651      $ 200,054      $ 222,860  
      

 

      

 

      

 

      

 

Total fair value     $ 5,155      $ 17,651      $ 200,005      $ 222,811  
      

 

      

 

      

 

      

 

Notes:
 
1. Excluding non-financial assets $15,355.
 
2. Excluding non-financial assets $651.
 
3. Excluding non-financial liabilities $8,140.
 
4. Excluding non-financial liabilities $534.
 
5. Excluding non-financial liabilities $2,797.
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The carrying value and fair value of financial instruments by categories as at March 31, 2011 were as follows:

Financial assets
 
                 Derivative              
                 designated              
           Financial      as cash flow      Available      Total  
     Loans and      assets at      hedges (carried at     for      carrying  
     receivables      FVTPL      fair value)      sale      value  
Cash and cash equivalents     $ 27,090      $ —        $ —        $ —        $ 27,090  
Bank deposits and marketable securities      12       —         —         —         12  
Trade receivables      78,586       —         —         —         78,586  
Unbilled revenue      30,837       —         —         —         30,837  
Prepayments and other assets      2,610       —         —         —         2,610  
Investments      —         —         —         2       2  

Other non-current assets      7,060       —         —         —         7,060  
Derivative assets      —         8,409       5,055       —         13,464  

      
 

      
 

      
 

      
 

      
 

Total carrying value     $ 146,195      $ 8,409      $ 5,055      $ 2      $ 159,661  
      

 

      

 

      

 

      

 

      

 

Total fair value     $ 145,050      $ 8,409      $ 5,055      $ 2      $ 158,516  
      

 

      

 

      

 

      

 

      

 

Financial liabilities
 
           Derivative              
     Financial      designated      Financial        
     liabilities      as cash flow      liabilities at      Total  
     at      hedges (carried at     amortized      carrying  
     FVTPL      fair value)      cost      value  
Trade payables     $ —        $ —        $ 43,748      $ 43,748  
Long term debt      —         —         92,281       92,281  
Short term line of credit      —         —         14,593       14,593  

Pension and other employee obligations      —         —         26,132       26,132  
Provision and accrued expenses      —         —         31,421       31,421  
Other liabilities      1,767       —         1,125       2,892  
Derivative liabilities      5,410       4,984       —         10,394  

      
 

      
 

      
 

      
 

Total carrying value     $ 7,177      $ 4,984      $ 209,300      $ 221,461  
      

 

      

 

      

 

      

 

Total fair value     $ 7,177      $ 4,984      $ 208,747      $ 220,908  
      

 

      

 

      

 

      

 

Notes:
 
1. Excluding non-financial assets $13,837.
 
2. Excluding non-financial assets $980.
 
3. Excluding non-financial liabilities $9,382.
 
4. Excluding non-financial liabilities $1,512
 
5. Excluding non-financial liabilities $1,234.
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Fair value hierarchy

The following is the hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:

Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 — other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or indirectly.

Level 3 — techniques which use inputs which have a significant effect on the recorded fair value that are not based on observable market data.

The assets and liabilities measured at fair value on a recurring basis are summarized below as on December 31, 2011:-
 
           Fair value measurement at reporting date using  
           Quoted              
           prices in              
           active      Significant        
           markets      other      Significant  
           for identical      observable      unobservable  
     December 31,      assets      inputs      inputs  
Description     2011      (Level 1)      (Level 2)      (Level 3)  
Assets                 
Financial assets at FVTPL                 

Foreign exchange contracts     $ 324      $ —        $ 324      $ —    
Investments in liquid and short term mutual funds      11,402       11,402          

Financial assets at fair value through other comprehensive income                 
Foreign exchange contracts      4,108       —         4,108       —    
Investments in liquid and short term mutual funds                 

      
 

      
 

      
 

      
 

Total assets     $ 15,834      $ 11,402      $ 4,432      $ —    
      

 

      

 

      

 

      

 

Liabilities                 
Financial liabilities at FVTPL                 

Foreign exchange contracts     $ 5,155      $ —        $ 5,155      $ —    

Financial liabilities at fair value through other comprehensive income                 
Foreign exchange contracts      17,209       —         17,209       —    
Interest rate swaps      442       —         442       —    

      
 

      
 

      
 

      
 

Total liabilities     $ 22,806      $ —        $ 22,806      $ —    
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The assets and liabilities measured at fair value on a recurring basis are summarized below as on March 31, 2011:-
 
           Fair value measurement at reporting date using  
           Quoted              
           prices in              
           active      Significant        
           markets      other      Significant  
           for identical      observable      unobservable  
     March 31,      assets      inputs      inputs  
Description     2011      (Level 1)      (Level 2)      (Level 3)  
Assets                 
Financial assets at FVTPL                 

Foreign exchange contracts     $ 8,409      $ —        $ 8,409      $ —    
Investments in liquid and short term mutual funds                 

Financial assets at fair value through other comprehensive income                 
Foreign exchange contracts      5,055       —         5,055       —    

      
 

      
 

      
 

      
 

Total assets     $ 13,464      $ —        $ 13,464      $ —    
      

 

      

 

      

 

      

 

Liabilities                 
Financial liabilities at FVTPL                 

Foreign exchange contracts     $ 5,410      $ —        $ 5,410      $ —    
Investments in liquid and short term mutual funds                 

Financial liabilities at fair value through other comprehensive income                 
Foreign exchange contracts      3,083       —         3,083       —    
Interest rate swaps      1,901       —         1,901       —    

      
 

      
 

      
 

      
 

Total liabilities     $ 10,394      $ —        $ 10,394      $ —    
      

 

      

 

      

 

      

 

The fair value is estimated using the discounted cash flow approach and market rates of interest. The valuation technique involves assumption and judgments
regarding risk characteristics of the instruments, discount rates, future cash flows and other factors. During the nine months ended December 31, 2011 and year
ended March 31, 2011, there were no transfers between Level 1 and Level 2 fair value measurements, and no transfers into and out of Level 3 fair value
measurements.
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Derivative financial instruments

The primary risks managed by using derivative instruments are foreign currency exchange risk and interest rate risk. Forward and option contracts on various
foreign currencies are entered into to manage the foreign currency exchange rate risk on forecasted revenue denominated in foreign currencies and monetary
assets and liabilities held in non-functional currencies. Interest rate swaps are entered into to manage interest rate risk associated with the Company’s floating rate
borrowings. The Company’s primary exchange rate exposure is with the US dollars, pound sterling and the Indian rupee. For derivative instruments which qualify
for cash flow hedge accounting, the Company records the effective portion of gain or loss from changes in the fair value of the derivative instruments in other
comprehensive income (loss), which is reclassified into earnings in the same period during which the hedged item affects earnings. Derivative instruments qualify
for hedge accounting when the instrument is designated as a hedge; the hedged item is specifically identifiable and exposes the Company to risk; and it is
expected that a change in fair value of the derivative instrument and an opposite change in the fair value of the hedged item will have a high degree of correlation.
Determining the high degree of correlation between the change in fair value of the hedged item and the derivative instruments involves significant judgment
including the probability of the occurrence of the forecasted transaction. When it is probable that a forecasted transaction will not occur, the Company
discontinues the hedge accounting and recognizes immediately in the statement of income, the gains and losses attributable to such derivative instrument that
were accumulated in other comprehensive income (loss).

As at December 31, 2011, an unrealized loss of $12,334 on derivative instruments included in other comprehensive income is expected to be reclassified to
earnings during the next 12 months (unrealized gain of $5,091 as at March 31, 2011).

The following table presents the notional values of outstanding foreign exchange forward contracts and foreign exchange option contracts:
 
     December 31,      March 31,  
     2011      2011  
Forward contracts (Sell)         
In US dollars     $ 183,338      $ 175,494  
In United Kingdom Pound Sterling      98,041       83,907  
In Euro      8,870       5,394  
Other      11,240       8,705  

      
 

      
 

    $  301,489      $  273,500  

Option contracts (Sell)         
In US dollars     $ 124,793      $ 126,597  
In United Kingdom Pound Sterling      123,529       114,535  
In Euro      11,055       4,760  
Other      4,394       4,120  

      
 

      
 

    $ 263,771      $ 250,012  
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Financial risk management

Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk, interest risk, credit risk and liquidity risk. The Company’s primary focus is to
foresee the unpredictability of financial markets and seek to minimize potential adverse effects on its financial performance. The primary market risk to the
Company is foreign exchange risk. The Company uses derivative financial instruments to mitigate foreign exchange related risk exposures. The Company’s
exposure to credit risk is influenced mainly by the individual characteristic of each customer and the concentration of risk from the top few customers. The
demographics of the customer including the default risk of the industry and country in which the customer operates also has an influence on credit risk
assessment.

Risk management procedures

The Company manages market risk through treasury operations. Senior management and Board of Directors approve the Company’s treasury operations’
objectives and policies. The activities of treasury operations include management of cash resources, implementation of hedging strategies for foreign
currency exposures, implementation of borrowing strategies and monitoring compliance with market risk limits and policies. The Company’s foreign
exchange committee, comprising the Chairman of the Board, Group Chief Executive Officer and Group Chief Financial Officer, is the approving authority
for all hedging transactions.

 
59



Table of Contents

WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

 

Components of market risk

Exchange rate risk:

The Company’s exposure to market risk arises principally from exchange rate risk. Although substantially all of revenue is denominated in pound sterling and US
dollars, a significant portion of expenses for the nine months ended December 31, 2011 (net of payments to repair centers made as part of the Company’s WNS
Auto Claims BPO segment) were incurred and paid in Indian rupees. The exchange rates among the Indian rupee, the pound sterling and the US dollar have
changed substantially in recent years and may fluctuate substantially in the future. The Company hedges a portion of forecasted external and inter-company
revenue denominated in foreign currencies with forward contracts and options. The Company does not enter into hedging agreements for speculative purposes
and does not anticipate non-performance by the counterparties.

Based upon the Company’s level of operations for the nine months ended December 31, 2011, a sensitivity analysis shows that a 10% appreciation in the pound
sterling against the US dollar would have increased revenue for the nine months ended December 31, 2011 by approximately $26,882. Similarly, a 10%
appreciation or depreciation in the Indian rupee against the US dollar would have increased or decreased, respectively, the Company’s expenses incurred and paid
in Indian rupee for the nine months ended December 31, 2011 by approximately $18,238.

The following table presents foreign currency risk from non-derivative financial instruments as at December 31, 2011:
 
     As at December 31, 2011  

     US Dollar    
Pound

Sterling    
Indian
Rupees    Euro    

Other
Currencies    Total  

Cash and cash equivalents     $ 9,355    $ 984    $ —      $ 189    $ 834    $ 11,362  
Trade receivables      944,577     609,315     2,808     51,412     4,698     1,612,810  
Unbilled revenue      1,518     2,812     —       1,991     657     6,978  
Prepayments and other current assets      405     301     16     42     491     1,255  
Other non-current assets      (4)    60     —       —       1     57  
Trade payables      (773,908)    (480,095)    (3,849)    (36,124)    (2,183)    (1,296,159) 
Provisions      (3,061)    (165)    (96)    (362)    (65)    (3,749) 
Pension and other employee obligations      59     (13)    —       (17)    (29)    —    
Short term line of credit      (19,737)    (14,362)    —       —       —       (34,099) 
Current portion of long term debt      (1,067)    —       —       —       —       (1,067) 
Long term debt      (2,133)    —       —       —       —       (2,133) 
Other liabilities      (13)    2     —       —       (2)    (13) 

      
 

    
 

    
 

    
 

    
 

    
 

Net assets (liabilities)     $ 155,991    $ 118,839    $ (1,121)   $ 17,131    $ 4,402    $ 295,242  
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The following table presents foreign currency risk from non-derivative financial instruments as at March 31, 2011:
 
     As at March 31, 2011  

     US Dollar    
Pound

Sterling    
Indian
Rupees    Euro    

Other
Currencies    Total  

Cash and cash equivalents     $ 2,826    $ 752    $ —      $ 125    $ 748    $ 4,451  
Trade receivables      886,579     615,282     736     59,041     2,175     1,563,813  
Unbilled revenue      1,722     1,925     —       2,406     127     6,180  
Prepayments and other current assets      306     505     16     138     38     1,003  
Non-current assets      15     62     —       —       —       77  
Trade payables      (807,048)    (480,835)    (3,737)    (38,952)    (527)    (1,331,099) 
Provisions      (2,332)    (110)    (112)    (48)    (122)    (2,724) 
Pension and other employee obligations      (22)    (15)    —       (41)    (54)    (132) 
Short term line of credit      (5,000)    —       —       —       —       (5,000) 
Long term debt      (3,200)    —       —       —       —       (3,200) 
Other liabilities      (14)    (561)    —       (1)    —       (575) 

      
 

    
 

    
 

    
 

    
 

    
 

Net assets (liabilities)     $ 73,832    $ 137,005    $ (3,097)   $ 22,669    $ 2,385    $ 232,794  
      

 

    

 

    

 

    

 

    

 

    

 

Other currencies reflect currencies such as Philippines Peso (PHP), Sri Lankan Rupee (LKR), Romanian Leu (RON) etc.

As at December 31, 2011 and March 31, 2011, every 5% increase/decrease of the respective foreign currencies compared to the functional currency of the
Company would impact our results from operating activities by approximately $14,762 and $11,640, respectively.
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Interest risk:

The Company’s exposure to interest rate risk arises principally from borrowings which have a floating rate of interest, a portion of which is linked to the US
dollar LIBOR and the remainder is linked to the Bank of England base rate. The risk is managed by the Company by maintaining an appropriate mix between
fixed and floating rate borrowings and by the use of interest rate swap contracts. The costs of floating rate borrowings may be affected by the fluctuations in the
interest rates. In connection with the term loan facility entered into in 2008, which was refinanced in 2010, the Company entered into interest rate swap
agreements with banks in fiscal 2009. These swap agreements effectively converted the term loan from a variable US dollar LIBOR interest rate to a fixed rate,
thereby managing the Company’s exposure to changes in market interest rates under the term loan. The outstanding swap agreements as at December 31, 2011
aggregated $54,000. Following the scheduled repayment installment of $30,000 made under the term loan facility on January 10, 2012, the amount outstanding
under the swap agreements aggregated $24,000.

The Company monitors positions and does not anticipate non-performance by the counterparties. It intends to selectively use interest rate swaps, options and
other derivative instruments to manage exposure to interest rate movements. These exposures are reviewed by appropriate levels of management on a periodic
basis. The Company does not enter into hedging agreements for speculative purposes.

Credit risk:

Credit risk arises from the possibility that customers may not be able to settle their obligations as agreed. Trade receivables are typically unsecured and are
derived from revenue earned from customers primarily located in the United Kingdom and the United States. Credit risk is managed through periodical
assessment of the financial reliability of customers, taking into account the financial condition, current economic trends, analysis of historical bad debts and
ageing of accounts receivable.

The following table gives details in respect of percentage of revenue generated from top customer and top five customers:
 

     
Three months ended

December 31,   
Nine months ended

December 31,  
     2011   2010   2011   2010  
Revenue from top customer      17.0%   15.8%   17.3%   16.4% 
Revenue from top five customers      44.3%   54.3%   41.8%   54.0% 

Financial assets that are neither past due nor impaired

Cash equivalents, bank deposits and marketable securities, unbilled revenue and other assets, are neither past due and nor impaired except trade receivables as
described below.
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Financial assets that are past due but not impaired

There is no other class of financial assets that is past due but not impaired except for trade receivables. The Company’s credit period generally ranges from 30- 60
days. The age wise break up of trade receivables, net of allowances that are past due beyond credit period, is given below:
 
     As at  

     
December
31, 2011    

March
31, 2011  

Neither past due nor impaired     $ 52,778    $ 44,323  
Past due but not impaired Past due 0-30 days      6,751     9,362  

Past due 31-60 days      2,119     1,580  
Past due 61-90 days      688     4,934  
Past due over 90 days      9,701     22,784  

      
 

    
 

Total     $ 72,037    $ 82,983  
      

 
    

 

Allowances for doubtful account receivables     $ (5,038)   $ (4,397) 
      

 
    

 

Trade receivables net of allowances for doubtful account receivables     $ 66,999    $ 78,586  
      

 

    

 

Liquidity risk:

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial liabilities that are settled by delivering
cash or another financial asset. The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet
its liabilities when due, under normal and stressed conditions, without incurring unacceptable losses or risking damage to the reputation. Typically the Company
ensures that it has sufficient cash on demand to meet expected operational expenses and service financial obligations. In addition, the Company has concluded
arrangements with well reputed banks and has unused lines of credit that could be drawn upon should there be a need.

On July 12, 2010 the Company entered into a term loan facility of $94,000 in Mauritius with interest equal to the three month US dollar LIBOR plus a margin of
2% per annum. This term loan was repayable in semi-annual installments of $20,000 on each of January 10, 2011 and July 11, 2011 and $30,000 on January 10,
2012 with the final installment of $24,000 payable on July 10, 2012. On January 10, 2011, July 11, 2011 and January 10, 2012, the Company made scheduled
installment repayments of $20,000, $20,000 and $30,000, respectively, following which the amount outstanding under the facility is $24,000.

The Company has also established a £19,760 ($30, 516 based on the exchange rate on December 31, 2011) line of credit in UK pursuant to a facility agreement
dated June 30, 2010. This facility consists of a two year term loan facility of £9,880 ($15,258 based on the exchange rate on December 31, 2011) at the Bank of
England base rate plus a margin of 1.95% per annum and a working capital facility of £9,880 ($15,258 based on the exchange rate on December 31, 2011) at the
Bank of England base rate plus a margin of 2.45% per annum which has been renewed on June 30, 2011. As at December 31, 2011, the amount outstanding under
the term loan facility was £9,880 ($15,258 based on the exchange rate on December 31, 2011) and there was no amount outstanding under the working capital
facility.

The Company has also established a $3,200 line of credit in the Philippines pursuant to a facility agreement dated September 8, 2010. This facility consists of a
three year term loan facility at the three-month US dollar LIBOR plus a margin of 3% per annum. As at December 31, 2011, the amount outstanding under the
facility was $3,200.
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The Company’s Indian subsidiary, WNS Global, has set up unsecured lines of credit of  960,000 ($18,093 based on the exchange rate on December 31, 2011)
from The Hongkong and Shanghai Banking Corporation Limited, $15,000 from BNP Paribas and  480,000 ($9,057 based on the exchange rate on
December 20, 2011) from Citibank N.A, interest on which would be determined on the date of the borrowing. As at December 31, 2011,  566,681 ($10,680
based on the exchange rate on December 31, 2011) was utilized for working capital requirement,  11,482 ($216 based on the exchange rate on December 31,
2011) was utilized for obtaining bank guarantees and  13,500 ($254 based on the exchange rate on December 31, 2011) was utilized for obtaining letters of
credit from the line of credit available with The Hongkong and Shanghai Banking Corporation Limited, and $14,362 (based on the exchange rate on
December 31, 2011) and $9,057 was utilized for working capital requirements from the lines of credit available with BNP Paribas and Citibank N.A. respectively.

The following table provides the details regarding the contractual maturities of significant financial liabilities.
 
     As at December 31, 2011  

     
Less than

1 Year      1-2 years      2-4 years      4-7 years      Total  
Long term debt     $ 70,324      $ 2,133      $ —        $ —        $ 72,457  
Trade Payables      35,758       —         —         —         35,758  
Short term line of credit      34,099       —         —         —         34,099  
Provision and accrued expenses      34,886       —         —         —         34,886  
Other liabilities      907       —         —         —         907  
Pension and other employee obligations      22,172       —         —         —         22,172  
Derivative financial instruments      20,601       2,205       —         —         22,806  

      
 

      
 

      
 

      
 

      
 

Total     $ 218,747      $ 4,338      $ —        $ —        $ 223,085  
      

 

      

 

      

 

      

 

      

 

Note:
 
1) Before netting off debt issuance cost of $225.
 
     As at March 31, 2011  

     
Less than

1 Year      1-2 years      2-4 years      4-7 years      Total  
Long term debt     $ 50,000      $ 42,028      $ 1,067      $        $ 93,095  
Trade Payables      43,748       —         —         —         43,748  
Short term line of credit      14,593       —         —         —         14,593  
Provision and accrued expenses      31,421       —         —         —         31,421  
Other liabilities      2,892       —         —         —         2,892  
Pension and other employee obligations      26,132       —         —         —         26,132  
Derivative financial instruments      9,963       431       —         —         10,394  

      
 

      
 

      
 

      
 

      
 

Total     $ 178,749      $ 42,459      $ 1,067      $ —        $ 222,275  
      

 

      

 

      

 

      

 

      

 

Note:
 
1) Before netting off debt issuance cost of $814.

The balanced view of liquidity and financial indebtedness is stated in the table below. This calculation of the net cash position is used by the management for
external communication with investors, analysts and rating agencies:
 
     As at  

     
December 31,

2011    
March 31,

2011    
April 1,

2010  
Cash and cash equivalents     $ 23,327    $ 27,090    $ 32,311  
Bank deposits and marketable securities      11,402     12     45  
Short term line of credit      (34,099)    (14,593)    —    
Long term debt      (72,457)    (93,095)    (135,000) 

      
 

    
 

    
 

Net cash position     $ (71,827)   $ 80,586    $ (102,644) 
      

 

    

 

    

 

 

Note:
 
1) Before netting off debt issuance costs of $225, $814 and $775 as at December 31, 2011, March 31, 2011 and April 1, 2010, respectvely.
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11. Employee benefits

Pension and other employee obligations includes the following:
 
     As at  

     
December 31,

2011      
March 31,

2011      
April 1,

2010  
Current:             
Salaries and bonus     $ 22,130      $ 26,004      $ 27,308  
Pension      1,344       1,365       923  
Withholding taxes on salary and statutory payables      2,520       3,532       2,792  
Other employees payable      42       128       —    

      
 

      
 

      
 

Total     $ 26,036      $ 31,029      $ 31,023  
      

 

      

 

      

 

Non-current:             
Pension     $ 4,276      $ 4,485      $ 4,286  

      

 

      

 

      

 

Employee costs include:
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011      2010      2011      2010  
Salaries and bonus     $ 48,110      $ 46,151      $ 152,798      $ 138,622  
Employee benefit plans                 

Defined contribution plan      1,547       1,655       4,970       5,082  
Defined benefit plan      450       507       1,447       1,486  

Share based compensation      1,090       1,088       3,616       1,727  
      

 
      

 
      

 
      

 

Total     $ 51,197      $ 49,401      $ 162,831      $ 146,917  
      

 

      

 

      

 

      

 

The employee benefit cost is recognized in the following line items in the statement of income:
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011      2010      2011      2010  
Cost of revenue     $ 38,155      $ 37,929      $ 120,849      $ 114,380  
Selling and marketing expenses      4,797       4,455       14,955       12,740  
General and administrative expenses      8,245       7,017       27,027       19,797  

      
 

      
 

      
 

      
 

Total     $ 51,197      $ 49,401      $ 162,831      $ 146,917  
      

 

      

 

      

 

      

 

Defined contribution plan

The following table sets forth the Company’s contribution to defined contribution plans:
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011      2010      2011      2010  
India     $ 1,205      $ 1,330      $ 3,900      $ 3,998  
Philippines      9       9       28       28  
Sri Lanka      60       81       220       247  
United Kingdom      212       177       608       575  
United States      61       58       214       234  

      
 

      
 

      
 

      
 

Total     $ 1,547      $ 1,655      $ 4,970      $ 5,082  
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Defined benefit plan

The following table sets forth the net periodic cost recognized by the Company in respect of gratuity payments under the Company’s gratuity plans covering
eligible employees of the Company in India, the Philippines and Sri Lanka.
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011      2010      2011      2010  
Service cost     $ 339      $ 400      $ 1,088      $ 1,172  
Interest cost      111       107       359       314  

      
 

      
 

      
 

      
 

Net gratuity cost     $ 450      $ 507      $ 1,447      $ 1,486  
      

 

      

 

      

 

      

 

 

      As at  

      
December

2011    
March
2011  

Change in projected benefit obligations       
Obligation at beginning of the year     $ 5,964    $ 5,405  
Foreign currency translation      (897)    75  
Service cost      1,088     1,539  
Interest cost      359     418  
Benefits paid      (780)    (780) 
Plan Amendments      —       —    
Actuarial (gain) loss      (2)    (692) 

      
 

    
 

Benefit obligation at end of the year     $ 5,732    $ 5,965  
      

 
    

 

Change in plan assets       
Plan assets at beginning of the year     $ 115    $ 232  
Foreign currency translation      (12)    —    
Actuarial (gain) loss      33     (9) 
Actual contributions      692     673  
Benefits paid      (780)    (781) 

      
 

    
 

Plan assets at end of the year     $ 48    $ 115  
      

 
    

 

Accrued pension liability       
Current     $ 1,403    $ 1,364  
Non-current      4,277     4,485  

      
 

    
 

Net amount recognized     $ 5,680    $ 5,849  
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The assumptions used in accounting for the gratuity plan are set out as below:
 

      As at December 31,
     2011  2010
Discount rate     6% to 9%  7% to 9%
Rate or increase in compensation level     8% to 10%  8% to 10%
Rate of return on plan assets     7.50%  7.50%

The Company evaluates these assumptions annually based on its long-term plans of growth and industry standards. The discount rates are based on current market
yields on government securities adjusted for a suitable risk premium to reflect the additional risk for high quality corporate bonds.

As at December 31, 2011, $nil and $48 ($35 and $80, respectively, as at March 31, 2011) of the fund assets are invested with LIC and AICPL, respectively. Of the
funds invested with LIC, approximately 40% and 60% of the funds are invested in government securities and money market instruments, respectively. Of the
funds invested with ALICPL, approximately 9%, 19%, 10% and 62% are invested in cash and money market instruments, equity, government securities and
corporate bonds, respectively. Since the Company’s plan assets are managed by third party fund administrators, the contributions made by the Company are
pooled with the corpus of the funds managed by such fund administrators and invested in accordance with the regulatory guidelines.

The expected benefits are based on the same assumptions used to measure the Company’s benefit obligations as at December 31, 2011.
 
     As at,  

     
December

2011    
March
2011  

Obligation at end of the year     $ 5,732    $ 5,964  
Fair value of plan assets at end of the year      48     115  
Deficit      (5,680)    (5,849) 
Experience adjustments on plan liabilities      73     (315) 
Experience adjustments on plan assets      29     (9) 
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12. Provisions and accrued expenses

Provisions and accrued expenses consist of the following:
 

      As at  

      
December 31,

2011      
March 31,

2011      
April 1,

2010  
Provisions     $ 534      $ 1,512      $ 874  
Accrued expenses      34,886       31,421       42,516  

      
 

      
 

      
 

Total     $ 35,420      $ 32,933      $ 43,390  
      

 

      

 

      

 

A summary of activity for provision is as follows:-
 

      As at  

      
December 31,

2011    
March 31,

2011  
Balance at the beginning of the year     $ 1,512    $ 874  
Additional provision      575     1,477  
Provision used      1,411     859  
Translation adjustments      (142)    20  

      
 

    
 

Balance at the end of the period     $ 534    $ 1,512  
      

 

    

 

13. Deferred revenue

Deferred revenue comprises of:
 
     As at  

     
December 31,

2011      
March 31,

2011      
April 1,

2010  
Payments in advance of services     $ 3,030      $ 4,356      $ 5,234  
Advance billings      5,388       6,546       1,615  
Claims handling      1,013       1,399       862  
Others      280       637       695  

      
 

      
 

      
 

Total     $ 9,711      $ 12,938      $ 8,406  
      

 

      

 

      

 

14. Other liabilities
 

      As at  

      
December 31,

2011      
March 31,

2011      
April 1,

2010  
Current:             
Withholding taxes and VAT payables     $ 2,452      $ 1,005      $ 2,728  
Noncontrolling interest      —         1,767       1,676  
Deferred rent expenses      345       229       —    
Other liabilities      907       1,125       4,341  

      
 

      
 

      
 

Total     $ 3,704      $ 4,126      $ 8,745  
      

 

      

 

      

 

Non-current:             
Deferred rent expenses     $ 2,335      $ 2,851      $ 3,071  
Other liabilities      —         127       656  

      
 

      
 

      
 

Total     $ 2,335      $ 2,978      $ 3,727  
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15. Share capital

As at December 31, 2011, the authorized share capital was £6,100,000 divided into 60,000,000 ordinary shares of 10 pence each and 1,000,000 preferred shares
of 10 pence each. We had 44,665,791 ordinary shares outstanding as at December 31, 2011. There were no preferred shares outstanding as at December 31, 2011.

As at March 31, 2011, the authorized share capital was £5,100,000 divided into 50,000,000 ordinary shares of 10 pence each and 1,000,000 preferred shares of 10
pence each. We had 44,443,726 ordinary shares outstanding as at March 31, 2011. There were no preferred shares outstanding as at March 31, 2011.

As at April 1, 2010, the authorized share capital was £5,100,000 divided into 50,000,000 ordinary shares of 10 pence each and 1,000,000 preferred shares of 10
pence each. We had 43,743,953 ordinary shares outstanding as at April 1, 2010. There were no preferred shares outstanding as at April 1, 2010.

16. Revenue recognition

In Auto Claims BPO, the Company has been re-negotiating contractual terms with insurance companies and the repair centers as and when they come up for
renewal. The Company has renewed its contract with one of its customers and negotiated a new contract with a repair center in April 2011. In May 2011, the
Company has further negotiated a new contract with a repair center, which is appended as part of the main revenue contract with two other insurance customers.

The key changes to the “Principal Agent Consideration” are summarized below:
 
 a) The primary responsibility of the repair work has now shifted from the Company to the repair center.
 
 b) The credit risk that the client may not pay for the services is no longer borne by the Company.
 

 
c) The true economic benefit which the Company earns in the process is the claims handling fee with the repairs cost being a pass through from the

insurance company to the repair center without any significant risk and reward involved on the Company’s part.

The Company has evaluated the principal or agent recognition criteria as per IAS 18. Based on the evaluation of the terms of the contracts with these repair
centers and arrangements with these insurance companies, the Company has concluded that it is not the principal in providing claims handling services and hence
it would be appropriate to record revenue from repair services on a net basis i.e. net of repair cost.

Accordingly, the revenues from three of the Company’s clients in Auto Claims BPO have been recorded net of repair cost during the nine months period ended
December 31, 2011. The change in revenue accounting for one of its clients is effective from April 2011 and the balance two clients is effective from May 2011.
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17. Expenses by nature
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011      2010      2011      2010  

Employee cost     $ 51,197      $ 49,401      $ 162,831      $ 146,917  
Repair payments      20,022       59,974       65,554       181,679  
Facilities cost      14,215       14,347       43,008       42,809  
Depreciation cost      3,965       4,294       12,160       13,521  
Legal and professional expenses      2,847       3,899       10,290       12,511  
Travel expenses      3,051       3,449       10,497       9,272  
Other cost      5,768       5,871       16,850       16,194  

      
 

      
 

      
 

      
 

Total cost of revenue, selling and marketing and general and administrative expenses     $ 101,065      $ 141,235      $ 321,190      $ 422,903  
      

 

      

 

      

 

      

 

18. Share-based payments

The Company has two share-based incentive plans, the 2002 Stock Incentive Plan adopted on July 1, 2002 and the 2006 Incentive Award Plan adopted on June 1,
2006, as amended and restated in February 2009 and September 2011 (collectively referred to as the “Plans”). Under the Plans, share based awards may be
granted to eligible participants. Awards are generally granted for a term of ten years and have a graded vesting period of up to four years. The Company settles
employee share-based award exercises with newly issued ordinary shares. As at December 31, 2011, the Company had 524,031 ordinary shares available for
future grants.

Share-based compensation expense during the three and nine months ended December 31, 2011 and 2010 are as follows:
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011      2010      2011      2010  
Share-based compensation expense recorded in                 

— Cost of revenue     $ 202      $ 214      $ 712      $ 341  
— Selling and marketing expenses      37       71       258       109  
— General and administrative expenses      851       803       2,646       1,277  

      
 

      
 

      
 

      
 

Total share-based compensation expense     $ 1,090      $ 1,088      $ 3,616      $ 1,727  
      

 

      

 

      

 

      

 

Upon exercise of share options and RSUs, the Company issued 62,272 and 83,159 shares, respectively, for the three months ended December 31, 2011 and 2010
and 222,065 and 669,165 shares, respectively, for the nine months ended December 31, 2011 and 2010.

Share-based options

A summary of option activity under the Plans as at December 31, 2011, and changes during the nine months then ended is presented below:
 

70



Table of Contents

WNS (HOLDINGS) LIMITED
NOTES TO UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2011
(Amounts in thousands, except share and per share data)

 
 

      Shares    

Weighted
average
exercise

price      

Weighted
average

remaining
contract term

(in years)      

Aggregate
intrinsic

value  
Outstanding as at April 1, 2011      1,015,250    $ 19.84       5.24      $ 796  
Granted      —       —            
Exercised      (30,391)    4.92          

Forfeited      —       —            
Lapsed      (9,344)    12.25          

      
 

    
 

      
 

      
 

Outstanding as at December 31, 2011      975,515    $ 20.38       4.54      $ 623  
      

 
    

 
      

 
      

 

Options vested      975,515    $ 20.38       4.54      $ 623  
Options exercisable      975,515    $ 20.38       4.54      $ 623  

The aggregate intrinsic value of options exercised during the nine months ended December 31, 2011 and 2010 was $178 and $662, respectively. The total grant
date fair value of options vested during the nine months ended December 31, 2011 and 2010 was $nil and $300, respectively. Total cash received as a result of
option exercises during the nine months ended December 31, 2011 and 2010 was $131 and $767, respectively.

The fair value of options granted is estimated on the date of grant using the Black-Scholes-Merton option-pricing model. No options were granted during the nine
months ended December 31, 2011 and 2010.

The expected term of options is based on the historic exercise pattern of the Company’s employees. The volatility was calculated based on the volatility of the
Company’s share price. The risk free rate is based on the United States Federal Reserve rates. Forfeitures are estimated based on the Company’s historical
analysis of actual stock option forfeitures. The Company does not currently pay cash dividends on its ordinary shares and does not anticipate doing so in the
foreseeable future. Accordingly, the expected dividend yield is zero.
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Restricted Share Units

The 2006 Incentive Award Plan also allows for grant of RSUs. Each RSU represents the right to receive one ordinary share and vests over a period of up to three
years.

A summary of RSU activity under the 2006 Incentive Award Plan as at December 31, 2011, and changes during the nine months then ended is presented below:
 

      Shares    

Weighted
average

fair value      

Weighted
average

remaining
contract term

(in years)      

Aggregate
intrinsic

value  
Outstanding as at April 1, 2011      1,338,225    $ 12.46       8.37      $ 14,118  
Granted      308,287     10.05          
Exercised      (191,434)    14.77          

Forfeited      (89,440)    9.41          
Lapsed      —       —            

      
 

    
 

      
 

      
 

Outstanding as at December 31, 2011      1,365,638    $ 11.79       8.07      $ 12,263  
      

 
    

 
      

 
      

 

RSUs vested and expected to vest      1,155,897    $ 11.79       8.07      $ 10,801  
RSUs exercisable      429,710    $ 13.76       7.14      $ 3,859  

The fair value of RSUs is generally the market price of the Company’s shares on the date of grant. Accordingly, the fair value of such RSUs was estimated on the
date of grant using the Black-Scholes -Merton option pricing model. The following table presents the weighted average assumptions for estimating the fair value
of RSUs granted to employees. The basis of these assumptions is similar to the basis of assumptions used for estimating the fair value of options.
 

      

Nine months 
ended

December 31,
2011  

Expected life      2.0 years  
Risk free interest rates      0.8% 
Volatility      52.2% 
Dividend yield      0.0% 

As at December 31, 2011, there was $3,452 of unrecognized compensation cost related to unvested RSUs. This amount is expected to be recognized over a
weighted average period of 2 years. To the extent the actual forfeiture rate is different than what the Company has anticipated, share based compensation related
to these RSUs will be different from the Company’s expectations.

The weighted average grant date fair value of RSUs granted during the nine months ended December 31, 2011 and 2010 was $10.05 and $9.16 per ADS,
respectively. The aggregate intrinsic value of RSUs exercised during the nine months ended December 31, 2011 and 2010 was $2,019 and $5, 645, respectively.
The total grant date fair value of RSUs vested during the nine months ended December 31, 2011 and 2010 was $4,218 and $6,365, respectively.
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Performance share units

The 2006 Incentive Award Plan also allows for grant of performance share units (“PSUs”). Each PSU represents the right to receive one ordinary share based on
the Company’s performance against specified targets and vests over a period of up to four years.

A summary of PSU activity under the 2006 Incentive Award Plan as at December 31, 2011, and changes during the nine months then ended is presented below:
 

      Shares    

Weighted
average

fair value      

Weighted
average

remaining
contract term

(in years)      

Aggregate
intrinsic

value  
Outstanding as at April 1, 2011      285,159    $ 9.00       9.42      $ 3,008  
Granted      756,906     10.88          
Vested/exercised      —       —            

Forfeited      (51,000)    9.38          
Lapsed      —       —            

      
 

    
 

      
 

      
 

Outstanding as at December 31, 2011      991,065    $ 10.41       9.40      $ 8,900  
      

 
    

 
      

 
      

 

PSUs expected to vest      768,967    $ 10.41       9.40      $ 6,905  
PSUs exercisable      —      $ —         —        $ —    

The fair value of PSUs is generally the market price of the Company’s shares on the date of grant, and assumes that performance targets will be achieved. The fair
value of PSUs was estimated on the date of grant using the Black-Scholes -Merton option pricing model. The following table presents the weighted average
assumptions for estimating the fair value of PSUs granted to employees. The basis of these assumptions is similar to the basis of assumptions used for estimating
the fair value of options.
 

      

Nine months ended
December 31,

2011  
Expected life      1.3 years  
Risk free interest rates      0.3% 
Volatility      40.0% 
Dividend yield      0.0% 

As at December 31, 2011, there was $4,629 of unrecognized compensation cost related to unvested PSUs, net of forfeitures. This amount is expected to be
recognized over a weighted average period of 2.4 years. Over the performance period, the number of shares that will be issued will be adjusted upward or
downward based upon the probability of achievement of the performance targets. The ultimate number of shares issued and the related compensation cost
recognized as expense will be based on a comparison of the final performance metrics to the specified targets.

The weighted average grant date fair value of PSUs granted during the nine months ended December 31, 2011 and 2010 was $10.88 and $8.97 respectively per
ADS. Nil PSUs vested during the years ended December 31, 2011 and 2010.
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19. Income taxes

The domestic and foreign source component of profit (loss) before income taxes is as follows:
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011    2010      2011    2010  
Domestic     $ (1,102)   $ 1,379      $ (2,695)   $ 774  
Foreign      8,389     7,351       19,202     10,430  

      
 

    
 

      
 

    
 

Profit before income taxes     $ 7,287    $ 8,730      $ 16,507    $ 11,204  
      

 

    

 

      

 

    

 

The Company’s provision for income taxes consists of the following:
 

     
Three months ended

December 31,    
Nine months ended

December 31,  
     2011    2010    2011    2010  
Current taxes           

Domestic taxes     $ —      $ —      $ —      $ —    
Foreign taxes      6,565     3,397     18,484     9,710  

      
 

    
 

    
 

    
 

    $ 6,565    $ 3,397    $ 18,484    $ 9,710  
      

 
    

 
    

 
    

 

Deferred taxes           
Domestic taxes     $ —      $ —      $ —      $ —    
Foreign taxes      (3,324)    (3,631)    (10,110)    (7,620) 

      
 

    
 

    
 

    
 

    $ (3,324)   $ (3,631)   $ (10,110)   $ (7,620) 
      

 
    

 
    

 
    

 

    $ 3,241    $ (234)   $ 8,374    $ 2,090  
      

 

    

 

    

 

    

 

Domestic taxes are nil as there are no statutory taxes applicable in Jersey, Channel Islands. Foreign taxes are based on applicable tax rates in each subsidiary’s
jurisdiction.

The Company has 13 delivery centers in India which were eligible to claim income-tax exemption with respect to profits earned from export revenue from
operating units registered under the Software Technology Parks of India (“STPI”) which expired on April 1, 2011. The Company has a delivery center located in
Gurgaon, India registered under the Special Economic Zone (“SEZ”) scheme and eligible for 100% income tax exemption until fiscal 2012, and 50% income tax
exemption from fiscal 2013 till fiscal 2022. During fiscal 2012, the Company has also started its operations in delivery centers in Pune & Navi Mumbai, India
registered under the SEZ scheme and eligible for 100% income tax exemption until fiscal 2016 and 50% income tax exemption from fiscal 2017 till fiscal 2026.
The Government of India pursuant to the Indian Finance Act, 2011 has levied minimum alternate tax (“MAT”) on the profits earned by the SEZ units at the rate of
20.01%. The Company’s operations in Costa Rica and Philippines are also eligible for tax exemptions which expire in fiscal 2017 and fiscal 2013, respectively.
The Company’s operations in Sri Lanka were also eligible for tax exemptions which expired in fiscal 2011. However, the Government of Sri Lanka has exempted
the profits earned from export revenue from tax. This will enable the Company’s Sri Lankan subsidiary to continue to claim tax exemption under Sri Lankan
Inland Revenue Act following the expiry of the tax holiday.
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Income taxes recognized directly in equity:
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011      2010      2011      2010  
Current taxes                 

Excess tax deductions related to share-based payments      317       23       892       336  
      

 
      

 
      

 
      

 

    $ 317      $ 23      $ 892      $ 336  
      

 
      

 
      

 
      

 

Deferred taxes                 
Excess tax deductions related to share-based payments      —         —         —         —    

      
 

      
 

      
 

      
 

    $ —        $ —        $ —        $ —    
      

 
      

 
      

 
      

 

Total income tax recognized directly in equity     $ 317      $ 23      $ 892      $ 336  
      

 

      

 

      

 

      

 

Income taxes recognized in other comprehensive income:
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011    2010      2011    2010  
Current taxes             

     —       —         —       —    
      

 
    

 
      

 
    

 

    $ —      $ —        $ —      $ —    
      

 

    

 

      

 

    

 

Deferred taxes             
Unrealized gain (loss) on cash flow hedging derivatives      (3,305)    601       (6,383)    427  

      
 

    
 

      
 

    
 

Total income tax recognized directly in other comprehensive income     $ (3,305)   $ 601      $ (6,383)   $ 427  
      

 

    

 

      

 

    

 

The following is a reconciliation of the Jersey statutory income tax rate with the effective tax rate:
 

     
Three months ended

December 31,   
Nine months ended

December 31,  
     2011   2010   2011   2010  
Net income before taxes     $ 7,287   $ 8,730   $ 16,507   $ 11,204  
Enacted tax rates in Jersey      0%   0%   0%   0% 
Statutory income tax      —      —      —      —    
Provision due to:        

Differential foreign tax rates      3,230    (244)   8,339    2,062  
Others (permanent differences)      11    10    35    28  

      
 

   
 

   
 

   
 

Provision for income taxes     $ 3,241   $ (234)  $ 8,374   $ 2,090  
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Deferred taxes for nine months ended December 31, 2011 arising from temporary differences and unused tax losses can be summarized below:
 

     
Opening
balance      

Recognised
in statement of

income      

Recognised in
other

comprehensive
income    

Translation
differences    

Closing
balance  

Deferred tax assets:                 
Property and equipment     $ 11,374      $ 554      $ —      $ (1,760)   $ 10,168  
Net operating loss carry forward      555       440       —       (32)    963  
Accruals deductible on actual payment      2,317       209       —       (382)    2,144  
Share-based compensation      654       1,997       —       (167)    2,484  
Minimum alternate tax      20,398       7,644       —       (3,825)    24,217  
Others      1,088       —         —       (18)    1,070  

      
 

      
 

      
 

    
 

    
 

Total deferred tax assets      36,386       10,844       —       (6,184)    41,046  
      

 
      

 
      

 
    

 
    

 

Deferred tax liabilities:                 

Intangibles      6,471       734       —       (257)    6,948  
Others      1,543       —         (6,383)    —       (4,840) 

      
 

      
 

      
 

    
 

    
 

Total deferred tax liabilities      8,014       734       (6,383)    (257)    2,108  
      

 
      

 
      

 
    

 
    

 

Net deferred tax assets/(liabilities)     $ 28,372      $ 10,110      $ 6,383    $ (5,927)   $ 38,938  
      

 

      

 

      

 

    

 

    

 

Deferred taxes for the year ended March 31, 2011 can be summarized as follows:
 

     
Opening
balance      

Recognised
in statement of

income    

Recognised in
other

comprehensive
income    

Translation
differences      

Closing
balance  

Deferred tax assets:                 
Property and equipment     $ 9,827      $ 1,395    $ —      $ 152      $ 11,374  
Net operating loss carry forward      1,225       (732)    —       62       555  
Accruals deductible on actual payment      633       1,633     —       51       2,317  
Share-based compensation      2,011       (1,381)    —       24       654  
Minimum alternate tax      12,904       7,204     —       290       20,398  
Others      706       353     —       29       1,088  

      
 

      
 

    
 

    
 

      
 

Total deferred tax assets      27,306       8,472     —       608       36,386  
      

 
      

 
    

 
    

 
      

 

Deferred tax liabilities:                 
Intangibles      9,704       (3,342)    —       109       6,471  
Others      628       44     871     —         1,543  

      
 

      
 

    
 

    
 

      
 

Total deferred tax liabilities      10,332       (3,298)    871     109       8,014  
      

 
      

 
    

 
    

 
      

 

Net deferred tax assets/(liabilities)     $ 16,974      $ 11,770    $ (871)   $ 499      $ 28,372  
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Deferred tax presented in the statement of financial position:
 
     As at  

     
December 31,

2011    
March 31,

2011    
April 1,

2010  
Deferred tax assets     $ 43,229    $ 33,518    $ 25,200  
Deferred tax liabilities      (4,291)    (5,146)    (8,226) 

      
 

    
 

    
 

Net deferred tax assets     $ 38,938    $ 28,372    $ 16,974  
      

 

    

 

    

 

As at December 31, 2011, the Company had unabsorbed depreciation aggregating to $12,443 in India, which does not have any expiration. The Company has not
recorded deferred tax assets against the unabsorbed depreciation as there is uncertainty regarding the availability of such amounts to offset taxable income in
subsequent years due to ongoing tax litigation on this issue. As at December 31, 2011, the Company had net operating loss carry forward aggregating to $4,831
and $339 in UK and Australia, respectively, which does not have any expiration.

Deferred income taxes on undistributed earnings of foreign subsidiaries have not been provided as such earnings are deemed to be permanently reinvested.

From time to time, the Company receives orders of assessment from the Indian tax authorities assessing additional taxable income on the Company and/or its
subsidiaries in connection with their review of their tax returns. The Company currently has orders of assessment outstanding for various years through fiscal
2009, which assess additional taxable income that could in the aggregate give rise to an estimated $41,354 in additional taxes, including interest of $14,413.
These orders of assessment allege that the transfer price the Company applied to certain of the international transactions between WNS Global and its other
wholly-owned subsidiaries were not on arm’s length terms, disallow a tax holiday benefit claimed by the Company and disallow certain expenses claimed as tax
deductible by WNS Global. The Company has appealed against these orders of assessment before higher appellate authorities.

In addition, the Company has orders of assessment pertaining to similar issues that have been decided in favor of the Company by first appellate authorities,
vacating the tax demands of $36,351 in additional taxes, including interest of $11,007. The income tax authorities have filed appeals against these orders at higher
appellate authorities. As of December 31, 2011, the Company has provided a tax reserve of $8,955 on account of the Indian tax authorities’ denying the set off of
brought forward business losses and unabsorbed depreciation.

As at December 31, 2011, corporate tax returns for years ended March 31, 2009 and onward remain subject to examination by tax authorities in India.

Based on the facts of these cases, the nature of the tax authorities’ disallowances and the orders from first level appellate authorities deciding similar issues in
favor of the Company in respect of assessment orders for earlier fiscal years and after consultation with the Company’s tax advisors, the Company believe these
orders are unlikely to be sustained at the higher appellate authorities. The Company has deposited a small portion of the disputed amounts with the tax authorities
and may be required to deposit the remaining portion of the disputed amounts with the tax authorities pending final resolution of the respective matters.
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Others

On March 21, 2009, the Company received an order from the Indian service tax authority, demanding $6,525 of service tax and related penalty for the period
from March 1, 2003 to January 31, 2005. The assessment order alleges that service tax is payable in India on BPO services provided by the Company to clients
based abroad as the export proceeds are repatriated outside India by the Company. The Company has filed an appeal to the appellate tribunal against the
assessment order and the appeal is currently pending. After consultation with Indian tax advisors, the Company believes this order of assessment is more likely
than not to be upheld in favor of the Company. The Company intends to continue to vigorously dispute the assessment.

20. Earnings per share

The following table sets forth the computation of basic and diluted earnings per share:
 

     
Three months ended

December 31,      
Nine months ended

December 31,  
     2011      2010      2011      2010  
Numerator:                 

Profit     $ 4,046      $ 8,964      $ 8,133      $ 9,114  

Denominator:                 
Basic weighted average ordinary shares outstanding      44,643,494       44,381,410       44,552,596       44,205,854  
Dilutive impact of equivalent stock options and RSUs      1,109,721       938,862       1,162,728       958,217  
Diluted weighted average ordinary shares outstanding      45,753,215       45,320,272       45,715,324       45,164,072  

The computation of earnings per ordinary share (“EPS”) was determined by dividing profit by the weighted average ordinary shares outstanding during the
respective periods.

The Company excludes options with exercise price that are greater than the average market price from the calculation of diluted EPS because their effect would
be anti-dilutive. In the three months and nine months period ended December 31, 2011, the Company excluded from the calculation of diluted EPS options to
purchase 815,378 and 881,714 shares, respectively. In the three months and nine months period ended December 31, 2010, the Company excluded from the
calculation of diluted EPS options to purchase 919,582 and 974,732 shares, respectively.
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21. Related party

The following is a list of the Company’s subsidiaries as at December 31, 2011:
 
Direct subsidiaries  Step subsidiaries   Place of incorporation
WNS Global Services Netherlands
Cooperative U.A.        The Netherlands

 WNS Philippines Inc.       Philippines

   

WNS Global Services
Philippines Inc.     Philippines

 

WNS Global Services (Romania)
S.R.L.       Romania

WNS North America Inc.        Delaware, USA

 

WNS Business Consulting
Services Private Limited       India

WNS Global Services (UK) Limited        United Kingdom

 

WNS Workflow Technologies
Limited       United Kingdom

 

Accidents Happen Assistance
Limited       United Kingdom

Business Applications Associates
Limited        United Kingdom

 

Baizan International Software
Technology (Beijing) Co. Limited      China

WNS (Mauritius) Limited        Mauritius
 WNS Capital Investment Limited       Mauritius

   

WNS Customer Solutions
(Singapore) Private Limited     Singapore

     

WNS Customer Solutions
(Private) Limited   Sri Lanka

     

WNS Global Services
(Australia) Pty Limited   Australia

 

WNS Global Services Private
Limited       India

 

WNS Global Services (Private)
Limited       Sri Lanka

 

WNS BPO Services Costa Rica,
S.A.       Costa Rica

 WNS Global FZE       United Arab Emirates
 
1) WNS Global Services Private Limited is being held jointly by WNS (Mauritius) Limited and WNS Customer Solutions (Singapore) Limited. The

percentage of holding for WNS (Mauritius) Limited is 83% and for WNS Customer Solutions (Singapore) Limited is 17%.
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Name of the related party  Relationship
Warburg Pincus and its affiliates  Principal shareholder
Datacap Software Private Limited (“Datacap”)  A company of which a member of management is a principal shareholder
Students in free Enterprise (“SIFE”)  A company having a director in common with WNS Holdings
World Network Services Pvt. Ltd. Employees Group Gratuity Assurance Scheme Post-employment benefit trust
 
Key management personnel   
Eric B. Herr  Non-Executive Chairman
Keshav R. Murugesh  Director and Group Chief Executive Officer
Jeremy Young  Director
Deepak S. Parekh  Director
Richard O. Bernays  Director
Anthony A. Greener  Director
Albert Aboody (Appointed on June 28, 2010)  Director
Alok Misra  Group Chief Financial Officer
Johnson J. Selvadurai  Managing Director - Europe
Michael Garber  Global Head – Sales and Marketing
Ronald Strout  Chief of Staff and Head Americas
Swaminathan Rajamani (Appointed on November 29, 2010)  Chief People Officer
Karthikeya N. Sarma (Resigned on December 31 2010)  Chief People Officer
 
                             Amount receivable  
     Three months ended      Nine months ended      As at  
     December 31,      December 31,      December 31      March 31  
Nature of transaction with related parties     2011      2010      2011      2010      2011      2011  
Revenue                         

Warburg Pincus and its Affiliates     $ 879      $ 851      $ 2,916      $ 2,831      $ 618      $ 556  
Cost of Revenue                         

Warburg Pincus and its Affiliates      —         1       —         20       —         —    
Datacap      —         —         —         1       —         —    

Selling and marketing expenses                         
SIFE      —         —         —         55       —         —    

Key management personnel      —         —         —         —         —         —    
Remuneration and short-term benefits      1,329       1,657       4,982       5,053       —         —    
Other benefits      2       2       6       6       —         —    

Post-employment benefit trust                         
Amount contributed      285       111       732       285       —         —    
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22. Operating segments

The Company has several operating segments based on a mix of industry and the types of services. The composition and organization of these operating segments
currently is designed in such a way that the back office shared processes, i.e. the horizontal structure, delivers service to industry specific back office and front
office processes i.e. the vertical structure. These structures represent a matrix form of organization structure, accordingly operating segments have been
determined based on the core principle of segment reporting in accordance with IFRS 8 “ Operating segments “ (IFRS 8). These operating segments include
travel, insurance, banking and financial services, healthcare, utilities, retail and consumer products groups, auto claims and others. The Company believes that the
business process outsourcing services that it provides to customers in industries other than auto claims such as travel, insurance, banking and financial services,
healthcare, utilities, retail and consumer products groups and others are similar in terms of services, service delivery methods, use of technology, and long-term
gross profit and hence meet the aggregation criteria in accordance with IFRS 8. WNS Assistance and AHA (“WNS Auto Claims BPO”), which provide
automobile claims handling services, do not meet the aggregation criteria. Accordingly, the Company has determined that it has two reportable segments “WNS
Global BPO” and “WNS Auto Claims BPO”.

The Chief Operating Decision Maker (“CODM”) has been identified as the Group Chief Executive Officer. The CODM evaluates the Company’s performance
and allocates resources based on revenue growth of vertical structure.

In order to provide accident management services, the Company arranges for the repair through a network of repair centers. Repair costs paid to automobile repair
centers are invoiced to customers and recognized as revenue. The Company uses revenue less repair payments for “Fault” repairs as a primary measure to allocate
resources and measure segment performance. For “Non-fault repairs”, revenue including repair payments is used as a primary measure. As the Company provides
a consolidated suite of accident management services including credit hire and credit repair for its “Non-fault” repairs business, the Company believes that
measurement of that line of business has to be on a basis that includes repair payments in revenue. The Company believes that the presentation of this measure in
the segmental information provides useful information for investors regarding the segment’s financial performance. The presentation of this information is not
meant to be considered in isolation or as a substitute for the Company’s financial results prepared in accordance with IFRS.
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     Three months ended December 31, 2011  
     WNS    WNS Auto    Inter      
     Global BPO    Claims BPO    segments*    Total  
Revenue from external customers     $ 88,411    $ 28,817    $ —      $ 117,228  
Segment revenue     $ 88,564    $ 28,817    $ (153)   $ 117,228  
Payments to repair centers      —       20,022     —       20,022  

      
 

    
 

    
 

    
 

Revenue less repair payments      88,564     8,795     (153)    97,206  
Depreciation      3,587     378     —       3,965  
Other costs      70,674     6,527     (153)    77,048  

      
 

    
 

    
 

    
 

Segment operating profit      14,303     1,890     —       16,193  
Other income, net      (85)    (76)    —       (161) 
Finance expense      972     —       —       972  

      
 

    
 

    
 

    
 

Segment profit before income taxes      13,416     1,966     —       15,382  
Provision for income taxes      2,799     442     —       3,241  

      
 

    
 

    
 

    
 

Segment profit      10,617     1,524     —       12,141  
Amortization of intangible assets            7,005  
Share based compensation expense            1,090  

            
 

Profit           $ 4,046  
            

 

Addition to non-current assets     $ 4,557    $ 130    $ —      $ 4,687  
Total assets, net of elimination      359,701     112,718     —       472,419  
Total liabilities, net of elimination     $ 207,941    $ 49,430    $ —      $ 257,371  
 
* Transactions between inter segments represent invoices raised by WNS Global BPO on WNS Auto Claims BPO on an arm’s length basis for business

process outsourcing services rendered by the former to latter.
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     Three months ended December 31, 2010  
     WNS    WNS Auto    Inter      
     Global BPO    Claims BPO    segments*    Total  
Revenue from external customers     $ 82,591    $ 70,060    $ —      $ 152,651  
Segment revenue     $ 82,802    $ 70,060    $ (211)   $ 152,651  
Payments to repair centers      —       59,974     —       59,974  

      
 

    
 

    
 

    
 

Revenue less repair payments      82,802     10,086     (211)    92,677  
Depreciation      3,949     345     —       4,294  
Other costs      63,088     6,829     (211)    69,706  

      
 

    
 

    
 

    
 

Segment operating profit      15,765     2,912     —       18,677  
Other income, net      (214)    (58)    —       (272) 
Finance expense      1,180     —       —       1,180  

      
 

    
 

    
 

    
 

Segment profit before income taxes      14,799     2,970     —       17,769  
(Benefit) provision for income taxes      (853)    619     —       (234) 

      
 

    
 

    
 

    
 

Segment profit      15,652     2,351     —       18,003  
Amortization of intangible assets            7,951  
Share based compensation expense            1,088  

            
 

Profit           $ 8,964  
            

 

Addition to non-current assets     $ 3,475    $ 222    $ —      $ 3,697  
Total assets, net of elimination      406,241     123,671     —       529,912  
Total liabilities, net of elimination     $ 211,412    $ 63,249    $ —      $ 274,661  
 
* Transactions between inter segments represent invoices raised by WNS Global BPO on WNS Auto Claims BPO on an arm’s length basis for business

process outsourcing services rendered by the former to latter.
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     Nine months ended December 31, 2011  
     WNS    WNS Auto    Inter      
     Global BPO    Claims BPO    segments*    Total  
Revenue from external customers     $ 269,884    $ 90,905    $ —      $ 360,789  
Segment revenue     $ 270,419    $ 90,905    $ (535)   $ 360,789  
Payments to repair centers      —       65,554     —       65,554  

      
 

    
 

    
 

    
 

Revenue less repair payments      270,419     25,351     (535)    295,235  
Depreciation      10,999     1,161     —       12,160  
Other costs      217,709     20,583     (535)    237,757  

      
 

    
 

    
 

    
 

Segment operating profit      41,711     3,607     —       45,318  
Other income, net      (119)    (158)    —       (277) 
Finance expense      3,079     —       —       3,079  

      
 

    
 

    
 

    
 

Segment profit before income taxes      38,751     3,765     —       42,516  
Provision for income taxes      7,686     688     —       8,374  

      
 

    
 

    
 

    
 

Segment profit      31,065     3,077     —       34,142  
Amortization of intangible assets            22,393  
Share based compensation expense            3,616  

            
 

Profit           $ 8,133  
            

 

Addition to non-current assets     $ 16,695    $ 954    $ —      $ 17,649  
Total assets, net of elimination      359,701     112,718     —       472,419  
Total liabilities, net of elimination     $ 207,941    $ 49,430    $ —      $ 257,371  
 
* Transactions between inter segments represent invoices raised by WNS Global BPO on WNS Auto Claims BPO on an arm’s length basis for business

process outsourcing services rendered by the former to latter.
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     Nine months ended December 31, 2010  
     WNS    WNS Auto    Inter      
     Global BPO    Claims BPO    segments*    Total  
Revenue from external customers     $ 246,332    $ 210,442    $ —      $ 456,774  
Segment revenue     $ 246,951    $ 210,442    $ (619)   $ 456,774  
Payments to repair centers      —       181,679     —       181,679  

      
 

    
 

    
 

    
 

Revenue less repair payments      246,951     28,763     (619)    275,095  
Depreciation      12,575     946     —       13,521  
Other costs      195,878     19,878     (619)    215,137  

      
 

    
 

    
 

    
 

Segment operating profit      38,498     7,939     —       46,437  
Other income, net      (397)    (216)    —       (613) 
Finance expense      10,263     3     —       10,266  

      
 

    
 

    
 

    
 

Segment profit before income taxes      28,632     8,152     —       36,784  
Provision for income taxes      306     1,784     —       2,090  

      
 

    
 

    
 

    
 

Segment profit      28,326     6,368     —       34,694  
Amortization of intangible assets            23,853  
Share based compensation expense            1,727  

            
 

Profit           $ 9,114  
            

 

Addition to non-current assets     $ 8,901    $ 1,575    $ —      $ 10,476  
Total assets, net of elimination      406,241     123,671     —       529,912  
Total liabilities, net of elimination     $ 211,412    $ 63,249    $ —      $ 274,661  
 
* Transactions between inter segments represent invoices raised by WNS Global BPO on WNS Auto Claims BPO on an arm’s length basis for business

process outsourcing services rendered by the former to latter.

External Revenue

The Company’s external revenue by geographic area is as follows:
 
     Three months ended      Nine months ended  
     December 31,      December 31,  
     2011      2010      2011      2010  
Jersey, Channel Islands     $ —        $ —        $ —        $ —    
UK      72,076       93,299       224,328       276,192  
North America      34,926       33,092       108,851       103,014  
Europe (excluding UK)      6,815       24,564       20,026       72,979  
Rest of the world      3,411       1,696       7,584       4,589  

      
 

      
 

      
 

      
 

Total     $ 117,228      $ 152,651      $ 360,789      $ 456,774  
      

 

      

 

      

 

      

 

The Company’s non-current assets (excluding goodwill and intangibles) by geographic area are as follows;
 
     As at  

     
December 31,

2011      
March 31,

2011      
April 1,

2010  
Jersey, Channel Islands     $ —        $ —        $ —    
UK      3,212       3,605       2,249  
US      299       268       411  
India      33,236       35,579       40,905  
Rest of the world      8,366       7,726       4,982  

      
 

      
 

      
 

Total     $ 45,113      $ 47,178      $ 48,547  
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23. Commitment and Contingencies

Leases

The Company has entered into various non-cancelable operating lease agreements for certain delivery centers and offices with original lease periods expiring
between 2011 and 2026. The details of future minimum lease payments under non-cancelable operating leases as at December 31, 2011 are as follows:
 
     Operating leases 
Less than 1 year     $ 14,418  
1-3 years      26,566  
3-5 years      14,868  
More than 5 years      11,190  

      
 

Total minimum lease payments     $ 67,042  
      

 

Rental expenses were $3,480 and $4,733, respectively for the three months ended December 31, 2011 and December 31, 2010 and $10,367 and $15,562 for the
nine months ended December 31, 2011 and December 31, 2010.

Capital commitments

As at December 31, 2011 and March 31, 2011, the Company had committed to spend approximately $4,937 and $8,238, respectively, under agreements to
purchase property and equipment. These amounts are net of capital advances paid in respect of these purchases.

Bank guarantees and others

Certain subsidiaries in India and Romania hold bank guarantees aggregating $462 and $483 as at December 31, 2011 and March 31, 2011, respectively. These
guarantees have a remaining expiry term ranging from one to five years.

Restricted time deposits placed with bankers as security for guarantees given by them to regulatory authorities in India and lessors in Romania, aggregating to
$285 and $194 at December 31, 2011 and March 31, 2011, respectively, are included in other current assets. These deposits represent cash collateral against bank
guarantees issued by the banks on behalf of the Company to third parties.

Contingencies

In the ordinary course of business, the Company is involved in lawsuits, claims and administrative proceedings. While uncertainties are inherent in the final
outcome of these matters, the Company believes, after consultation with counsel, that the disposition of these proceedings will not have a material adverse effect
on the Company’s financial position, results of operations or cash flows.
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24. Joint venture with ACS

In April 2008, the Company formed a joint venture, WNS Philippines, Inc., with Advanced Contact Solutions, Inc. (“ACS”), a BPO services and customer care
provider, in the Philippines. ACS assigned its rights and obligations under the joint venture agreement in favor of its holding company Paxys. This joint venture
was initially majority owned by the Company (65%) and the balance by Paxys. WNS Philippines, Inc. offers contact center services to global clients across
industries. This entity enables the Company to bring a large scale talent pool to help solve the business challenges of its clients while diversifying the geographic
concentration of delivery. Pursuant to the joint venture agreement, the Company had a call option to acquire from Paxys the remaining shares owned by Paxys
and Paxys had a put option to sell all of its shareholding in the joint venture to the Company, upon the occurrence of certain conditions, as set forth in the joint
venture agreement, or after August 6, 2012.

As the Company always had the risk and rewards for the ownership of the joint venture and with the existence of put option, the Company had a contractual
obligation to deliver cash, hence the noncontrolling interest was classified as liability in accordance with IAS 32.

As at the Transition Date, the Company had done the probability weighted assessment of possible outcomes of the put and call options under the various
conditions of contract and recorded its obligation towards the put option liability. Accordingly, a liability had been recorded based on the obligation existing at the
Transition Date based on the present value of the put option with the initial recognition to equity amounting to $1,676.

At every period end, the Company re-measured the put liability. As at June 30, 2011, the non-performance event was triggered as the joint venture had incurred
six months of continuous losses for the period January 2011 to June 2011.

The Company had evaluated the trigger of non-performance event and the consequent put and call option liability and concluded that the liability recorded in the
books of accounts was adequate as at June 30, 2011.

In the three months ended September 30, 2011, the joint venture continued to incur losses. As a result, the Company and Paxys, after discussions, decided to
mutually terminate the joint venture. Accordingly, the Company’s Board of Directors, in its meeting held in September 2011, determined that its call option had
become exercisable as a result of the non-performance event being triggered in the prior quarter and approved the exercise of the call option. Accordingly, the
Company shared its intention to exercise the call option with Paxys.

As at September 30, 2011, the Company had not yet exercised its call option but assessed that the event of the Company exercising the call option was highly
probable as against Paxys exercising their put option and since the Company anticipated that there would be an outflow of cash in connection with the exercise of
the call option in the near future, the liability was re-measured at the fair value of the call option as at September 30, 2011. Accordingly, the Company recorded an
additional charge of $346 towards the interest payable and increased its liability from $1,676 (as measured based on put liability) to $2,033 as at September 30,
2011.

On November 2, 2011, the Company entered into an agreement with Paxys to acquire the latter’s 35% stake in the joint venture and terminate the joint venture.
The Company’s acquisition of Paxys’ 35% stake in the joint venture was completed on November 16, 2011 by a payment of the cash consideration amounting to
$2,157, including interest expense of $346. Following the acquisition of Paxys’ stake, WNS Philippines Inc. has become a wholly-owned subsidiary of WNS
Holdings.
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25. Additional capital disclosures

The key objective of the Company’s capital management is to ensure that it maintains a stable capital structure with the focus on total equity to uphold investor,
creditor, and customer confidence and to ensure future development of its business. The Company focuses on keeping a strong total equity base to ensure
independence, security, as well as a high financial flexibility for potential future borrowings, if required, without impacting the risk profile of the Company.

The capital structure as at December 31, 2011 and March 31, 2011 was as follows:
 
     As at  

     
December 31,

2011   
March 31,

2011   
%

Change  
Total equity attributable to the equity shareholders of the Company     $ 215,048   $ 264,856    (19)% 
As percentage of total capital      67%   71%  
Short term line of credit      34,099    14,593   
Long term debt      72,457    93,095   

      
 

   
 

 

Total debt and equity     $ 106,556   $ 107,688    (1)% 
As percentage of total capital      23%   29%  

      
 

   
 

 

Total capital (debt and equity)     $ 321,604   $ 372,544    (14)% 
      

 
   

 
 

The Company is predominantly equity-financed. This is also evident from the fact that debt represented only 23% and 29% of total capital as at December 31,
2011 and March 31, 2011, respectively.

Note:
 
1) Before netting off debt issuance cost of $225 and $814 as at December 31, 2011 and March 31, 2011, respectively.
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Part II — MANAGEMENT’S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

You should read the following discussion in conjunction with our unaudited condensed consolidated financial statements and the related notes included elsewhere
in this report. We urge you to carefully review and consider the various disclosures made by us in this report and in our other SEC filings, including our annual
report on Form 20-F for our fiscal year ended March 31, 2011. Some of the statements in the following discussion are forward-looking statements. See “Special
note regarding forward-looking statements.”

Overview

We are a leading global provider of offshore business process outsourcing, or BPO, services, offering comprehensive data, voice, analytical and business
transformation services. We transfer the business processes of our clients to our delivery centers, located in India, the Philippines, the United Kingdom, Sri Lanka,
Romania and Costa Rica, as well as to our subcontractor’s delivery center in South Africa, with a view to offer cost savings to our clients as well as offer more
flexibility in managing their operations. In addition, our transformation practice seeks to help our clients identify business and process optimization opportunities
through technology-enabled solutions and process design improvements.

We win outsourcing engagements from our clients based on our domain knowledge of their business and our experience in managing the specific processes they
seek to outsource. Accordingly, we are organized into vertical business units in order to provide more specialized focus on each of the industries that we target, to
more effectively manage our sales and marketing process and to develop in-depth domain knowledge. The major industry verticals we currently target are the
insurance, travel and leisure and manufacturing, retail, consumer products and telecom industries, as well as the consulting and professional services, healthcare,
banking and financial services, utilities and shipping and logistics industries.

Our portfolio of services includes vertical-specific processes that are tailored to address our clients’ specific business and industry practices. In addition, we offer
a set of shared services that are common across multiple industries, including customer care, finance and accounting, legal services, procurement, research and
analytics and technology services.

Although we typically enter into long-term contractual arrangements with our clients, these contracts can usually be terminated with or without cause by our
clients and often with short notice periods. Nevertheless, our client relationships tend to be long-term in nature given the scale and complexity of the services we
provide coupled with risks and costs associated with switching processes in-house or to other service providers. We structure each contract to meet our clients’
specific business requirements and our target rate of return over the life of the contract. In addition, since the sales cycle for offshore business process outsourcing
is long and complex, it is often difficult to predict the timing of new client engagements. As a result, we may experience fluctuations in growth rates and
profitability from quarter to quarter, depending on the timing and nature of new contracts. Our operating results may also differ significantly from quarter to
quarter due to seasonal changes in the operations of our clients. For example, our clients in the travel and leisure industry typically experience seasonal changes in
their operations due to the holiday travel season in the third quarter of each fiscal year and, as a result, we may experience seasonal fluctuations in our travel and
leisure vertical during such period. Our focus, however, is on deepening our client relationships and maximizing shareholder value over the life of a client’s
relationship with us.

Our revenue is generated primarily from providing business process outsourcing services. We have two reportable segments for financial statement reporting
purposes — WNS Global BPO and WNS Auto Claims BPO. In our WNS Auto Claims BPO segment, we provide both “fault” and “non fault” repairs. For “fault”
repairs, we provide claims handling and accident management services, where we arrange for automobile repairs through a network of third party repair centers.
In our accident management services, where we act as the principal in our dealings with the third party repair centers and our clients, the amounts which we
invoice to our clients for payments made by us to third party repair centers are reported as revenue. Where we are not the principal in providing the services, we
record revenue from repair services net of repair cost. See Note 16 of the unaudited condensed consolidated financial statements included elsewhere in this report.
Since we wholly subcontract the repairs to the repair centers, we evaluate our financial performance based on revenue less repair payments to third party repair
centers, which is a non-GAAP financial measure. We believe that revenue less repair payments for “fault” repairs reflects more accurately the value addition of
the business process outsourcing services that we directly provide to our clients. For “non fault” repairs, revenue including repair payments is used as a primary
measure to allocate resources and measure operating performance. As we provide a consolidated suite of accident management services including credit hire and
credit repair for our “non fault” repairs business, we believe that measurement of that line of business has to be on a basis that includes repair payments in
revenue. Our “non fault” repairs business accounts for a relatively small portion of our revenue for our WNS Auto Claims BPO segment. Revenue less repair
payments is calculated as revenue less payments to repair centers. This non-GAAP financial information is not meant to be considered in isolation or as a
substitute for our financial results prepared in accordance with GAAP. Our revenue less repair payments may not be comparable to similarly titled measures
reported by other companies due to potential differences in the method of calculation.
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The following table reconciles our revenue (a GAAP financial measure) to revenue less repair payments (a non-GAAP financial measure) for the periods
indicated:
 
     Three months ended      Nine months ended  
     December 31,      December 31,  
     2011      2010      2011      2010  
     (US dollars in millions)  
Revenue      117.2       152.7       360.8       456.8  
Less: Payments to repair centers      20.0       60.0       65.6       181.7  
Revenue less repair payments      97.2       92.7       295.2       275.1  

The following table sets forth our constant currency revenue less repair payments for the periods indicated. Constant currency revenue less repair payments is a
non-GAAP financial measure. We present constant currency revenue less repair payments so that revenue less repair payments may be viewed without the impact
of foreign currency exchange rate fluctuations, thereby facilitating period-to-period comparisons of business performance. Constant currency revenue less repair
payments is calculated by restating prior quarter’s revenue less repair payments denominated in pound sterling, or Euro using the foreign exchange rate used for
the latest quarter.
 
     Fiscal 2012      Fiscal 2011  
     Three months ended      Three months ended  

     
December 31,

2011      
September 30,

2011      
June 30,

2011      
March 31,

2011      
December 31,

2010  
     (US dollars in millions)  
Constant currency revenue less repair payments     $ 97.2      $ 98.9      $ 95.8      $ 93.3      $ 92.4  

Global Market and Economic Conditions

During the past several years, global economic conditions have been challenging as certain adverse financial developments have caused a significant slowdown in
the growth of the European, US and international financial markets, accompanied by a significant reduction in consumer and business spending worldwide. These
adverse financial developments have included increased market volatility, tightening of liquidity in credit markets and diminished expectations for the global
economy. While the world economy has grown since 2010, the recent speculation regarding the inability of certain European countries to pay their national debts,
the response by Eurozone policy makers to mitigate this sovereign debt crisis and the concerns regarding the stability of the Eurozone currency have created
additional uncertainty in the European and global economies. Further, there continue to be signs of economic weakness such as relatively high levels of
unemployment in major markets including Europe and the United States.

These economic conditions may affect our business in a number of ways. The general level of economic activity, such as decreases in business and consumer
spending, could result in a decrease in demand for our services, thus reducing our revenue. The cost and availability of credit has been and may continue to be
adversely affected by illiquid credit markets and wider credit spreads. Continued turbulence in the European, US and international financial markets and
economies may adversely affect our liquidity and financial condition, and the liquidity and financial condition of our customers. If these market conditions
continue or worsen, they may limit our ability to access financing or increase our cost of financing to meet liquidity needs, and affect the ability of our customers
to use credit to purchase our services or to make timely payments to us, resulting in adverse effects on our financial condition and results of operations.

Furthermore, a weakening of the rate of exchange for the US dollar or the pound sterling (in which our revenue is principally denominated) against the Indian
rupee (in which a significant portion of our costs are denominated) also adversely affects our results. Fluctuations between the pound sterling or the Indian rupee
and the US dollar also expose us to translation risk when transactions denominated in pound sterling or Indian rupees are translated into US dollars, our reporting
currency. For example, the average pound sterling/US dollar exchange rate for fiscal 2011 depreciated 2.6% as compared to the average exchange rate for fiscal
2010, which adversely impacted our results of operations. The average pound sterling/US dollar exchange rate for fiscal the nine months ended December 31,
2011 appreciated 4.1% as compared to the average exchange rate for the nine months ended December 31, 2010.

Uncertainty about current global economic conditions could also continue to increase the volatility of our share price. We cannot predict the timing or duration of
an economic slowdown or the timing or strength of a subsequent economic recovery generally or in our targeted industries, including the insurance industry and
the travel and leisure industry. If macroeconomic conditions worsen or current global economic conditions continue for a prolonged period of time, we are not
able to predict the impact that such worsening conditions will have on our targeted industries in general, and our results of operations specifically.
 

90



Table of Contents

Revenue

We generate revenue by providing business process outsourcing services to our clients. The following table shows our revenue (a GAAP financial measure) and
revenue less repair payments (a non-GAAP financial measure) for the periods indicated:
 
  Three months ended         Nine months ended     
  December 31,   Change   December 31,   Change  
  2011   2010   $   %   2011   2010   $   %  
  (US dollars in millions)  
Revenue   117.2    152.7    (35.4)   (23.2)%   360.8    456.8    (96.0)   (21.0)% 
Revenue less repair payments   97.2    92.7    4.5    4.9%   295.2    275.1    20.1    7.3% 

During the nine months ended December 31, 2011, we re-negotiated contracts with certain of our clients and repair centers in the Auto Claims business, whereby
the primary responsibility for providing the services is borne by the repair centers instead of us and the credit risk that the client may not pay for the services is no
longer borne by us. As a result of these changes, we are no longer considered to be the principal in providing the services. Accordingly, we no longer account for
the amount received from these clients for payments to repair centers and the payments made to repair centers for cases referred by these clients as revenue and
cost of revenue, respectively, resulting in lower revenue and cost of revenue. The contract re-negotiation process is ongoing and aimed at simplifying our
accounting requirements. This contract re-negotiation process does not affect our revenue less repair payments.

Revenue by Top Clients

The following table sets forth the percentage of revenue and revenue less repair payments that we derived from our largest clients for the periods indicated:
 
     Revenue   Revenue less repair payments  
     Three months ended December 31,   Three months ended December 31,  
     2011   2010   2011   2010  
Top client      17.0%   15.8%   20.5%   20.8% 
Top five clients      44.3%   54.3%   40.2%   41.0% 
Top ten clients      55.7%   66.0%   52.7%   53.6% 
Top twenty clients      70.7%   77.9%   69.2%   70.8% 

Revenue generated from certain clients in our WNS Global BPO segment, including our largest client by revenue contribution, has started declining since
December 2011 and these clients are currently forecasting that they expect to provide us a lower volume of business in respect of the services we have been
providing them as a result of automation initiatives and various reasons, including their strategic decisions to bring those functions back in-house and the current
challenging market and economic conditions. We are exploring with these clients new areas of opportunity where we can provide other services to them, to offset
the above decline. Further, subsequent to the authorization of our unaudited condensed interim consolidated financial statements included in this report by our
Board of Directors, our second largest client by revenue contribution, which accounted for 7.5% of our revenue and 1.9% of our revenue less repair payments in
fiscal 2011 and for 11.3% of our revenue and 1.4% of our revenue less repair payments in the nine months ended December 31, 2011, gave us notice of
termination of our contract with effect from April 2012.
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Our Contracts

We provide our services under contracts with our clients, the majority of which have terms ranging between three and eight years, with some being rolling
contracts with no end dates. Typically, these contracts can be terminated by our clients with or without cause and with notice periods ranging from three to six
months. However, we tend to have long-term relationships with our clients given the complex and comprehensive nature of the business processes executed by us,
coupled with the switching costs and risks associated with relocating these processes in-house or to other service providers.

Each client contract has different terms and conditions based on the scope of services to be delivered and the requirements of that client. Occasionally, we may
incur significant costs on certain contracts in the early stages of implementation, with the expectation that these costs will be recouped over the life of the contract
to achieve our targeted returns. Each client contract has corresponding service level agreements that define certain operational metrics based on which our
performance is measured. Some of our contracts specify penalties or damages payable by us in the event of failure to meet certain key service level standards
within an agreed upon time frame.
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When we are engaged by a client, we typically transfer that client’s processes to our delivery centers over a two to six month period. This transfer process is
subject to a number of potential delays. Therefore, we may not recognize significant revenue until several months after commencing a client engagement.

In the WNS Global BPO segment, we charge for our services based on the following pricing models:
 
1) per full-time equivalent arrangements, which typically involve billings based on the number of full-time employees (or equivalent) deployed on the

execution of the business process outsourced;
 
2) per transaction arrangements, which typically involve billings based on the number of transactions processed (such as the number of e-mail responses, or

airline coupons or insurance claims processed);
 
3) fixed-price arrangements, which typically involve billings based on achievements of pre-defined deliverables or milestones;
 
4) outcome-based arrangements, which typically involve billings based on the business result achieved by our clients through our service efforts (such as

measured based on a reduction in days sales outstanding, an improvement in working capital, an increase in collections or a reduction in operating
expenses); or

 
5) other pricing arrangements, including cost-plus arrangements, which typically involve billing the contractually agreed direct and indirect costs and a fee

based on the number of employees deployed under the arrangement.

Apart from the above-mentioned pricing methods, a small portion of our revenue is comprised of reimbursements of out-of-pocket expenses incurred by us in
providing services to our clients.

Outcome-based arrangements are examples of non-linear pricing models where revenues from platforms and solutions and the services we provide are linked to
usage or savings by clients rather than the efforts deployed to provide these services. We intend to focus on increasing our service offerings that are based on non-
linear pricing models that allow us to price our services based on the value we deliver to our clients rather than the headcount deployed to deliver the services to
them. We believe that non-linear pricing models help us to grow our revenue without increasing our headcount. Accordingly, we expect increased use of non-
linear pricing models to result in higher revenue per employee and improved margins. Non-linear revenues may be subject to short term pressure on margins,
however, as initiatives in developing the products and services take time to deliver. Moreover, in outcome-based arrangements, we bear the risk of failure to
achieve clients’ business objectives. For more information, see “Part III — Risk Factors — If our pricing structures do not accurately anticipate the cost and
complexity of performing our work, our profitability may be negatively affected.”

In our WNS Auto Claims BPO segment, we earn revenue from claims handling and accident management services. For claims handling, we charge on a per claim
basis or a fixed fee per vehicle over a contract period. For automobile accident management services, where we arrange for the repairs through a network of repair
centers that we have established, we invoice the client for the amount of the repair. When we direct a vehicle to a specific repair center, we receive a referral fee
from that repair center. We also provide a consolidated suite of services towards accident management including credit hire and credit repair for “non fault”
repairs business.
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Our prior contracts with a major client, Aviva International Holdings Limited, or Aviva, granted Aviva Global Services Singapore Pte. Ltd., or Aviva Global, the
option to require us to transfer our facilities at Pune and Sri Lanka to Aviva Global. We transferred the Sri Lanka facility at book value, which did not result in a
material gain or loss, although we lost the revenue generated by the facility upon our transfer of the facility to Aviva Global. With the transaction that we entered
into with Aviva in July 2008 described below, we have, through the acquisition of Aviva Global, resumed control of the Sri Lanka facility and we have continued
to retain ownership of the Pune facility, and we expect these facilities to continue to generate revenue for us under the Aviva master services agreement described
below. However, we may in the future enter into contracts with other clients with similar call options that may result in the loss of revenue that may have a
material impact on our business, results of operations, financial condition and cash flows, particularly during the quarter in which the option takes effect.

In July 2008, we entered into a transaction with Aviva consisting of a share sale and purchase agreement with Aviva and a master services agreement with Aviva
Global Services (Management Services) Private Limited, or Aviva MS. Pursuant to the share sale and purchase agreement with Aviva, we acquired all the shares
of Aviva Global in July 2008.

Pursuant to the master services agreement with Aviva MS, or the Aviva master services agreement, we provide BPO services to Aviva’s UK and Canadian
businesses for a term of eight years and four months. Under the terms of the agreement, we have agreed to provide a comprehensive spectrum of life and general
insurance processing functions to Aviva, including policy administration and settlement, along with finance and accounting, customer care and other support
services. In addition, we have the exclusive right to provide certain services such as finance and accounting, insurance back-office, customer interaction and
analytics services to Aviva’s UK and Canadian businesses for the first five years, subject to the rights and obligations of the Aviva group under their existing
contracts with other providers. In March 2009, we entered into a variation deed to the Aviva master services agreement pursuant to which we commenced
provision of services to Aviva’s Irish subsidiary, Hibernian Aviva Direct Limited, and certain of its affiliates. Aviva’s Canadian business has ceased to require our
BPO services and we are currently providing BPO services to Aviva’s UK business and Aviva’s Irish subsidiary, Hibernian Aviva Direct Limited, and certain of
its affiliates.

Our clients customarily provide one to three month rolling forecasts of their service requirements. Our contracts with our clients do not generally provide for a
committed minimum volume of business or committed amounts of revenue, except for the Aviva master services agreement that we entered into in July 2008 as
described above. Aviva MS has agreed to provide a minimum volume of business, or minimum volume commitment, to us during the term of the contract. The
minimum volume commitment is calculated as 3,000 billable full-time employees, where one billable full time employee is the equivalent of a production
employee engaged by us to perform our obligations under the contract for one working day of at least nine hours for 250 days a year. In August 2009, we entered
into a variation agreement to the Aviva master services agreement pursuant to which Aviva MS agreed to increase the minimum volume commitment from the
current 3,000 billable full time employees to 3,300 billable full time employees for a period of 17 months from March 1, 2010 to July 31, 2011 and to 3,250
billable full time employees for a period of six months from August 1, 2011 to January 31, 2012. The minimum volume commitment will revert to 3,000 billable
full time employees after January 31, 2012 for the remaining term of the Aviva master services agreement. In the event the mean average monthly volume of
business in any rolling three-month period does not reach the minimum volume commitment, Aviva MS has agreed to pay us a minimum commitment fee as
liquidated damages. Notwithstanding the minimum volume commitment, there are termination at will provisions which permit Aviva MS to terminate the Aviva
master services agreement without cause, with six months’ notice upon payment of a termination fee. The annual minimum volume commitment under this
contract was met in fiscal 2011. Based on Aviva MS’s latest forecast of its service requirements for the fourth quarter of fiscal 2012 and fiscal 2013 provided to
us, we expect them to meet their annual minimum volume commitment under this contract in fiscal 2012 and fiscal 2013.

Under the terms of an agreement with one of our top five clients negotiated in December 2009, we are the exclusive provider of certain key services from delivery
locations outside of the US, including customer service and ticketing support for the client. This agreement became effective on April 1, 2010 and expires in
December 2015. Under our earlier agreement with this client, we were entitled to charge premium pricing because we had absorbed the initial transition cost in
2004. That premium pricing is no longer available in the new contract with this client. The early termination of the old agreement entitled us to a payment by the
client of a termination fee of $5.4 million which was received on April 1, 2010. As the termination fee was related to a renewal of our agreement with the client,
we have determined that the recognition of the termination fee as revenue will be deferred over the term of the new agreement (i.e., over the period from April 1,
2010 to December 31, 2015).

Expenses

The majority of our expenses consist of cost of revenue and operating expenses. The key components of our cost of revenue are employee costs, payments to
repair centers, facilities costs, depreciation costs, travel expenses and legal and professional costs. Our operating expenses include selling and marketing
expenses, general and administrative expenses, foreign exchange gains and losses and amortization of intangible assets. Our non-operating expenses include
finance expenses as well as other expenses recorded under “other income, net.”
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Cost of Revenue

Employee costs represent the largest component of cost of revenue. In addition to employee salaries, employee costs include costs related to recruitment, training
and retention.

Our WNS Auto Claims BPO segment includes automobile accident management services, where we arrange for repairs through a network of repair centers. The
payments to repair centers represent a significant component of cost of revenue. The value of these payments in any given period is primarily driven by the
volume of accidents and the amount of the repair costs related to such accidents.

Our facilities costs comprise lease rentals, facilities management and telecommunication network cost. Most of our leases for our facilities are long-term
agreements and have escalation clauses which provide for increases in rent at periodic intervals commencing between three and five years from the start of the
lease. Most of these agreements have clauses that cap escalation of lease rentals.

Selling and Marketing Expenses

Our selling and marketing expenses primarily comprise employee costs for sales and marketing personnel, travel expenses, legal and professional fees, share-
based compensation expense, brand building expenses and other general expenses relating to selling and marketing.

General and Administrative Expenses

Our general and administrative expenses primarily comprise employee costs for senior management and other support personnel, travel expenses, legal and
professional fees, share-based compensation expense and other general expenses not related to cost of revenue and selling and marketing.

Foreign Exchange Gains or Losses, Net

Foreign exchange gains or losses, net includes:
 
 •  marked to market gains or losses on derivative instruments;
 
 •  foreign currency exchange gains or losses on translation of other assets and liabilities; and
 
 •  unrealized foreign currency exchange gains or losses on revaluation of other assets and liabilities.

Amortization of Intangible Assets

Amortization of intangible assets is associated with our acquisitions of Marketics, in May 2007, Flovate in June 2007, Accidents Happen Assistance Limited, or
AHA (formerly known as Call 24-7 Limited, or Call 24-7) in April 2008, BizAps in June 2008 and Aviva Global in July 2008.

Finance Expense

Finance expense primarily relates to interest charges payable on our term loan and short-term borrowings.

Other Income and Expense, Net

Other income and expense, net comprise interest income and income or loss from sale of fixed assets and other miscellaneous expenses.
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Operating Data

The following table presents certain operating data as of the dates indicated:
 
     As at  

     
December 31,

2011      
September 30,

2011      
June 30,

2011      
March 31,

2011      
December 31,

2010  
Total head count      22,697       21,565       21,808       21,523       21,213  
Built up seats      17,991       17,915       16,573       16,278       16,320  
Used seats      13,826       13,336       13,450       13,256       13,235  

Note:
 
(1) Built up seats refer to the total number of production seats (excluding support functions such as Finance, Human Resource and Administration) that are

set up in any premises. Used seats refer to the number of built up seats that are being used by employees. The remainder are referred to as “vacant seats.”
The vacant seats would be converted into used seats when we increase headcount.

We expect our total headcount in the fourth quarter of fiscal 2012 to reduce as compared to the third quarter of fiscal 2012 as the impact of our declining attrition
rate and a reduced volume of business from certain clients, including our largest client by revenue contribution, is expected to reduce our hiring requirements in
the fourth quarter of fiscal 2012.

Critical Accounting Policies

The discussion and analysis of our financial condition and results of operations are based on our unaudited condensed interim consolidated financial statements
included elsewhere in this report which have been prepared in accordance with IAS 34 under IFRS, as issued by IASB. Note 2 to our unaudited condensed
interim consolidated financial statements included elsewhere in this report describes our significant accounting policies and is an essential part of our unaudited
condensed interim consolidated financial statements.

We believe the following to be critical accounting policies. By “critical accounting policies,” we mean policies that are both important to the portrayal of our
financial condition and financial results and require critical management judgments and estimates. Although we believe that our judgments and estimates are
appropriate, actual future results may differ from our estimates.

Revenue Recognition

We derive revenue from providing BPO services to our clients, which primarily include providing back office administration, data management, contact center
management and automobile claims handling services. We recognize revenue when the significant terms of the arrangement are enforceable, services are being
delivered and the collectability is reasonably assured. We recognize revenue on an accrual basis when services are performed.

When the terms of the agreement specify service level parameters that must be met, we monitor such service level parameters and determine if there are any
service credits or penalties that we need to account for. Revenue is recognized net of any service credits that are due to a client. Generally, our revenue is from
large companies, where we do not believe we have a significant credit risk.

We invoice our clients depending on the terms of the arrangement, which include billing based on a per employee basis, a per transaction basis, a fixed price
basis, an outcome based basis or other pricing arrangements including cost-plus arrangements. Amounts billed or payments received, where all the conditions for
revenue recognition have not been met, are recorded as deferred revenue and are recognized as revenue when all recognition criteria have been met. However, the
costs related to the performance of BPO services unrelated to transition services (discussed below) are recognized in the period in which the services are
rendered. An upfront payment received towards future services is recognized ratably over the period when such services are provided.

For certain of our clients, we perform transition activities at the outset of entering into a new contract for the provision of BPO services. We have determined
these transition activities do not meet the revenue recognition criteria, to be accounted for as a separate unit of accounting with stand-alone value separate from
the on-going BPO contract. Accordingly, transition revenue and costs are subsequently recognized ratably over the period in which the BPO services are
performed. Further, the deferral of costs is limited to the amount of the deferred revenue. Any costs in excess of the deferred transition revenue are recognized in
the period it was incurred.
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In limited instances, we have entered into minimum commitment arrangements that provide for a minimum revenue commitment on an annual basis or a
cumulative basis over multiple years, stated in terms of annual minimum amounts. Where a minimum commitment is specific to an annual period, any revenue
shortfall is invoiced and recognized at the end of this period. When the shortfall in a particular year can be offset with revenue received in excess of minimum
commitments in a subsequent year, we recognize deferred revenue for the shortfall which has been invoiced and received. To the extent we have sufficient
experience to conclude that the shortfall will not be satisfied by excess revenue in a subsequent period, the deferred revenue will be recorded as revenue in that
period. In order to determine whether we have sufficient experience, we consider several factors which include (i) the historical volume of business done with a
client as compared with initial projections of volume as agreed to by the client with us, (ii) the length of time for which we have such historical experience,
(iii) future volume expected based on projections received from the client, and (iv) our internal expectations of the ongoing volume with the client. Otherwise, the
deferred revenue will remain until such time when we can conclude that we will not receive revenue in excess of the minimum commitment. For certain
agreements, we have retroactive discounts related to meeting agreed volumes. In such situations, we record revenue at the discounted rate, although we initially
bill at the higher rate, unless we can determine that the agreed volumes will not be met, based on the factors discussed above.

Our revenue is net of value-added taxes and includes reimbursements of out-of-pocket expenses, with the corresponding out-of-pocket expenses included in cost
of revenue.

We provide automobile claims handling services, which include claims handling and administration (which we refer to as “claims handling”), car hire and
arranging for repairs with repair centers across the United Kingdom and the related payment processing for such repairs (which we refer to as “accident
management”).

We also provide services where motorists involved in accidents were not at fault. Our service offerings include the provision of replacement hire vehicles (which
we refer to as “credit hire”), accident management services and claims handling and administration.

With respect to claims handling, we enter into contracts with our clients to process all their claims over the contract period, where the fees are determined either
on a per claim basis or is a fixed payment for the contract period. Where our contracts are on a per claim basis, we invoice the client at the inception of the claim
process. We estimate the processing period for the claims and recognize revenue over the estimated processing period. This processing period generally ranges
between one to two months. The processing time may be greater for new clients and the estimated service period is adjusted accordingly. The processing period is
estimated based on historical experience and other relevant factors, if any. Where the fee is a fixed payment for the contract period, revenue is recognized on a
straight line basis over the period of the contract. In certain cases, where the fee is contingent upon the successful recovery of a claim by the client, revenue is not
recognized until the contingency is resolved. Revenue in respect of car hire is recognized over the car hire term.

In order to provide accident management services, we arrange for the repair of vehicles involved in an accident through a network of repair centers. The repair
costs are invoiced to customers. In determining whether the receipt from the customers related to payments to repair centers should be recognized as revenue, we
consider the criteria established by IAS 18, Illustrative example (“IE”) 21 — “Determining whether an entity is acting as a principal or as an agent.” When we
determine that we are the principal in providing accident management services, amounts received from customers are recognized and presented as third party
revenue and the payments to repair centers are recognized as cost of revenue in the consolidated statement of income.

Factors considered in determining whether we are the principal in the transaction include whether
 
a) we have the primary responsibility of providing the services,
 
b) we negotiate the labor rates with repair centers,
 
c) we are responsible for timely and satisfactory completion of repairs, and
 
d) we bear the risk that the customer may not pay for the services provided (credit risk).

If there are circumstances where we do not have exposure to the significant risk and rewards associated with the rendering of services and therefore we are not the
principal in providing accident management services, amounts received from customers are recognized and presented net of payments to repair centers in the
consolidated statement of income. Revenue from accident management services is recorded net of the repairer referral fees passed on to customers.

Share-based Compensation

We provide share-based awards such as share options and RSUs to our employees, directors and executive officers through various equity compensation plans.
We account for share-based compensation expense relating to share-based payments using a fair-value method in accordance with IFRS 2, “Share-based
Payments.” IFRS 2 addresses the accounting for share-based payment transactions in which an enterprise receives employee services in exchange for equity
instruments of the enterprise or liabilities that are based on the fair value of the enterprise’s equity instruments or that may be settled by the issuance of such
equity instruments.
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Equity instruments granted is measured by reference to the fair value of the instrument at the date of grant. The grants vest in a graded manner. Under the fair
value method, the estimated fair value of awards is charged to income over the requisite service period, which is generally the vesting period of the award, for
each separately vesting portion of the award as if the award was, in substance, multiple awards. We include a forfeiture estimate in the amount of compensation
expense being recognized based on our estimate of equity instrument that will eventually vest.

IFRS 2 requires the use of a valuation model to calculate the fair value of share-based awards. Based on our judgment, we have elected to use the Black-Scholes-
Merton pricing model to determine the fair value of share-based awards on the date of grant. RSUs are measured based on the fair market value of the underlying
shares on the date of grant.

We believe the Black-Scholes-Merton model to be the most appropriate model for determination of fair value of the share-based awards. In determining the fair
value of share-based awards using the Black-Scholes-Merton option pricing model, we are required to make certain estimates of the key assumptions that include
expected term, expected volatility of our shares, dividend yield and risk free interest rate. Estimating these key assumptions involves judgment regarding
subjective future expectations of market prices and trends. The assumptions for expected term and expected volatility have the most significant effect on
calculating the fair value of our stock options. We use the historical volatility of our ADSs in order to estimate future share price trends. In order to determine the
estimated period of time that we expect employees to hold their share-based options, we have used historical exercise pattern of employees. The aforementioned
inputs entered into the option valuation model that we use to determine the fair value of our stock awards are subjective estimates and changes to these estimates
will cause the fair value of our share-based awards and related share-based compensation expense we record to vary.

We are required to estimate the share-based awards that we expect to vest and to reduce share-based compensation expense for the effects of estimated forfeitures
of awards over the expense recognition period. Although we estimate forfeitures based on historical experience and other factors, actual forfeitures in the future
may differ. To the extent our actual forfeitures are different than our estimates, we record a true-up for the difference in the period in which the awards vest, and
such true-ups could materially affect our operating results.

We record deferred tax assets for share-based awards based on the future tax deduction which will be based on our ADS price at the reporting date. If the amount
of the future tax deduction exceeds the cumulative amount of share-based compensation expense, the excess deferred tax is directly recognized in equity.

Business Combinations, Goodwill and Intangible Assets

Business combinations are accounted for using the acquisition method. As a part of acquisition accounting, we allocate the purchase price of acquired companies
to the identified tangible and intangible assets based on the estimated fair values on the date of the acquisition. The purchase price allocation process requires
management to make significant estimates and assumptions, especially at acquisition date with respect to intangible assets, income taxes, contingent consideration
and estimated restructuring liabilities. Although we believe the assumptions and estimates we have made in the past have been reasonable and appropriate, they
are based in part on historical experience and information obtained from the management of the acquired companies and are inherently uncertain. Examples of
critical estimates in valuing certain of the intangible assets we have acquired or may acquire in the future include but are not limited to appropriate method of
valuation, future cash flow projections, weighted average cost of capital, discount rates, risk-free rates, market rate of return and risk premiums.

Unanticipated events and circumstances may occur which may affect the accuracy or validity of such assumptions, estimates or actual results.

Goodwill is initially measured at cost, being the excess of the cost of the acquisition of the acquiree over our share of the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities on the date of the acquisition. If the cost of acquisition is less than the fair value of the net assets of the
business acquired, the difference is recognized immediately in the income statement. Goodwill is tested for impairment at least annually and when events occur or
changes in circumstances indicate that the recoverable amount of the cash generating unit is less than its carrying value. The goodwill impairment test is
performed at the level of cash-generating unit or groups of cash-generating units which represent the lowest level at which goodwill is monitored for internal
management purposes.

We use market related information and estimates (generally risk adjusted discounted cash flows) to determine the fair values. Cash flow projections take into
account past experience and represents management’s best estimate about future developments. Key assumptions on which management has based its
determination of fair value less costs to sell and value in use include estimated growth rates, weighted average cost of capital and tax rates. These estimates,
including the methodology used, can have a material impact on the respective values and ultimately the amount of any goodwill impairment. See also the
discussion on impairment testing under “— Impairment of Goodwill and Intangible Assets” below.
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Intangible assets are recognized only when it is probable that the expected future economic benefits attributable to the assets will accrue to us and the cost can be
reliably measured. Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a business
combination is its fair value as at the date of acquisition determined using generally accepted valuation methods appropriate for the type of intangible asset.
Following initial recognition, intangible assets are carried at cost less any accumulated amortization and any accumulated impairment losses. Intangible assets
with finite lives are amortized over the estimated useful life and assessed for impairment whenever there is an indication that the intangible asset may be
impaired. The amortization of an intangible asset with a finite useful life reflects the manner in which the economic benefit is expected to be generated and
consumed. These estimates are reviewed at least at each financial year end. Intangible assets with indefinite lives are not amortized, but instead are tested for
impairment at least annually and written down to the fair value as required. See also the discussion on impairment testing under “— Impairment of Goodwill and
Intangible Assets” below.

Impairment of Goodwill and Intangible Assets

Goodwill is not subject to amortization and is instead tested annually for impairment and whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. Intangible assets that are subject to amortization are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment,
assets are grouped at the cash generating unit level, which is the lowest level for which there are separately identifiable cash flows. Impairment losses recognized
in respect of cash generating units are allocated first to reduce the carrying amount of any goodwill allocated to the cash generating units (or group of cash
generating units) and then, to reduce the carrying amount of the other assets in the cash generating unit (or group of cash generating units) on a pro rata basis.
Intangible assets that suffered impairment are reviewed for possible reversal of the impairment at each reporting date.

An impairment loss is recognized for the amount by which an asset’s or cash-generating unit’s carrying amount exceeds its recoverable amount. To determine the
recoverable amount, management estimates expected future cash flows from each asset or cash-generating unit and determines a suitable interest rate in order to
calculate the present value of those cash flows. In the process of measuring expected future cash flows management makes assumptions about future operating
results. These assumptions relate to future events and circumstances. The actual results may vary, and may cause significant adjustments to our assets within the
next financial year.

In most cases, determining the applicable discount rate involves estimating the appropriate adjustment to market risk and the appropriate adjustment to asset-
specific risk factors.

We cannot predict the occurrence of future events that might adversely affect the reported value of goodwill, intangible assets. Such events include, but are not
limited to, strategic decisions made in response to economic and competitive conditions, the impact of the environment on our customer base, and material
negative changes in relationships with significant customers.

Income Taxes

Income tax comprises current and deferred tax. Income tax expense is recognized in statements of income except to the extent it relates to items directly
recognized in equity, in which case it is recognized in equity.
 
CurrentIncome Tax

As part of the process of preparing our consolidated financial statements, we are required to estimate our income taxes in each of the jurisdictions in which we
operate. We are subject to tax assessments in each of these jurisdictions. Current income taxes for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities based on the taxable profit for the period. The tax rates and tax laws used to compute the amount
are those that are enacted or substantively enacted by the reporting date and applicable for the period. We offset current tax assets and current tax liabilities, where
we have a legally enforceable right to set off the recognized amounts and where we intend either to settle on a net basis, or to realize the asset and liability
simultaneously.

Significant judgments are involved in determining the provision for income taxes including judgment on whether tax positions are probable of being sustained in
tax assessments. A tax assessment can involve complex issues, which can only be resolved over extended time periods. The recognition of taxes that are subject
to certain legal or economic limits or uncertainties is assessed individually by management based on the specific facts and circumstances. Though we have
considered all these issues in estimating our income taxes, there could be an unfavorable resolution of such issues that may affect results of our operations.
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Deferred Income Tax

We recognize deferred income tax using the balance sheet approach. Deferred income tax assets and liabilities are recognized for all deductible temporary
differences arising between the tax bases of assets and liabilities and their carrying amount in financial statements, except when the deferred income tax arises
from the initial recognition of goodwill or an asset or liability in a transaction that is not a business combination and affects neither accounting nor taxable profits
or loss at the time of transaction.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply in the period when the asset is realized or the liability is settled,
based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred income tax asset in respect of carry forward of unused tax credits and unused tax losses are recognized to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilized.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred income tax asset to be utilized.

The measurement of deferred tax assets involves judgment regarding the deductibility of costs not yet subject to taxation and estimates regarding sufficient future
taxable income to enable utilization of unused tax losses in different tax jurisdictions. We consider the expected reversal of deferred tax liabilities and projected
future taxable income in making this assessment. All deferred tax assets are subject to review of probable utilization. The assessment of the probability of future
taxable profit in which deferred tax assets can be utilized is based on the latest approved budget forecast, which is adjusted for significant non-taxable profit and
expenses and specific limits to the use of any unused tax loss or credit. The tax rules in the numerous jurisdictions in which we operates are also carefully taken
into consideration. If a positive forecast of taxable profit indicates the probable use of a deferred tax asset, especially when it can be utilized without a time limit,
that deferred tax asset is usually recognized in full. The recognition of deferred tax assets that are subject to certain legal or economic limits or uncertainties is
assessed individually by management based on the specific facts and circumstances.

As part of our accounting for business combinations, some of the purchase price is allocated to goodwill and intangible assets. Impairment charges associated
with goodwill are generally not tax deductible and will result in an increased effective income tax rate in the quarter any impairment is recorded. Amortization
expenses associated with acquired intangible assets are generally not tax deductible pursuant to our existing tax structure; however, deferred taxes have been
recorded for non-deductible amortization expenses as a part of the purchase price allocation process. We have taken into account the allocation of these identified
intangibles among different taxing jurisdictions, including those with nominal or zero percent tax rates, in establishing the related deferred tax liabilities. Income
tax contingencies existing as of the acquisition dates of the acquired companies are evaluated quarterly and any adjustments are recorded as adjustments to
goodwill during the measurement period.

Uncertainties in income taxes are not addressed specifically in IAS12 “Income Taxes” and hence the general measurement principles in IAS12 are applied in
measuring the uncertain tax positions. Uncertain tax positions are reflected at the amount likely to be paid to the taxation authorities. A liability is recognized in
connection with each item that is not probable of being sustained on examination by taxing authority. The liability is measured using single best estimate of the
most likely outcome for each position taken in the tax return. Thus the provision would be the aggregate liability in connection with all uncertain tax positions.
We also include interest related to such uncertain tax positions within our provision for income tax expense.

Evaluation of tax positions and recognition of provisions, as discussed above, involves interpretation of tax laws, estimates of probabilities of tax positions being
sustained and the amounts of payments to be made under various scenarios. Although we believe we are adequately reserved for our unresolved disputes with the
taxation authorities, no assurance can be given with respect to the final outcome on these matters. To the extent that the final outcome on these matters is different
than the amounts recorded, such differences will impact our provision for income taxes in the period in which such a determination is made.

Derivative Financial Instruments and Hedge Accounting

We are exposed to foreign currency fluctuations on foreign currency assets, liabilities, net investment in foreign operations and forecasted cash flows
denominated in foreign currency. We limit the effect of foreign exchange rate fluctuation by following established risk management policies including the use of
derivatives. We enter into derivative financial instruments where the counter party is a bank. We hold derivative financial instruments such as foreign exchange
forward and option contracts and interest rate swaps to hedge certain foreign currency and interest rate exposures. Forward and option contracts on various
foreign currencies are entered into to manage the foreign currency exchange rate risk on forecasted revenue denominated in foreign currencies and monetary
assets and liabilities held in non-functional currencies. Interest rate swaps are entered into to manage interest rate risk associated with floating rate borrowings.
Our primary exchange rate exposure is with the US dollars, pound sterling and the Indian rupee.
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Cash Flow Hedges

We recognize derivative instruments as either assets or liabilities in the statement of financial position at fair value. Derivative instruments qualify for hedge
accounting when the instrument is designated as a hedge; the hedged item is specifically identifiable and exposes us to risk; and it is expected that a change in fair
value of the derivative instrument and an opposite change in the fair value of the hedged item will have a high degree of correlation. Determining that there is a
high degree of correlation between the change in fair value of the hedged item and the derivative instruments involves significant judgment including the
probability of the occurrence of the forecasted transaction. Although our estimates of the forecasted transactions are based on historical experience and we believe
that they are reasonable, the final occurrence of such transactions could be different as a result of external factors such as industry and economic trends, and
internal factors such as changes in our business strategy and our internal forecasts, which will have a material effect on our earnings.

For derivative instruments where hedge accounting is applied, we record the effective portion of derivative instruments that are designated as cash flow hedges in
other comprehensive income (loss) in the statement of comprehensive income, which is reclassified into earnings in the same period during which the hedged
item affects earnings. The remaining gain or loss on the derivative instrument in excess of the cumulative change in the present value of future cash flows of the
hedged item, if any (i.e., the ineffective portion) or hedge components excluded from the assessment of effectiveness, and changes in fair value of other derivative
instruments not designated as qualifying hedges is recorded as gains / losses, net in the statement of income. Gains/losses on cash flow hedges on intercompany
forecasted revenue transactions are recorded in foreign exchange gains/losses and cash flow hedge on interest rate swaps are recorded in finance expense. Cash
flows from the derivative instruments are classified within cash flows from operating activities in the statement of cash flows.

Fair Value Measurements

IAS 32 “Financial Instruments: Presentation” defines fair value as the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. The fair value of financial instruments that are traded in active markets at each reporting date is
determined by reference to quoted market prices or dealer price quotations, without any deduction for transaction costs. For financial instruments not traded in an
active market, the fair value is determined using appropriate valuation models. Where applicable, these models project future cash flows and discount the future
amounts to a present value using market-based observable inputs including interest rate curves, credit risk, foreign exchange rates, and forward and spot prices for
currencies.

IAS 32 also discusses the hierarchy for determining and disclosing the fair value of financial instruments by valuation technique as detailed below:

Level 1- quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2- other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or indirectly; and

Level 3- techniques which use inputs which have a significant effect on the recorded fair value that are not based on observable market data.

The fair value is estimated using the discounted cash flow approach and market rates of interest. The valuation technique involves assumptions and judgments
regarding risk characteristics of the instruments, discount rates, future cash flows and other factors.

Management uses valuation techniques in measuring the fair value of financial instruments, where active market quotes are not available. In applying the
valuation techniques, management makes maximum use of market inputs, and uses estimates and assumptions that are, as far as possible, consistent with
observable data that market participants would use in pricing the instrument. Where applicable data is not observable, management uses its best estimate about
the assumptions that market participants would make. These estimates may vary from the actual prices that would be achieved in an arm’s length transaction at
the reporting date.

Other Estimates

Allowance for Doubtful Accounts

We make estimates of the uncollectability of our accounts receivable based on historical trends and other factors such as ageing and economic trends. Adverse
economic conditions or other factors that might cause deterioration of the financial health of customers could change the timing and levels of payments received
and necessitate a change in estimated losses.

Accounting for Defined Benefit Plans

In accounting for pension and post-retirement benefits, several statistical and other factors that attempt to anticipate future events are used to calculate plan
expenses and liabilities. These factors include expected return on plan assets, discount rate assumptions and rate of future compensation increases. To estimate
these factors, actuarial consultants also use estimates such as withdrawal, turnover, and mortality rates which require significant judgment. The actuarial
assumptions used by us may differ materially from actual results in future periods due to changing market and economic conditions, regulatory events, judicial
rulings, higher or lower withdrawal rates, or longer or shorter participant life spans.
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Results of Operations

The following table sets forth certain financial information as a percentage of revenue and revenue less repair payments:
 
   As a percentage of  

   Revenue   

Revenue less
repair

payments   Revenue   

Revenue less
repair

payments  
   Three months ended December 31,   Nine months ended December 31,  
   2011   2010   2011   2010   2011   2010   2011   2010  
Cost of revenue    70.0%   79.3%   63.9%   66.0%   72.8%   79.7%   66.8%   66.4% 
Gross profit    30.0%   20.7%   36.1%   34.0%   27.2%   20.3%   33.2%   33.6% 
Operating expenses:          

Selling and marketing expenses    5.5%   4.0%   6.6%   6.6%   5.6%   3.8%   6.8%   6.4% 
General and administrative expenses    10.7%   9.2%   12.9%   15.1%   10.6%   9.0%   13.0%   14.9% 
Foreign exchange (gains) loss, net    0.9%   (4.0)%   1.1%   (6.7)%   (0.6)%   (2.4)%   (0.7)%   (3.9)% 
Amortization of intangible assets    6.0%   5.2%   7.2%   8.6%   6.2%   5.2%   7.6%   8.7% 

Operating profit    6.9%   6.3%   8.3%   10.4%   5.4%   4.6%   6.5%   7.6% 
Other (income) expense, net    (0.1)%   (0.2)%   (0.2)%   (0.3)%   (0.1)%   (0.1)%   (0.1)%   (0.2)% 
Finance expense    0.8%   0.8%   1.0%   1.3%   0.9%   2.2%   1.0%   3.7% 
Provision (benefit) for income taxes    2.8%   (0.2)%   3.3%   (0.3)%   2.3%   0.5%   2.8%   0.8% 
Profit    3.5%   5.9%   4.2%   9.7%   2.3%   2.0%   2.8%   3.3% 

The following table reconciles revenue (a GAAP financial measure) to revenue less repair payments (a non-GAAP financial measure) and sets forth payments to
repair centers and revenue less repair payments as a percentage of revenue:
 
   Three months ended December 31,   Nine months ended December 31,  
   2011    2010    2011   2010   2011    2010    2011   2010  
   (US dollars in millions)  
Revenue   $ 117.2    $152.7     100%   100%  $360.8    $456.8     100%   100% 
Less: Payments to repair centers    20.0     60.0     17%   39%   65.6     181.7     18%   40% 
Revenue less repair payments   $ 97.2    $ 92.7     83%   61%  $295.2    $275.1     82%   60% 
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The following table presents our results of operations for the periods indicated:
 
     Three months ended December 31,    Nine months ended December 31,  
     2011    2010    2011    2010  
     (US dollars in millions)  
Revenue     $ 117.2    $ 152.7    $ 360.8    $ 456.8  
Cost of revenue      82.1     121.1     262.7     364.2  

      
 

    
 

    
 

    
 

Gross profit      35.1     31.6     98.1     92.5  
Operating expenses:           

Selling and marketing expenses      6.4     6.1     20.1     17.6  
General and administrative expenses      12.5     14.0     38.4     41.1  
Foreign exchange (gains) loss, net      1.1     (6.2)    (2.1)    (10.8) 
Amortization of intangible assets      7.0     8.0     22.4     23.9  

      
 

    
 

    
 

    
 

Operating profit      8.1     9.6     19.3     20.9  
Other (income) expense, net      (0.2)    (0.3)    (0.3)    (0.6) 
Finance expense      1.0     1.2     3.1     10.3  
Provision (benefit) for income taxes      3.2     (0.2)    8.4     2.1  

      
 

    
 

    
 

    
 

Profit     $ 4.0    $ 9.0    $ 8.1    $ 9.1  
      

 

    

 

    

 

    

 

Notes:
 
(1) Includes share-based compensation expense of $0.2 million and $0.7 million for the three and nine months ended December 31, 2011, respectively, and

$0.2 million and $0.3 million for the three and nine months ended December 31, 2010, respectively.
 
(2) Includes share-based compensation expense of $0.0 million and $0.3 million for the three and nine months ended December 31, 2011, respectively, and

$0.1 million for each of the three and nine months ended December 31, 2010.
 
(3) Includes share-based compensation expense of $0.9 million and $2.6 million for the three and nine months ended December 31, 2011, respectively, and

$0.8 million and $1.3 million for the three and nine months ended December 31, 2010, respectively.

Results for three months ended December 31, 2011 compared to the three months ended December 31, 2010

Revenue

The following table sets forth our revenue and percentage change in revenue for the periods indicated:
 
     Three months ended December 31,            
     2011      2010      Change    % Change  
     (US dollars in millions)  
Revenue     $ 117.2      $ 152.7      $ (35.4)    (23.2)% 

The decrease in revenue of $35.4 million was primarily attributable to a decrease in revenue from existing clients of $38.7 million, partially offset by revenue
from new clients of $3.3 million. The decrease in revenue from existing clients was attributable to our auto claims business on account of changes to certain client
contracts and contracts with repair centers whereby the primary responsibility for providing the services is borne by the repair centers instead of us and the credit
risk that the client may not pay for services is no longer borne by us. As a result of these changes, we no longer account for the amounts received from these
clients for payments to repair centers as revenue, resulting in lower revenue. This change in the accounting has no impact on the corresponding revenue less
repair payments discussed below. For more information, see “— Revenue” above.
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Revenue by Geography

The following table sets forth the composition of our revenue based on the location of our clients in our key geographies for the periods indicated:
 

     Revenue      
As a percentage of

revenue  
     Three months ended December 31,  
     2011      2010      2011   2010  
     (US dollars in millions)  
UK     $ 72.1      $ 93.3       61.5%   61.1% 
North America (primarily the US)      34.9       33.1       29.8%   21.7% 
Europe (excluding the UK)      6.8       24.6       5.8%   16.1% 
Rest of world      3.4       1.7       2.9%   1.1% 

      
 

      
 

      
 

   
 

Total     $ 117.2      $ 152.7       100%   100% 
      

 

      

 

      

 

   

 

The decrease in revenue from the UK and Europe region was primarily attributable to our auto claims business on account of changes to certain client contracts
and contracts with repair centers as discussed above, as a result of which we no longer account for the amounts received from these clients for payments to repair
centers as revenue, resulting in lower revenue.

Revenue Less Repair Payments

The following table sets forth our revenue less repair payment and percentage change in revenue less repair payments for the periods indicated:
 
     Three months ended December 31,              
     2011      2010      Change      % Change  
     (US dollars in millions)  
Revenue less repair payments     $ 97.2      $ 92.7      $ 4.5       4.9% 

The increase in revenue less repair payments of $4.5 million was primarily attributable to revenue less repair payments from new clients of $3.1 million and an
increase of $1.4 million in revenue less repair payments from existing clients . The increase in revenue less repair payments was primarily due to higher volumes
in our travel and leisure, insurance, consulting and professional services, healthcare and diversified verticals.

Revenue Less Repair Payments by Geography

The following table sets forth the composition of our revenue less repair payments based on the location of our clients in our key geographies for the periods
indicated:
 

     Revenue less repair payments      

As a percentage of
revenue less repair

payments  
     Three months ended December 31,  
     2011      2010      2011   2010  
     (US dollars in millions)  
UK     $ 52.1      $ 51.3       53.6%   55.3% 
North America (primarily the US)      34.9       33.1       35.9%   35.7% 
Europe (excluding the UK)      6.8       6.6       7.0%   7.1% 
Rest of world      3.4       1.7       3.5%   1.9% 

      
 

      
 

      
 

   
 

Total     $ 97.2      $ 92.7       100%   100% 
      

 

      

 

      

 

   

 

The increase in revenue less repair payments from the UK region was primarily attributable to higher volumes in our consulting and professional services vertical,
and the increase from the North America (primarily the US) region was primarily attributable to higher volumes in our travel and leisure vertical. The increase in
revenue from rest of world was primarily attributable to higher volumes in our insurance vertical.
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Cost of Revenue

The following table sets forth the composition of our cost of revenue for the periods indicated:
 
     Three months ended December 31,     
Cost of revenue     2011   2010   Change  
     (US dollars in millions)  
Employee costs     $ 38.2   $ 37.9   $ (0.3) 
Repair payments      20.0    60.0    40.0  
Facilities costs      13.2    11.6    (1.6) 
Depreciation      3.9    4.0    0.1  
Legal and professional costs      0.8    1.9    1.1  
Travel costs      1.7    2.1    0.4  
Other costs      4.3    3.6    (0.7) 

      
 

   
 

   
 

Total cost of revenue     $ 82.1   $ 121.1   $ 39.0  
      

 
   

 
   

 

As a percentage of revenue      70.0%   79.3%  

The decrease in repair payments was primarily attributable to our auto claims business on account of changes to certain client contracts and contracts with repair
centers as discussed above, as a result of which we no longer account for the payments made to repair centers for cases referred by these clients as cost of
revenue, which resulted in lower repair payments. The increase in employee costs was due to an increase in salary, the increase in facilities costs was due to new
facilities in Costa Rica, Mumbai, Pune and Chennai and the increase in other costs was due to an increase in headcount and the new facilities. These increases
were partially offset by the impact of a depreciation of the Indian rupee against the US dollar. The decrease in depreciation, legal and professional costs and travel
costs were partially attributable to the depreciation of the Indian rupee against the US dollar.

Gross Profit

The following table sets forth our gross profit for the periods indicated:
 
     Three months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Gross profit     $ 35.1   $ 31.6   $ 3.5  
As a percentage of revenue      30.0%   20.7%  
As a percentage of revenue less repair payments      36.1%   34.0%  

Gross profit is higher due to higher revenue less repair payments as discussed above and a decrease in cost of revenue on account of a depreciation of the Indian
rupee against the US dollar. Gross profit as a percentage of revenue increased primarily due to changes to certain client contracts and contracts with repair centers
as discussed above, as a result of which we no longer account for the amounts received from these clients for payments to repair centers as revenue, resulting in
lower revenue.

Selling and Marketing Expenses

The following table sets forth the composition of our selling and marketing expenses for the periods indicated:
 
     Three months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Employee costs     $ 4.8   $ 4.5   $ (0.3) 
Other costs      1.6    1.7    0.0  

      
 

   
 

   
 

Total selling and marketing expenses     $ 6.4   $ 6.1   $ (0.3) 
      

 
   

 
   

 

As a percentage of revenue      5.5%   4.0%  
As a percentage of revenue less repair payments      6.6%   6.6%  

The increase was primarily the result of the expenses incurred in the expansion of our sales team, client partner program, and branding and marketing initiatives.
We anticipate maintaining a consistent level of such expenses (as a percentage of our revenue less repair payments) in support of our growth strategy.
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General and Administrative Expenses

The following table sets forth the composition of our general and administrative expenses for the periods indicated:
 
     Three months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Employee costs     $ 8.2   $ 7.0   $ (1.2) 
Other costs      4.3    7.0    2.7  

      
 

   
 

   
 

Total general and administrative expenses     $ 12.5   $ 14.0   $ 1.5  
      

 
   

 
   

 

As a percentage of revenue      10.7%   9.2%  
As a percentage of revenue less repair payments      12.9%   15.1%  

The decrease was primarily on account of a depreciation of the Indian rupee against the US dollar, cost optimization in support functions resulting in lower
facilities costs, legal , professional and other costs and better operating leverage. This decrease was partially offset by an increase in employee costs as a result of
higher salary. We anticipate maintaining a consistent level of employee costs and other costs (as a percentage of our revenue less repair payments).

Foreign Exchange Gains, net

The following table sets forth our foreign exchange gains, net for the periods indicated:
 
     Three months ended December 31,      
     2011      2010    Change  
     (US dollars in millions)  
Foreign exchange (gains) loss, net     $ 1.1      $ (6.2)   $ (7.2) 

The foreign exchange losses recorded for the three months ended December 31, 2011 were on account of hedging loss on our rupee-denominated contracts as a
result of a depreciation of the Indian rupee against the US dollar, partially offset by realized and unrealized foreign exchange gains on a revaluation of
intercompany assets and liabilities. The foreign exchange gains recorded for the three months ended December 31, 2010 were on account of hedging gains on our
rupee-denominated contracts as a result of an appreciation of the Indian rupee against the US dollar and the impact of the transition from US GAAP to IFRS with
respect to hedge accounting.

Amortization of Intangible Assets

The following table sets forth our amortization of intangible assets for the periods indicated:
 
     Three months ended December 31,        
     2011      2010      Change  
     (US dollars in millions)  
Amortization of intangible assets     $ 7.0      $ 8.0      $ 0.9  

The decrease was primarily due to the lower amortization charges relating to intangible assets acquired in connection with the acquisition of Flovate in June 2007
and BizAps in June 2008, due to declining balance of intangible assets subject to amortization and a depreciation of the Indian rupee against the US dollar, which
impacts the amortization charges relating to intangible assets acquired in connection with the acquisition of Aviva Global in 2008 following the transfer of
intangible assets from WNS (Mauritius) Limited (held in US dollars) to WNS Global Services Private Limited, or WNS Global (held in Indian rupees), in March
2011.

Operating Profit

The following table sets forth our operating profit for the periods indicated:
 
     Three months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Operating profit     $ 8.1   $ 9.6   $ (1.5) 
As a percentage of revenue      6.9%   6.3%  
As a percentage of revenue less repair payments      8.3%   10.4%  

Operating profit decreased due to a higher foreign exchange loss as discussed above, partially offset by higher revenue less repair payments, and lower general
and administrative cost and lower amortization charges relating to intangible assets.
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Finance Expense

The following table sets forth our finance expense for the periods indicated:
 
     Three months ended December 31,        
     2011      2010      Change  
     (US dollars in millions)  
Finance expense     $ 1.0      $ 1.2      $ 0.2  

The decrease was primarily due to lower interest cost on account of the scheduled payments of principal on our 2010 Term Loan (as defined under “— Liquidity
and Capital Resources”) in January and June 2011, partially offset by an increase in interest paid on our outstanding short term loans.

Other (Income) Expense, Net

The following table sets forth our other income, net for the periods indicated:
 
     Three months ended December 31,      
     2011    2010    Change  
     (US dollars in millions)  
Other (income) expense, net     $ (0.2)   $ (0.3)   $ (0.1) 

Provision for Income Taxes

The following table sets forth our provision for income taxes for the periods indicated:
 
     Three months ended December 31,      
     2011      2010    Change  
     (US dollars in millions)  
Provision (benefit) for income taxes     $ 3.2      $ (0.2)   $ (3.5) 

The increase in income taxes is primarily on account of the expiry of the STPI tax holiday period in India as of April 1, 2011.

Profit

The following table sets forth our profit for the periods indicated:
 
     Three months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Profit     $ 4.0   $ 9.0   $ (4.9) 
As a percentage of revenue      3.5%   5.9%  
As a percentage of revenue less repair payments      4.2%   9.7%  

The decrease in profit was primarily on account of higher foreign exchange loss and provision for income taxes as discussed above, partially offset by higher
revenue less repair payment, and lower general and administrative cost and amortization charges relating to intangible assets.
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Results for nine months ended December 31, 2011 compared to the nine months ended December 31, 2010

Revenue

The following table sets forth our revenue and percentage change in revenue for the periods indicated:
 
     Nine months ended December 31,            
     2011      2010      Change    % Change  
     (US dollars in millions)  
Revenue     $ 360.8      $ 456.8      $ (96.0)   (21.0)% 

The decrease in revenue of $96.0 million was primarily attributable to a decrease in revenue from existing clients of $104.5 million, partially offset by revenue
from new clients of $8.5 million. The decrease in revenue from existing clients was attributable to our auto claims business on account of changes to certain client
contracts and contracts with repair centers as discussed above, as a result of which we no longer account for the amounts received from these clients for payments
to repair centers as revenue, resulting in lower revenue. This change in the accounting has no impact on the corresponding revenue less repair payments discussed
below. For more information, see “— Revenue” above.

Revenue by Geography

The following table sets forth the composition of our revenue based on the location of our clients in our key geographies for the periods indicated:
 
                 As a percentage of  
     Revenue      revenue  
     Nine months ended December 31,  
     2011      2010      2011   2010  
     (US dollars in millions)  
UK     $ 224.3      $ 276.2       62.2%   60.5% 
North America (primarily the US)      108.9       103.0       30.2%   22.5% 
Europe (excluding the UK)      20.0       73.0       5.5%   16.0% 
Rest of world      7.6       4.6       2.1%   1.0% 

      
 

      
 

      
 

   
 

Total     $ 360.8      $ 456.8       100%   100% 
      

 

      

 

      

 

   

 

The decrease in revenue from the UK and Europe region was primarily attributable to our auto claims business on account of changes to certain client contracts
and contracts with repair centers as discussed above, as a result of which we no longer account for the amounts received from these clients as revenue, resulting in
lower revenue. The increase in revenue in North America (primarily the US) was primarily due to higher volumes in our travel and leisure, insurance and
healthcare verticals, and to a lesser extent, an appreciation of the pound sterling against the US dollar, the effects of which were partially offset by lower volumes
in our banking and financial services and our retail and consumer products verticals.

Revenue Less Repair Payments

The following table sets forth our revenue less repair payment and percentage change in revenue less repair payments for the periods indicated:
 
     Nine months ended December 31,              
     2011      2010      Change      % Change  
     (US dollars in million)  
Revenue less repair payments     $ 295.2      $ 275.1      $ 20.1       7.3% 

The increase in revenue less repair payments of $20.1 million was primarily attributable to an increase in revenue less repair payments from existing clients of
$12.0 million and revenue less repair payments from new clients of $8.1 million. The increase in revenue less repair payments was primarily due to higher
volumes in our insurance, travel and leisure, diversified businesses, consulting and professional services and healthcare verticals and, to a lesser extent, an
appreciation of the pound sterling against the US dollar.
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Revenue Less Repair Payments by Geography

The following table sets forth the composition of our revenue less repair payments based on the location of our clients in our key geographies for the periods
indicated:
 
                 As a percentage of  
                 revenue less repair  
     Revenue less repair payments      payments  
     Nine months ended December 31,  
     2011      2010      2011   2010  
     (US dollars in millions)  
UK     $ 158.8      $ 147.6       53.8%   53.7% 
North America (primarily the US)      108.8       103.0       36.9%   37.4% 
Europe (excluding the UK)      20.0       19.9       6.8%   7.2% 
Rest of world      7.6       4.6       2.5%   1.7% 

      
 

      
 

      
 

   
 

Total     $ 295.2      $ 275.1       100%   100% 
      

 

      

 

      

 

   

 

The increase in revenue less repair payments from the UK region was primarily attributable to higher volumes in our diversified businesses, insurance and
consulting and professional services verticals. The increase in revenue in North America (primarily the US) was primarily due to higher volumes in the travel and
leisure, insurance, healthcare verticals partially offset by lower volumes in our banking and financial services and retail and consumer products verticals.

Cost of Revenue

The following table sets forth the composition of our cost of revenue for the periods indicated:
 
     Nine months ended December 31,     
Cost of revenue     2011   2010   Change  
     (US dollars in millions)  
Employee costs     $ 120.8   $ 114.4   $ (6.5) 
Repair payments      65.6    181.7    116.1  
Facilities costs      40.0    34.4    (5.6) 
Depreciation      11.7    12.6    0.9  
Legal and professional costs      5.8    6.5    0.7  
Travel costs      6.8    5.2    (1.6) 
Other costs      12.0    9.4    (2.6) 

      
 

   
 

   
 

Total cost of revenue     $ 262.7   $ 364.2   $ 101.5  
      

 
   

 
   

 

As a percentage of revenue      72.8%   79.7%  

The decrease in repair payments was primarily attributable to our auto claims business on account of changes to certain client contracts and contracts with repair
centers as discussed above, as a result of which we no longer account for the payments made to repair centers for cases referred by these clients as cost of
revenue, which resulted in lower repair payments. The increase in employee costs was due to an increase in salary, the increase in facilities costs was due to new
facilities in Costa Rica, Mumbai, Pune and Chennai and the increase in travel and other costs was due to an increase in headcount and the new facilities. These
increases were partially offset by the impact of a depreciation of the Indian rupee against the US dollar. The decrease in depreciation, and legal and professional
costs were partially attributable to the depreciation of the Indian rupee against the US dollar.

Gross Profit

The following table sets forth our gross profit for the periods indicated:
 
     Nine months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Gross profit     $ 98.1   $ 92.5   $ 5.5  
As a percentage of revenue      27.2%   20.3%  
As a percentage of revenue less repair payments      33.2%   33.6%  

Gross profit is higher due to higher revenue less repair payments as discussed above and a depreciation of the Indian rupee against the US dollar which partially
offset increases in employee costs and facilities costs as discussed above. Gross profit as a percentage of revenue increased primarily due to changes to certain
client contracts and contracts with repair centers as discussed above, as a result of which we no longer account for the amounts received from these clients for
payments to repair centers as revenue, resulting in lower revenue.
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Selling and Marketing Expenses

The following table sets forth the composition of our selling and marketing expenses for the periods indicated:
 
     Nine months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Employee costs     $ 15.0   $ 12.7   $ (2.2) 
Other costs      5.1    4.8    (0.3) 

      
 

   
 

   
 

Total selling and marketing expenses     $ 20.1   $ 17.6   $ (2.5) 
      

 
   

 
   

 

As a percentage of revenue      5.6%   3.8%  
As a percentage of revenue less repair payments      6.8%   6.4%  

The increase was primarily the result of the expenses incurred in the expansion of our sales team, client partner program, and branding and marketing initiatives.
We anticipate maintaining a consistent level of such expenses (as a percentage of our revenue less repair payments) in support of our growth strategy.

General and Administrative Expenses

The following table sets forth the composition of our general and administrative expenses for the periods indicated:
 
     Nine months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Employee costs     $ 27.0   $ 19.8   $ (7.2) 
Other costs      11.4    21.3    9.9  

      
 

   
 

   
 

Total general and administrative expenses     $ 38.4   $ 41.1   $ 2.7  
      

 
   

 
   

 

As a percentage of revenue      10.6%   9.0%  
As a percentage of revenue less repair payments      13.0%   14.9%  

The decrease was primarily on account of a depreciation of the Indian rupee against the US dollar, cost optimization in support functions resulting in lower
facilities costs, legal and professional costs and other costs and better operating leverage. This decrease was partially offset by an increase in employee costs as a
result of higher salary including share based compensation expense of $1.4 million. We anticipate maintaining a consistent level of employee costs and other costs
(as a percentage of our revenue less repair payments).

Foreign Exchange Gains, Net

The following table sets forth our foreign exchange gains, net for the periods indicated:
 
     Nine months ended December 31,      
     2011    2010    Change  
     (US dollars in millions)  
Foreign exchange (gains) loss, net     $ (2.1)   $ (10.8)   $ (8.7) 

The foreign exchange gains recorded for the nine months ended December 31, 2011 were on account of realized and unrealized foreign exchange gains on
revaluation of intercompany assets and liabilities, partially offset by hedging loss on our rupee-denominated contracts as a result of a depreciation of the Indian
rupee against the US dollar. The foreign exchange gains recorded for the nine months ended December 31, 2010 were on account of hedging gains on our rupee-
denominated contracts as a result of an appreciation of the Indian rupee against the US dollar and, to a lesser extent, the impact of the transition from US GAAP
to IFRS with respect to hedge accounting, partially offset by realized and unrealized foreign exchange loss on a revaluation of intercompany assets and liabilities.
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Amortization of Intangible Assets

The following table sets forth our amortization of intangible assets for the periods indicated:
 
     Nine months ended December 31,        
     2011      2010      Change  
     (US dollars in millions)  
Amortization of intangible asset     $ 22.4      $ 23.9      $ 1.5  

The decrease was primarily due to the lower amortization of intangible assets acquired in connection with the acquisition of Flovate in June 2007and BizAps in
June 2008 due to declining balance of intangible assets subject to amortization, and the depreciation of the Indian rupee against the US dollar, which impacts the
amortization charges relating to intangible assets acquired in connection with the acquisition of Aviva Global in 2008 following the transfer of the intangible
assets from WNS (Mauritius) Limited (held in US dollars) to WNS Global Services Private Limited (held in Indian rupees) in March 2011.

Operating Profit

The following table sets forth our operating profit for the periods indicated:
 
     Nine months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Operating profit     $ 19.3   $ 20.9   $ (1.5) 
As a percentage of revenue      5.4%   4.6%  
As a percentage of revenue less repair payments      6.5%   7.6%  

Operating profit is lower due to lower foreign exchange gains and higher selling and marketing expenses, partially offset by higher gross profit as discussed above
and lower general and administrative expenses and amortization of intangible assets.

Finance Expense

The following table sets forth our finance expense for the periods indicated:
 
     Nine months ended December 31,        
     2011      2010      Change  
     (US dollars in millions)  
Finance expense     $ 3.1      $ 10.3      $ 7.2  

The decrease was primarily due to lower interest cost on account of scheduled repayment of principal on our 2010 Term Loan (as defined under “— Liquidity and
Capital Resources”) in January and June 2011 and a one-time cost impact of $5.1 million due to an interest rate swap unwinding charge as a result of our term
loan restructuring in the nine months period ended December 31, 2010.

Other (Income) Expense, Net

The following table sets forth our other income, net for the periods indicated:
 
     Nine months ended December 31,      
     2011    2010    Change  
     (US dollars in millions)  
Other income, net     $ (0.3)   $ (0.6)   $ (0.3) 

Provision for Income Taxes

The following table sets forth our provision for income taxes for the periods indicated:
 
     Nine months ended December 31,        
     2011      2010      Change  
     (US dollars in millions)  
Provision for income taxes     $ 8.4      $ 2.1      $ (6.3) 

The increase in income tax is primarily on account of the expiry of the STPI tax holiday period in India as of April 1, 2011.
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Profit

The following table sets forth our profit for the periods indicated:
 
     Nine months ended December 31,     
     2011   2010   Change  
     (US dollars in millions)  
Profit     $ 8.1   $ 9.1   $ (1.0) 
As a percentage of revenue      2.3%   2.0%  
As a percentage of revenue less repair payments      2.8%   3.3%  

The decrease in profit was primarily on account of higher employee costs, lower foreign exchange gains and higher provision for income taxes as discussed above
partially offset by higher revenue less repair payments, cost savings from management initiatives and a one-time cost impact of $5.1 million due to an interest rate
swap unwinding charge in the nine month ended December 31, 2010.

Liquidity and Capital Resources

Our capital requirements are principally for debt repayment, the establishment of operating facilities to support our growth and acquisitions. Our sources of
liquidity include cash and cash equivalents and cash flow from operations, supplemented by equity and debt financing and bank credit lines as required.

As at December 31, 2011, we had cash and cash equivalents of $23.3 million. We typically seek to invest our available cash on hand in bank deposits, and money
market instruments. Our investment in marketable securities, consisting of liquid mutual funds, was $11.4 million as at December 31, 2011.

In our WNS Auto Claims BPO segment, certain client contracts entered into in the last two years provide for a longer credit period in the payment terms extended
to the client than the credit period extended to us by third party repair centers. Accordingly, under such contracts, we have to pay third party repair centers in
advance of receipt of payments from the clients. This has increased our working capital requirements to fund our payments to the third party repair centers prior
to receipt of payments from our clients. In June 2010, WNS Global Services (UK) Limited, or WNS UK, took a line of credit for £19.8 million from HSBC Bank
plc, as described below, to partially fund our increased working capital requirements in the UK. Our contract with a large client (by revenue contribution), which
initially provided for a credit period of 180 days and has since December 2010 been amended to provide for a credit period of 100 days, has been the primary
reason for the increase in our working capital requirements over the last two years. This client has given us notice to terminate the contract with effect from April
2012. We expect our working capital requirements will likely be reduced following the termination of this contract.

As at December 31, 2011, our Indian subsidiary, WNS Global Services Private Limited or WNS Global, had unsecured lines of credit of  960.0 million
($18.1 million based on the exchange rate on December 31, 2011) from The Hongkong and Shanghai Banking Corporation Limited, $15.0 million from BNP
Paribas and  480.0 million ($9.1 million based on the exchange rate on December 31, 2011) from Citibank N.A., interest on which would be determined on the
date of the borrowing. These lines of credit generally can be withdrawn by the relevant lender at any time. As at December 31, 2011, (1)(i)   566.7 million
($10.7 million based on the exchange rate on December 31, 2011) was utilized for working capital requirements, (ii)  11.5 million ($0.2 million based on the
exchange rate on December 31, 2011) was utilized for obtaining bank guarantees, and (iii)   13.5 million ($0.3 million based on the exchange rate on
December 31, 2011) was utilized for obtaining letters of credit, each from the line of credit available with The Hongkong and Shanghai Banking Corporation
Limited, (2) $14.4 million was utilized for working capital requirements from the line of credit available with BNP Paribas and (3) $9.1 million was utilized for
working capital requirements from the line of credit available with Citibank N.A.

In July 2008, we obtained a $200 million term loan facility to fund, together with existing cash and cash equivalents, the Aviva transaction. Interest on the term
loan was payable on a quarterly basis. Interest on the term loan was initially agreed at a rate equivalent to the three-month US dollar LIBOR plus 3% per annum.
Effective January 10, 2009, the interest rate was increased by 0.5% per annum. In connection with the term loan, we entered into an interest rate swap with banks
covering the outstanding amount under the facility to swap the variable portion of the interest based on US dollar LIBOR to a fixed average rate. The outstanding
balance of the term loan following prepayments and scheduled repayments made on the term loan as at July 12, 2010 was $115 million.

On July 12, 2010, the balance of $115 million was prepaid with cash on hand and proceeds from a term loan facility for $94 million obtained pursuant to a facility
agreement dated July 2, 2010 between WNS (Mauritius) Limited, as borrower, and The Hongkong and Shanghai Banking Corporation Limited, Hong Kong, DBS
Bank Limited, Singapore and BNP Paribas, Singapore, or the 2010 Term Loan. This 2010 Term Loan has been financed equally by all the three lenders and bears
interest at a rate equivalent to three-month US dollar LIBOR plus a margin of 2% per annum. On January 10, 2011, July 11, 2011 and January 10, 2012, we made
scheduled payments of principal of $20 million, $20 million and $30 million, respectively. Following the installment repayments, the amount outstanding under
the facility is $24 million. The final installment of $24 million is repayable on July 10, 2012. Repayment under the facility is guaranteed by WNS (Holdings)
Limited, WNS UK, WNS Capital Investments Limited, WNS Customer Solutions (Singapore) Private Limited, WNS North America Inc., AHA and WNS Global
Services Netherlands Cooperative U.A., and secured by pledges of shares of WNS (Mauritius) Limited, WNS Capital Investments Limited and WNS Customer
Solutions (Singapore) Private Limited, charges over the bank accounts of WNS (Mauritius) Limited, WNS Capital Investments Limited and WNS Customer
Solutions (Singapore) Private
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Limited, a charge over receivables of WNS Capital Investment Limited from Aviva held in escrow, an assignment by WNS (Mauritius) Limited to the lenders of
the 2010 Term Loan of its put option to sell its shares of WNS Capital Investment Limited to WNS Global Services Private Limited, pursuant to which the
lenders may, in the event of a default under the loan, compel WNS (Mauritius) Limited to exercise its put option and apply the proceeds from the sale of its shares
of WNS Capital Investment Limited to WNS Global Services Private Limited towards repayment of the loan, and a fixed and floating charge over the assets of
WNS UK, or the 2010 Term Loan Charge, which ranks pari passu with the UK Loan Charge (as defined below). The facility agreement contains certain
covenants, including restrictive covenants relating to our indebtedness, total borrowings to tangible net worth ratio, total borrowings to EBITDA ratio and a
minimum interest coverage ratio, each as defined in the facility agreement, and undertakings by each of WNS (Mauritius) Limited and WNS Customer Solutions
(Singapore) Private Limited not to sell, transfer or otherwise dispose of their respective shares of WNS Global Services Private Limited.

WNS UK entered into a facility agreement dated June 30, 2010 with HSBC Bank plc for a secured line of credit for the £19.8 million ($30.6 million based on the
exchange rate on December 31, 2011), consisting of a £9.9 million ($15.3 million based on the exchange rate on December 31, 2011) two year term loan facility
and a £9.9 million ($15.3 million based on the exchange rate on December 31, 2011) working capital facility which has been renewed on June 30, 2011. The term
loan bears interest at Bank of England base rate plus a margin of 1.95% per annum and is repayable at maturity on July 7, 2012. The working capital facility bears
interest at Bank of England base rate plus a margin of 2.45% per annum and is repayable on July 1, 2012. Repayment under the two year term loan facility is
guaranteed by WNS (Holdings) Limited, WNS (Mauritius) Limited and WNS Capital Investment Limited, WNS UK and AHA, and secured by pledges of shares
of WNS (Mauritius) Limited and WNS Capital Investment Limited, a charge over receivables of WNS Capital Investments Limited from Aviva held in escrow, a
fixed and floating charge over the assets of AHA and a fixed and floating charge over the assets of WNS UK, or the UK Loan Charge, which ranks pari passu
with the 2010 Term Loan Charge. Repayment under the working capital facility is guaranteed by WNS (Holdings) Limited for up to $15 million and also
guaranteed by WNS UK and AHA, and secured by a fixed and floating charge over the assets of AHA and the UK Loan Charge, which ranks pari passu with the
2010 Term Loan Charge. The facility agreement contains certain covenants, including restrictive covenants relating to on our indebtedness, total borrowings to
tangible net worth ratio and total borrowings to EBITDA ratio, as well as a minimum interest coverage ratio and a minimum current ratio, each as defined in the
facility agreement. In addition, the working capital facility is subject to conditions to drawdown, and can be withdrawn by the lender at any time by notice to the
borrower. As at December 31, 2011, £9.9 million ($15.3 million based on the exchange rate on December 31, 2011) was outstanding under the term loan facility
and there was no amount outstanding under the working capital facility.

WNS Global Services Philippines Inc. has established a $3.2 million line of credit pursuant to a facility agreement dated September 8, 2010 with The Hongkong
and Shanghai Banking Corporation Limited. This facility consists of a three year term loan facility, repayable in three equal installments on September 28,
2012, March 28, 2013 and September 27, 2013. The loan bears interest at the three-month US dollar LIBOR plus a margin of 3% per annum. This facility is
secured by, among other things, a guarantee provided by us and an assignment on a with recourse basis of all rights, titles and interests in and to receivables due
to WNS Global Services Philippines Inc. from WNS North America Inc. and WNS UK. The facility agreement contains certain restrictive covenants on our
indebtedness, total borrowings to tangible net worth ratio and total borrowings to EBITDA ratio, as well as a minimum interest coverage ratio, each as defined in
the facility agreement. As at December 31, 2011, the amount outstanding under the facility was $3.2 million

We expect that our anticipated cash generated from operating activities, cash and cash equivalents on hand, and available lines of credit will be sufficient to meet
our debt repayment obligations and working capital needs for the next 12 months. However, if our lines of credit were to become unavailable for any reason, we
would require additional financing to meet our debt repayment obligations and working capital needs. Moreover, we expect to require financing to fund our
expansion plans, including to fund our capital expenditures in fiscal 2013. We currently expect that our level of capital expenditures in fiscal 2013 to be
approximately in line with that budgeted for fiscal 2012. Further, under the current extremely volatile conditions as discussed under “— Global Market and
Economic Conditions” above, there can be no assurance that our business activity would be maintained at the expected level to generate the anticipated cash
flows from operations. If the current market conditions persist or further deteriorate, we may experience a decrease in demand for our services, resulting in our
cash flows from operations being lower than anticipated. If our cash flows from operations are lower than anticipated, including as a result of the ongoing
downturn in the market conditions or otherwise, we may need to obtain additional financing to meet some of our existing debt repayment obligations and pursue
certain of our expansion plans. Further, we may in the future consider making acquisitions. If we have significant growth through acquisitions or require
additional operating facilities beyond those currently planned to service new client contracts, we may also need to obtain additional financing. We believe in
maintaining maximum flexibility when it comes to financing our business. We regularly evaluate our current and future financing needs. Depending on market
conditions, we may access the capital markets to strengthen our capital position, and provide us with additional liquidity for general corporate purposes, which
may include capital expenditures acquisitions, refinancing of indebtedness and working capital. If current market conditions continue to persist or deteriorate
further, we may not be able to obtain additional financing or any such additional financing may be available to us on unfavorable terms. An inability to pursue
additional opportunities will have a material adverse effect on our ability to maintain our desired level of revenue growth in future periods.
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The following table shows our cash flows for the nine months ended December 31, 2011 and 2010:
 
     Nine months ended December 31,  
     2011    2010  
     (US dollars in millions)  
Net cash provided by operating activities     $ 40.9    $ 21.2  
Net cash used in investing activities     $ (32.6)   $ (10.7) 
Net cash provided (used in) by financing activities     $ 0.5    $ (14.8) 

Cash Flows from Operating Activities

Net cash provided by operating activities increased to $40.9 million for the nine months ended December 31, 2011 from $21.2 million for the nine months ended
December 31, 2010. The increase in net cash provided by operating activities for the nine months ended December 31, 2011 as compared to the nine months
ended December 31, 2010 was attributable to an increase in profit as adjusted by non-cash related items by $9.3 million and a reduction in interest paid by $2.8
million, partially offset by an increase in income taxes paid by $1.2 million and a reduction in interest received by $0.1 million.

Cash from working capital changes increased by $8.9 million during the nine months ended December 31, 2011 as compared to nine months ended December 31,
2010, primarily due to (i) an increase in cash inflow from accounts receivable of $29.1 million primarily as a result of a decrease in the credit period of the
payment terms extended to a large client in our WNS Auto Claims BPO segment, and (ii) a decrease in cash outflow towards settlement of other current liabilities
by $21.4 million primarily as a result of a decrease in value-added tax payment liability and derivative contract liability settlement, partially offset by an increase
in cash outflow by (i)
$18.0 million in accounts payable primarily as a result of an increase in outflow towards accounts payable in our WNS Auto Claims BPO segment, (ii) $16.1
million in other current assets primarily as a result of an increase in funds held for clients, a reduction in cash received upon settlement of derivative financial
instruments on maturity and an advance given to a client and (iii) $7.4 million in deferred revenue primarily as a result of a decrease in an advance received from
a client.

The increase in profit as adjusted for non-cash related items by $9.3 million was primarily on account of (i) an increase in income tax expense by $8.8 million,
(ii) an increase in unrealized loss on derivative instruments by $7.7 million, (iii) an increase in share-based compensation expense by $1.9 million, and (iv) an
increase deferred rent expense by $0.2 million. This increase was partially offset by (i) a decrease in depreciation and amortization expenses by $2.8 million,
(ii) an increase in deferred tax credit by $2.5 million, (iii) a decrease in interest expense by $1.4 million, (iv) a decrease of $1.0 million in profit, (v) a decrease in
excess tax benefit on share based options exercised by $0.6 million, (vi) a decrease in amortization charge of deferred financing cost of $0.5 million, and (vii) a
decrease in allowance for doubtful debts by $0.5 million.

Cash Flows from Investing Activities

Net cash used in investing activities increased to $32.6 million for the nine months ended December 31, 2011 from $10.7 million for the nine months ended
December 31, 2010. Investing activities comprised the following: (i) the capital expenditures incurred for leasehold improvements, purchase of computers,
furniture, fixtures and other office equipment associated with expanding the capacity of our delivery centers in the nine months ended December 31, 2011 was
$17.7 million, which was higher by $7.2 million as compared to the nine months ended December 31, 2010, (ii) the amount invested in marketable securities was
$12.9 million for the nine months ended December 31, 2011, (iii) the payment of $2.2 million to ACS for the acquisition of the balance 35% stake in WNS
Philippines Inc. in the nine months ended December 31, 2011, as compared to the payment made towards earnout consideration of $0.5 million during the nine
months ended December 31, 2010 in connection with the acquisition of Biz Aps in June 2008, and (iv) the payment made towards the purchase of software
(classified as intangibles) of $0.2 million for the nine months ended December 31, 2010.

Cash Flows from Financing Activities

Net cash provided in financing activities was $0.5 million for the nine months ended December 31, 2011, as compared to net cash used in financing activities of
$14.8 million for the nine months ended December 31, 2010. Financing activities in the nine months ended December 31, 2011 was primarily on account of
(i) short term loans amounting to $34.1 million taken by WNS Global, partially offset by a repayment of $5.0 million of a short term loan by WNS Global, a
repayment of $8.9 million of a short term loan by WNS UK, and a repayment of $0.7 million of a loan from ACS, (ii) a decrease in payment made towards debt
issuance cost by WNS (Mauritius) Limited by $1.0 million for the nine months ended December 31, 2011 as compared to the nine months ended December 31,
2010, (iii) a decrease in proceeds from the issuance of shares from the exercise of share options by $0.6 million for the nine months ended December 31, 2011 as
compared to the nine months ended December 31, 2010, (iv) long term debt taken by WNS UK for $14.9 million, by WNS (Mauritius) Limited for $46.8 million
and by WNS Global Services Philippines, Inc. for $3.2 million during the nine months ended December 31, 2010 and (v) a loan repayment of $20.0 million
during the nine months ended December 31, 2011 as compared to a repayment of $87.8 million during the nine months ended December 31, 2010 by WNS
(Mauritius) Limited.
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Contingencies

Tax Assessment Orders

Transfer pricing regulations to which we are subject require that any international transaction among WNS and its subsidiaries, or the WNS group enterprises, be
on arm’s-length terms. We believe that the international transactions among the WNS group enterprises are on arm’s-length terms. If, however, the applicable tax
authorities determine that the transactions among the WNS group enterprises do not meet arms’ length criteria, we may incur increased tax liability, including
accrued interest and penalties. This would cause our tax expense to increase, possibly materially, thereby reducing our profitability and cash flows. The applicable
tax authorities may also disallow deductions or tax holiday benefits claimed by us and assess additional taxable income on us in connection with their review of
our tax returns.

From time to time, we receive orders of assessment from the Indian tax authorities assessing additional taxable income on us and/or our subsidiaries in connection
with their review of our tax returns. We currently have orders of assessment for fiscal 2003 through fiscal 2009 pending before the first level tax appellate
authorities. These orders assess additional taxable income that could in the aggregate give to rise to an estimated  2,194.3 million ($41.4 million based on the
exchange rate on December 31, 2011) in additional taxes, including interest of  764.8 million ($14.4 million based on the exchange rate on December 31, 2011).

The following sets forth the details of these orders of assessment:
 

Entity     Tax Year(s)  
Amount Demanded
(Including Interest)   Interest on Amount Demanded 

       (  and US dollars in millions)  
WNS Global, WNS Customer Solutions (Private) Limited, or WNS Customer Solutions, and

Noida Customer Operations Private Limited, or Noida     Fiscal 2003      180.2    $ (3.4)       60.0    $ (1.1)  
WNS Global, WNS Customer Solutions and Noida

    Fiscal 2004        12.5    $ (0.2)         3.1    $ (0.1)  
WNS Global, WNS Customer Solutions and Noida

    Fiscal 2005        27.4    $ (0.5)         8.6    $ (0.2)  
WNS Global, WNS Customer Solutions and Noida

    Fiscal 2006      539.9    $ (10.2)     188.9    $ (3.6)  
WNS Business Consulting Services Private Limited, or WNS BCS and permanent

establishment of WNS North America Inc. and WNS UK in India     Fiscal 2006      140.1    $ (2.6)       51.4    $ (1.0)  
WNS Global, WNS Customer Solutions and Noida

    Fiscal 2007        98.7    $ (1.9)       31.9    $ (0.6)  
WNS BCS and permanent establishment of WNS North America Inc. and WNS UK in India

    Fiscal 2007      337.5    $ (6.4)     106.0    $ (1.8)  
WNS Global, WNS Customer Solutions and Noida

    Fiscal 2008      763.3    $ (14.4)     287.9    $ (5.4)  
WNS BCS and permanent establishment of WNS North America Inc. and WNS UK in India

    Fiscal 2008        79.6    $ (1.5)       25.0    $ (0.5)  
WNS BCS and permanent establishment of WNS North America Inc. and WNS UK in India

    Fiscal 2009        15.1    $ (0.3)         2.0    $ (0.1)  
        

 
    

 
   

 
    

 

Total
      2,194.3    $ (41.4)     764.8    $ (14.4)  

 
 
Note:
 
(1) Based on the exchange rate on December 31, 2011.

The aforementioned orders of assessment allege that the transfer prices we applied to certain of the international transactions between WNS Global, one of our
Indian subsidiaries, and our other wholly-owned subsidiaries named above were not on arm’s length terms, disallow a tax holiday benefit claimed by us and
disallow certain expenses claimed as tax deductible by WNS Global.

In addition, we currently have orders of assessment pertaining to similar issues that have been decided in our favor by first level appellate authorities, vacating tax
demands of  1,928.8 million ($36.4 million based on the exchange rate on December 31, 2011) in additional taxes, including interest of interest of 
584.0 million ($11.0 million based on the exchange rate on December 31, 2011). The income tax authorities have filed appeals against these orders.

As of December 31, 2011, we have provided a tax reserve of  475.1 million ($8.9 million based on the exchange rate on December 31, 2011) on account of the
Indian tax authorities’ denying the set off of brought forward business losses and unabsorbed depreciation.

In case of disputes, the Indian tax authorities may require us to deposit with them all or a portion of the disputed amounts pending resolution of the matters on
appeal. Any amount paid by us as deposits will be refunded to us with interest if we succeed in our appeals. We have deposited a small portion of the disputed
amount with the tax authorities and may be required to deposit the remaining portion of the disputed amount with the tax authorities pending final resolution of
the respective matters.
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After consultation with our Indian tax advisors and based on the facts of these cases, the nature of the tax authorities’ disallowances and the orders from first level
appellate authorities deciding similar issues in our favor in respect of assessment orders for earlier fiscal years, we believe these orders are unlikely to be
sustained at the higher appellate authorities and we intend to vigorously dispute the orders of assessment.

In March 2009, we also received an assessment order from the Indian Service Tax Authority demanding payment of  346.2 million ($6.5 million based on the
exchange rate on December 31, 2011) of service tax and related penalty for the period from March 1, 2003 to January 31, 2005. The assessment order alleges that
service tax is payable in India on BPO services provided by WNS Global to clients based abroad as the export proceeds are repatriated outside India by WNS
Global. In April 2009, we filed an appeal to the appellate tribunal against the assessment order and the appeal is currently pending. After consultation with our
Indian tax advisors, we believe this order of assessment is more likely than not to be upheld in our favor. We intend to continue to vigorously dispute the
assessment.

No assurance can be given, however, that we will prevail in our tax disputes. If we do not prevail, payment of additional taxes, interest and penalties may
adversely affect our results of operations, financial condition and cash flows. There can also be no assurance that we will not receive similar or additional orders
of assessment in the future.

Legal Proceedings

Subsequent to the authorization of our unaudited condensed interim consolidated financial statements included in this report by our Board of Directors, we
received a complaint filed by ExlService Holdings, Inc., or the Plaintiff, against one of our employees who used to work for the Plaintiff, or the Employee
Defendant, and us, alleging (as against us) that our employment of the Employee Defendant, among others, amounts to a misappropriation of the Plaintiff’s
confidential and proprietary information, engaging in unfair competition against the Plaintiff and tortuous interference with the duties owed to the Plaintiff by the
Employee Defendant and the Plaintiff’s contractual and business relationships. The Plaintiff is seeking injunction against the continuation of the alleged conduct
and monetary damages in an amount which they have stated is presently unascertainable. We are currently evaluating the merits of the complaint and intend to
respond to the complaint in due course.

Quantitative and Qualitative Disclosures about Market Risk

General

Market risk is attributable to all market sensitive financial instruments including foreign currency receivables and payables. The value of a financial instrument
may change as a result of changes in the interest rates, foreign currency exchange rates, commodity prices, equity prices and other market changes that affect
market risk sensitive instruments.

Our exposure to market risk is primarily a function of our revenue generating activities and any future borrowings in foreign currency. The objective of market
risk management is to avoid excessive exposure of our earnings to loss. Most of our exposure to market risk arises from our revenue and expenses that are
denominated in different currencies.

The following risk management discussion and the estimated amounts generated from analytical techniques are forward-looking statements of market risk
assuming certain market conditions occur. Our actual results in the future may differ materially from these projected results due to actual developments in the
global financial markets.

Risk Management Procedures

We manage market risk through our treasury operations. Our senior management and our board of directors approve our treasury operations’ objectives and
policies. The activities of our treasury operations include management of cash resources, implementation of hedging strategies for foreign currency exposures,
implementation of borrowing strategies and monitoring compliance with market risk limits and policies. Our foreign exchange committee, comprising the
Chairman of the Board, our Group Chief Executive Officer and our Group Chief Financial Officer, is the approving authority for all our hedging transactions.
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Components of Market Risk

Exchange Rate Risk

Our exposure to market risk arises principally from exchange rate risk. Although substantially all of our revenue less repair payments is denominated in pound
sterling and US dollars, a significant portion of our expenses for the nine months ended December 31, 2011 (net of payments to repair centers made as part of our
WNS Auto Claims BPO segment) were incurred and paid in Indian rupees. The exchange rates among the Indian rupee, the pound sterling and the US dollar have
changed substantially in recent years and may fluctuate substantially in the future. We hedge a portion of our foreign currency exposures.

Our exchange rate risk primarily arises from our foreign currency-denominated receivables. Based upon our level of operations for the nine months ended
December 31, 2011, a sensitivity analysis shows that a 10.0% appreciation in the pound sterling against the US dollar would have increased revenue for the nine
months ended December 31, 2011 by approximately $26.9 million and would have increased revenue less repair payments for the nine months ended
December 31, 2011 by approximately $20.3 million. Similarly, a 10.0% appreciation or depreciation in the Indian rupee against the US dollar would have
increased or decreased, respectively, expenses incurred and paid in Indian rupee for the nine months ended December 31, 2011 by approximately $18.1 million.

To protect against exchange gains (losses) on forecasted inter-company revenue, we have instituted a foreign currency cash flow hedging program. We hedge a
part of our forecasted external and inter-company revenue denominated in foreign currencies with forward and option contracts.

Interest Rate Risk

Our exposure to interest rate risk arises principally from our borrowings which has a floating rate of interest, a portion of which is linked to US dollar LIBOR and
the balance of which is linked to the Bank of England base rate. The costs of floating rate borrowings may be affected by the fluctuations in interest rates. In
connection with the term loan facility entered into in 2008, which we refinanced in 2010, we entered into interest rate swap agreements with banks in fiscal 2009.
These swap agreements effectively converted the term loan from a variable US dollar LIBOR interest rate to a fixed rate, thereby managing our exposure to
changes in market interest rates under the term loan. The outstanding swap agreements as of December 31, 2011 aggregated $54 million. Following the scheduled
repayment installment of $30 million made under the term loan facility on January 10, 2012, the amount outstanding under the swap agreements aggregated $24
million.

We monitor our positions and do not anticipate non-performance by the counterparties. We intend to selectively use interest rate swaps, options and other
derivative instruments to manage our exposure to interest rate movements. These exposures will be reviewed by appropriate levels of management on a periodic
basis. We do not enter into hedging agreements for speculative purposes.
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Part III — RISK FACTORS

This report contains forward-looking statements that involve risks and uncertainties. Our actual results could differ materially from those anticipated in these
forward-looking statements as a result of a number of factors, including those described in the following risk factors and elsewhere in this report. If any of the
following risks actually occur, our business, financial condition and results of operations could suffer and the trading price of our ADSs could decline.

For material changes to the risk factors included in the section entitled “Part III – Risk Factors” in our report on Form 6-K containing our unaudited condensed
consolidated financial statements as of September 30, 2011 and for the three and six months ended September 30, 2011 and 2010 furnished to the SEC on
October 19, 2011, please see the following risk factors:
 

 
•  “We may face difficulties as we expand our operations to establish delivery centers in onshore locations in the US and offshore in countries in which

we have no prior operating experience”;
 

 
•  “Recent concerns over increases in car insurance premiums have led the UK competition authority to investigate referral fees, such as those paid to

claims management companies and insurance companies, which could have a material adverse effect on our auto claims business”;
 
 •  “If our pricing structures do not accurately anticipate the cost and complexity of performing our work, our profitability may be negatively affected”;
 
 •  “Our profitability will suffer if we are not able to maintain our pricing and asset utilization levels and control our costs”;
 

 
•  “A substantial portion of our assets and operations are located in India and we are subject to regulatory, economic, social and political uncertainties

in India”;
 
 •  “New tax legislation and the results of actions by taxing authorities may have an adverse effect on our operations and our overall tax rate”; and
 
 •  “We may be required to pay additional taxes in connection with audits by the Indian tax authorities.”

Risks Related to Our Business

The global economic conditions have been challenging and have had, and may continue to have, an adverse effect on the financial markets and the economy
in general, which has had, and may continue to have, a material adverse effect on our business, our financial performance and the prices of our equity
shares and ADSs.

During the past several years, global economic conditions have been challenging as certain adverse financial developments have caused a significant slowdown in
the growth of the European, US and international financial markets, accompanied by a significant reduction in consumer and business spending worldwide. These
adverse financial developments have included increased market volatility, tightening of liquidity in credit markets and diminished expectations for the global
economy. While the world economy has grown since 2010, the recent speculation regarding the inability of certain European countries to pay their national debts,
the response by Eurozone policy makers to mitigate this sovereign debt crisis and the concerns regarding the stability of the Eurozone currency have created
additional uncertainty in the European and global economies. Further, there continue to be signs of economic weakness such as relatively high levels of
unemployment in major markets including Europe and the United States.

These economic conditions may affect our business in a number of ways. The general level of economic activity, such as decreases in business and consumer
spending, could result in a decrease in demand for our services, thus reducing our revenue. The cost and availability of credit has been and may continue to be
adversely affected by illiquid credit markets and wider credit spreads. Continued turbulence in the European, US and international financial markets and
economies may adversely affect our liquidity and financial condition, and the liquidity and financial condition of our customers. If these market conditions
continue or worsen, they may limit our ability to access financing or increase our cost of financing to meet liquidity needs, and affect the ability of our customers
to use credit to purchase our services or to make timely payments to us, resulting in adverse effects on our financial condition and results of operations.

Furthermore, a weakening of the rate of exchange for the US dollar or the pound sterling (in which our revenue is principally denominated) against the Indian
rupee (in which a significant portion of our costs are denominated) also adversely affects our results. Fluctuations between the pound sterling or the Indian rupee
and the US dollar also expose us to translation risk when transactions denominated in pound sterling or Indian rupees are translated to US dollars, our reporting
currency. For example, the average pound sterling/US dollar exchange rate for fiscal 2011, 2010 and 2009 depreciated 2.6%, 7.2% and 14.3%, respectively, as
compared to the average exchange rate for fiscal 2010, 2009 and 2008, respectively, which adversely impacted our results of operations.

Uncertainty about current global economic conditions could also continue to increase the volatility of our share price. We cannot predict the timing or duration of
an economic slowdown or the timing or strength of a subsequent economic recovery generally or in our targeted industries, including the travel and insurance
industry. If macroeconomic conditions worsen or the current global economic condition continues for a prolonged period of time, we are not able to predict the
impact such worsening conditions will have on our targeted industries in general, and our results of operations specifically.
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A few major clients account for a significant portion of our revenue and any loss of business from these clients could reduce our revenue and significantly
harm our business.

We have derived and believe that we will continue to derive in the near term a significant portion of our revenue from a limited number of large clients. In fiscal
2011 and 2010, our five largest clients accounted for 54.3% and 53.0% of our revenue and 41.1% and 45.1% of our revenue less repair payments, respectively. In
fiscal 2011, our three largest clients individually accounted for 16.4%, 13.2% and 12.2%, respectively, of our revenue as compared to 15.5%, 13.4% and 12.6%,
respectively, in fiscal 2010. In fiscal 2011, our largest client, Aviva, individually accounted for 20.4% of our revenue less repair payments compared to 23.1% in
fiscal 2010.

First Magnus Financial Corporation, or FMFC, a US mortgage lender, was one of our major clients from November 2005 to August 2007. FMFC was a major
client of Trinity Partners which we acquired in November 2005 from the First Magnus Group. In August 2007, FMFC filed a voluntary petition for relief under
Chapter 11 of the US Bankruptcy Code. In fiscal 2007, FMFC accounted for 4.3% of our revenue and 6.8% of our revenue less repair payments. The loss of
revenue from FMFC materially reduced our revenue in fiscal 2008.

Our prior contracts with another major client, Aviva International Holdings Limited, or Aviva, provided Aviva Global, which was Aviva’s business process
offshoring subsidiary, options to require us to transfer the relevant projects and operations of our facilities at Sri Lanka and Pune, India to Aviva Global. On
January 1, 2007, Aviva Global exercised its call option requiring us to transfer the Sri Lanka facility to Aviva Global effective July 2, 2007. Effective July 2,
2007, we transferred the Sri Lanka facility to Aviva Global and we lost the revenue generated by the Sri Lanka facility. For the period from April 1, 2007 through
July 2, 2007, the Sri Lanka facility contributed $2.0 million of revenue and in fiscal 2007, it accounted for 1.9% of our revenue and 3.0% of our revenue less
repair payments. We may, in the future, enter into contracts with other clients with similar call options that may result in the loss of revenue that may have a
material impact on our business, results of operations, financial condition and cash flows, particularly during the quarter in which the option takes effect.

We have, through our acquisition of Aviva Global in July 2008, resumed control of the Sri Lanka facility and we have continued to retain ownership of the Pune
facility. Revenue from Aviva under the Aviva master services agreement accounts for a significant portion of our revenue and we expect our dependence on Aviva
to continue for the foreseeable future. The Aviva master services agreement provides for a committed amount of volume. However, notwithstanding the minimum
volume commitment, there are also termination at will provisions which permit Aviva to terminate the agreement without cause with 180 days’ notice upon
payment of a termination fee. These termination provisions dilute the impact of the minimum volume commitment.

In addition, the volume of work performed for specific clients is likely to vary from year to year, particularly since we may not be the exclusive outside service
provider for our clients. Thus, a major client in one year may not provide the same level of revenue in any subsequent year. The loss of some or all of the business
of any large client could have a material adverse effect on our business, results of operations, financial condition and cash flows. A number of factors other than
our performance could cause the loss of or reduction in business or revenue from a client, and these factors are not predictable.

For example, a client may demand price reductions, change its outsourcing strategy or move work in-house. A client may also be acquired by a company with a
different outsourcing strategy that intends to switch to another business process outsourcing service provider or return work in-house.

Our revenue is highly dependent on clients concentrated in a few industries, as well as clients located primarily in Europe and the United States. Economic
slowdowns or factors that affect these industries or the economic environment in Europe or the United States could reduce our revenue and seriously harm
our business.

A substantial portion of our clients are concentrated in the banking, financial services and insurance, or BFSI, industry, and the travel and leisure industry. In
fiscal 2011 and 2010, 66.5% and 65.4% of our revenue, respectively, and 44.2% and 48.4% of our revenue less repair payments, respectively, were derived from
clients in the BFSI industry. During the same periods, clients in the travel and leisure industry contributed 13.8% and 16.3% of our revenue, respectively, and
23.0% and 24.3% of our revenue less repair payments, respectively. Our business and growth largely depend on continued demand for our services from clients in
these industries and other industries that we may target in the future, as well as on trends in these industries to outsource business processes. During the past
several years, certain adverse financial developments have caused a significant slowdown in the growth of the European, United States and international financial
markets, accompanied by a significant reduction in consumer and business spending worldwide. While the world economy has grown since 2010, the European
debt crisis and fears of a new recession have created additional uncertainty in the European and global economies. Certain of our targeted industries are especially
vulnerable to crises in the financial and credit markets and potential economic downturns. A downturn in any of our targeted industries, particularly the BFSI or
travel and leisure industries, a slowdown or reversal of the trend to outsource business processes in any of these industries or the introduction of regulation which
restricts or discourages companies from outsourcing could result in a decrease in the demand for our services and adversely affect our results of operations. For
example, as a result of the mortgage market crisis, in August 2007, FMFC, a US mortgage services
 

119



Table of Contents

client, filed a voluntary petition for relief under Chapter 11 of the US Bankruptcy Code. FMFC was a major client of Trinity Partners which we acquired in
November 2005 from the First Magnus Group and became one of our major clients. In fiscal 2008 and 2007, FMFC accounted for 1.0% and 4.3% of our revenue,
respectively, and 1.4% and 6.8% of our revenue less repair payments, respectively.

Further, the downturn in worldwide economic and business conditions has resulted in a few of our clients reducing or postponing their outsourced business
requirements, which in turn has decreased the demand for our services and adversely affected our results of operations. In particular, our revenue is highly
dependent on the economic environments in Europe and the United States, which continue to show signs of economic weakness, such as relatively high levels of
unemployment. In fiscal 2011 and 2010, 76.8% and 74.9% of our revenue, respectively, and 61.3% and 62.6% of our revenue less repair payments, respectively,
were derived from clients located in Europe. During the same periods, 22.2% and 24.5% of our revenue, respectively, and 37.0% and 36.5% of our revenue less
repair payments, respectively, were derived from clients located in North America (primarily the United States). Any further weakening of the European or
United States economy will likely have a further adverse impact on our revenue.

Other developments may also lead to a decline in the demand for our services in these industries. Significant changes in the financial services industry or any of
the other industries on which we focus, or a consolidation in any of these industries or acquisitions, particularly involving our clients, may decrease the potential
number of buyers of our services. Any significant reduction in or the elimination of the use of the services we provide within any of these industries would result
in reduced revenue and harm our business. Our clients may experience rapid changes in their prospects, substantial price competition and pressure on their
profitability. Although such pressures can encourage outsourcing as a cost reduction measure, they may also result in increasing pressure on us from clients in
these key industries to lower our prices which could negatively affect our business, results of operations, financial condition and cash flows.

We may fail to attract and retain enough sufficiently trained employees to support our operations, as competition for highly skilled personnel is significant
and we experience significant employee attrition. These factors could have a material adverse effect on our business, results of operations, financial condition
and cash flows.

The business process outsourcing industry relies on large numbers of skilled employees, and our success depends to a significant extent on our ability to attract,
hire, train and retain qualified employees. The business process outsourcing industry, including our company, experiences high employee attrition. During fiscal
2011, 2010 and 2009, the attrition rate for our employees who have completed six months of employment with us was 43%, 32% and 31%, respectively. While
our attrition rate for our employees who have completed six months of employment with us improved to 38% in the nine months ended December 31, 2011, we
cannot assure you that our attrition rate will not increase. There is significant competition in the jurisdictions where our operation centers are located, including
India, the Philippines and Sri Lanka, for professionals with the skills necessary to perform the services we offer to our clients. Increased competition for these
professionals, in the business process outsourcing industry or otherwise, could have an adverse effect on us. A significant increase in the attrition rate among
employees with specialized skills could decrease our operating efficiency and productivity and could lead to a decline in demand for our services.

In addition, our ability to maintain and renew existing engagements and obtain new business will depend largely on our ability to attract, train and retain
personnel with skills that enable us to keep pace with growing demands for outsourcing, evolving industry standards and changing client preferences. Our failure
either to attract, train and retain personnel with the qualifications necessary to fulfill the needs of our existing and future clients or to assimilate new employees
successfully could have a material adverse effect on our business, results of operations, financial condition and cash flows.

If we fail to maintain an effective system of internal control over financial reporting, we may not be able to accurately report our financial results or prevent
or detect fraud. As a result, current and potential investors could lose confidence in our financial reporting, which could harm our business and have an
adverse effect on our stock price.

Effective internal control over financial reporting is necessary for us to provide reliable financial reports. The effective internal controls together with adequate
disclosure controls and procedures are designed to prevent or detect fraud. Deficiencies in our internal controls may adversely affect our management’s ability to
record, process, summarize, and report financial data on a timely basis. As a public company, we are required by Section 404 of the Sarbanes-Oxley Act of 2002
to include a report of management’s assessment on our internal control over financial reporting and an auditor’s attestation report on our internal control over
financial reporting in our annual report on Form 20-F.

Based on its evaluation, management had concluded that as at March 31, 2010, our company’s disclosure controls and procedures and internal control over
financial reporting were not effective due to a material weakness identified in the design and operating effectiveness of our controls over the recognition and
accrual of repair payments to garages and the related fees in our WNS Auto Claims BPO segment. In fiscal 2011, we implemented remediation measures to
address the material weakness. Although management concluded that our company’s disclosure controls and procedures and internal control over financial
reporting were effective as at March 31, 2011, it is possible that, in the future, material weaknesses could be identified in our internal controls over financial
reporting and we could be required to further implement remedial measures. If we fail to maintain effective disclosure controls and procedures or internal control
over financial reporting, we could lose investor confidence in the accuracy and completeness of our financial reports, which could have a material adverse effect
on our stock price.
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Any changes in accounting standards can be difficult to predict and can materially impact how we report our financial results.

We have adopted IFRS, as issued by IASB with effect from April 1, 2011. From time to time, the IASB changes its standards that govern the preparation of our
financial statements. For example, IASB has proposed amendments to its standards that govern hedge accounting, and these amendments, if adopted as proposed,
would significantly change the way option contracts are accounted for. There is no assurance that the amendments will be adopted as proposed or at all or on the
timing of any such amendments. Changes in accounting standards are difficult to anticipate and can significantly impact our reported financial condition and the
results of our operations.

We may be unable to effectively manage our rapid growth and maintain effective internal controls, which could have a material adverse effect on our
operations, results of operations and financial condition.

Since we were founded in April 1996, and especially since Warburg Pincus & Co. acquired a controlling stake in our company in May 2002, we have experienced
rapid growth and significantly expanded our operations. Our revenue has grown at a compound annual growth rate of 15.6% to $616.3 million in fiscal 2011 from
$345.4 million in fiscal 2007. Our revenue less repair payments has grown at a compound annual growth rate of 13.9% to $369.4 million in fiscal 2011 from
$219.6 million in fiscal 2007. Our employees have increased to 21,523 as at March 31, 2011 from 15,084 as at March 31, 2007. In January 2008, we established a
new delivery center in Romania, which we expanded in fiscal year 2011. Our subsidiary, WNS Philippines Inc., established a delivery center in the Philippines in
April 2008, which it expanded in fiscal 2010. Additionally, in fiscal 2010, we established a new delivery center in Costa Rica and streamlined our operations by
consolidating our production capacities in various delivery centers in Bangalore, Mumbai and Pune. We now have delivery centers in six locations in India, the
Philippines, Sri Lanka, the UK, Romania and Costa Rica. In February 2011, we received in-principal approval for the allotment of a piece of land on lease for a
term of 99 years, measuring 5 acres in Tiruchirapalli Navalpattu, special economic zone, or “SEZ”, in the state of Tamil Nadu, India from Electronics Corporation
of Tamil Nadu Limited (ELCOT) for setting up delivery centers in future. We intend to expand our global delivery capability, and we are exploring plans to do so
in areas such as the United States, Asia Pacific and Latin America.

We have also completed numerous acquisitions. For example, in July 2008, we entered into a transaction with Aviva consisting of (1) a share sale and purchase
agreement pursuant to which we acquired from Aviva all the shares of Aviva Global and (2) a master services agreement with Aviva MS pursuant to which we are
providing BPO services to Aviva’s UK business and Aviva’s Irish subsidiary, Hibernian Aviva Direct Limited, and certain of its affiliates. Aviva Global was the
business process offshoring subsidiary of Aviva. Through our acquisition of Aviva Global, we also added three facilities in Bangalore, Chennai and Sri Lanka in
July 2008, and one facility in Pune in August 2008.

This rapid growth places significant demands on our management and operational resources. In order to manage growth effectively, we must implement and
improve operational systems, procedures and internal controls on a timely basis. If we fail to implement these systems, procedures and controls on a timely basis,
we may not be able to service our clients’ needs, hire and retain new employees, pursue new business, complete future acquisitions or operate our business
effectively. Failure to effectively transfer new client business to our delivery centers, properly budget transfer costs or accurately estimate operational costs
associated with new contracts could result in delays in executing client contracts, trigger service level penalties or cause our profit margins not to meet our
expectations or our historical profit margins. As a result of any of these problems associated with expansion, our business, results of operations, financial
condition and cash flows could be materially and adversely affected.

We may face difficulties as we expand our operations to establish delivery centers in onshore locations in the US and offshore in countries in which we have
no prior operating experience.

We intend to continue to expand our global footprint in order to maintain an appropriate cost structure and meet our clients’ delivery needs. We plan to establish
onshore delivery centers in the US and offshore delivery centers in Africa, the Asia Pacific and Latin America, which may involve expanding into countries other
than those in which we currently operate. We have no prior experience in operating onshore delivery centers in the US. Our expansion plans may also involve
expanding into less developed countries, which may have less political, social or economic stability and less developed infrastructure and legal systems. As we
expand our business into new countries we may encounter regulatory, personnel, technological and other difficulties that increase our expenses or delay our
ability to start up our operations or become profitable in such countries. This may affect our relationships with our clients and could have an adverse affect on our
business, results of operations, financial condition and cash flows.

We may not be successful in achieving the expected benefits from our transaction with Aviva in July 2008, which could have a material adverse effect on our
business, results of operations, financial condition and cash flows. Furthermore, the term loan that we have incurred to fund the transaction imposes
operating and financial restrictions on us.

In July 2008, we entered into a transaction with Aviva consisting of (1) a share sale and purchase agreement pursuant to which we acquired all the shares of Aviva
Global and (2) the Aviva master services agreement pursuant to which we are providing BPO services to Aviva’s UK business and Aviva’s Irish subsidiary,
Hibernian Aviva Direct Limited, and certain of its affiliates. We completed our acquisition of Aviva Global in July 2008. Aviva Global was the business process
offshoring subsidiary of Aviva with facilities in Bangalore, India, and
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Colombo, Sri Lanka. In addition, through our acquisition of Aviva Global, we also acquired three facilities in Chennai, Bangalore and Sri Lanka in July 2008, and
one facility in Pune in August 2008. The total consideration (including legal and professional fees) for this transaction with Aviva amounted to approximately
$249.0 million. We entered into a $200 million term loan facility with ICICI Bank UK Plc, or the 2008 Term Loan, as agent, to fund, together with cash on hand,
the consideration for the transaction. In July 2010, we refinanced the outstanding $115 million amount under this facility with cash on hand and proceeds from a
new term loan facility for $94 million, or the 2010 Term Loan, pursuant to a facility agreement dated July 2, 2010 with The Hongkong and Shanghai Banking
Corporation Limited, Hong Kong, DBS Bank Limited, Singapore and BNP Paribas, Singapore. See “Part II — Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Liquidity and Capital Resources.” We cannot assure you that we will be able to grow our revenue, expand our
service offerings and market share, or achieve the accretive benefits that we expected from our acquisition of Aviva Global and the Aviva master services
agreement.

Furthermore, the 2010 Term Loan contains a number of covenants and other provisions that, among other things, impose operating and financial restrictions on
us. For example:
 
 •  it could increase our vulnerability to general adverse economic and industry conditions;
 

 
•  it could require us to dedicate a substantial portion of our cash flow from operations to payments on the 2010 Term Loan, thereby reducing the

availability of our cash flow to fund capital expenditure, working capital and other general corporate purposes;
 
 •  it may require us to seek lenders’ consent prior to paying dividends on our ordinary shares;
 
 •  it limits our ability to incur additional borrowings or raise additional financing through equity or debt instruments;
 

 
•  it imposes certain financial covenants on us which we may not be able to meet, which may cause the lenders to accelerate the repayment of the

balance loan outstanding; and
 

 
•  a reduction in revenue generated from our top 10 clients by revenue for any fiscal half-year period by an amount constituting more than 20% of our

consolidated group revenue generated for the comparative period in the preceding year would constitute an event of default under the 2010 Term
Loan.

Our business and future growth depend on our continued access to bank lines of credit to finance our working capital, repay debt and fund our expansion
plans. Any inability to obtain financing on favorable terms may negatively impact our business, results of operations, financial condition or liquidity.

Our business and future growth currently depend on our access to bank lines of credit. As of December 31, 2011, we had a working capital deficit of $ 62.3
million, consisting of current liabilities of $237.4 million and current assets of $175.0 million as of that date. We had an aggregate of approximately $57.4 million
in line of credit facilities provided by various lenders as of December 31, 2011, of which $22.8 million was available to be drawn down as of that date. We expect
to draw down substantially all of our unused credit facilities in order to meet our debt repayment obligations and working capital needs for fiscal 2013. These
credit facilities contain both financial and non-financial covenants, and non-compliance with these covenants may make the credit facilities unavailable to us. In
addition, our key lines of credit can be withdrawn by the lenders upon notice to us.

Moreover, if our cash flows from operations were lower than anticipated for any reason, including the current global economic and market conditions, the
amounts available to be drawn down under our current lines of credit may not be sufficient for our needs, in which case we would need to obtain additional
financing to meet some of our existing debt repayment obligations. We also expect to require additional financing to fund our expansion plans, including to fund
our expected capital expenditures in fiscal 2013. Our ability to maintain our current lines of credit, to renew or replace them upon expiration or to obtain
additional financing to fund our expansion plans depends upon various factors, including the availability of bank loans and commercial credit in general, as well
as our financial condition and prospects. Therefore, we cannot guarantee that our current lines of credit will continue to be available, or that we will be able to
replace them or obtain additional financing, on reasonable terms or at all. Any inability on our part to maintain, renew or replace our lines of credit or to obtain
additional financing would materially adversely affect our business, financial condition, operating results and cash flow.

The international nature of our business exposes us to several risks, such as significant currency fluctuations and unexpected changes in the regulatory
requirements of multiple jurisdictions.

We have operations in Costa Rica, India, the Philippines, Romania, Sri Lanka, the UK and the US, and we service clients across Asia, Europe, and North
America. Our corporate structure also spans multiple jurisdictions, with our parent holding company incorporated in Jersey, Channel Islands, and intermediate
and operating subsidiaries incorporated in Australia, China, Costa Rica, India, Mauritius, the Netherlands, the Philippines, Romania, Singapore, Sri Lanka, UAE,
the UK and the US. As a result, we are exposed to risks typically associated with conducting business internationally, many of which are beyond our control.
These risks include:
 

 
•  significant currency fluctuations between the US dollar and the pound sterling (in which our revenue is principally denominated) and the Indian

rupee (in which a significant portion of our costs are denominated);
 
 •  legal uncertainty owing to the overlap of different legal regimes, and problems in asserting contractual or other rights across international borders;
 
 •  potentially adverse tax consequences, such as scrutiny of transfer pricing arrangements by authorities in the countries in which we operate;
 
 •  potential tariffs and other trade barriers;
 
 •  unexpected changes in regulatory requirements;
 
 •  the burden and expense of complying with the laws and regulations of various jurisdictions; and
 
 •  terrorist attacks and other acts of violence or war.

The occurrence of any of these events could have a material adverse effect on our results of operations and financial condition.
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Currency fluctuations among the Indian rupee, the pound sterling and the US dollar could have a material adverse effect on our results of operations.

Although substantially all of our revenue is denominated in pound sterling or US dollars, a significant portion of our expenses (other than payments to repair
centers, which are primarily denominated in pound sterling) are incurred and paid in Indian rupees. We report our financial results in US dollars and our results of
operations would be adversely affected if the Indian rupee appreciates against the US dollar or the pound sterling depreciates against the US dollar. The exchange
rates between the Indian rupee and the US dollar and between the pound sterling and the US dollar have changed substantially in recent years and may fluctuate
substantially in the future.

The average Indian rupee/US dollar exchange rate was approximately 45.57 per $1.00 in fiscal 2011, which represented an appreciation of the Indian rupee of
4.0% as compared with the average exchange rate of approximately 47.46 per $1.00 in fiscal 2010, which in turn represented a depreciation of the Indian rupee of
3.0% as compared with the average exchange rate of approximately 46.10 per $1.00 in fiscal 2009. The average pound sterling/US dollar exchange rate was
approximately £0.64 per $1.00 in fiscal 2011, which represented a depreciation of the pound sterling of 2.6% as compared with the average exchange rate of
approximately £0.63 per $1.00 in fiscal 2010, which in turn represented a depreciation of the pound sterling of 7.2% as compared with the average exchange rate
of approximately £0.58 per $1.00 in fiscal 2009.

Our results of operations may be adversely affected if the Indian rupee appreciates significantly against the pound sterling or the US dollar or if the pound sterling
depreciates against the US dollar. We hedge a portion of our foreign currency exposures using options and forward contracts. We cannot assure you that our
hedging strategy will be successful or will mitigate our exposure to currency risk.

Recent concerns over increases in car insurance premiums have led the UK competition authority to investigate referral fees, such as those paid to claims
management companies and insurance companies, which could have a material adverse effect on our auto claims business.

A number of aspects of the motor insurance sector are currently being debated in the UK. The UK Office of Fair Trading, or OFT, is investigating increases in car
insurance premiums over the past two years and have identified credit hire replacement vehicle arrangements and third-party vehicle repair arrangements as two
factors that may be driving up insurance premiums. OFT’s concerns relate to the practice of the payment of referral fees by accident management companies to
claims management companies and insurance companies in the arrangements for the provision of credit hire replacement vehicles and third-party vehicle repairs,
which it suspects has inflated the cost of insurance claims. If the OFT’s concerns persist after its investigation, it has the power to refer the matter to the UK
Competition Commission for a more detailed investigation. The Competition Commission has the power to impose remedies or recommend legislative changes
that could include a ban on the payment of referral fees. One of our largest auto claims clients by revenue contribution generates revenues primarily through
referral fees. A ban on such fees would likely have a material adverse effect on the business of clients that are dependent on referral fees. In turn, this would likely
result in a loss of all or a significant portion of the claims handling and accident management services that we provide these clients. Subsequent to the
authorization of our unaudited condensed interim consolidated financial statements included in this report by our Board of Directors, one of our largest auto
claims clients by revenue contribution that generates significant revenues through referral fees gave us notice to terminate its contract with us with effect from
April 2012. This client accounted for 7.5% of our revenue and 1.9% of our revenue less repair payments in fiscal 2011 and for 11.3% of our revenue and 1.4% of
our revenue less repair payments in the nine months ended December 31, 2011. We may lose some or all of the business from other clients that may be adversely
affected by a ban on referral fees.

Our business may not develop in ways that we currently anticipate due to negative public reaction to offshore outsourcing, proposed legislation or otherwise.

We have based our strategy of future growth on certain assumptions regarding our industry, services and future demand in the market for such services. However,
the trend to outsource business processes may not continue and could reverse. Offshore outsourcing is a politically sensitive topic in the UK, the US and
elsewhere. For example, many organizations and public figures in the UK and the US have publicly expressed concern about a perceived association between
offshore outsourcing providers and the loss of jobs in their home countries.

Such concerns have led to proposed measures in the United States that are aimed at limiting or restricting outsourcing. There is also legislation that has been
enacted or is pending at the state level in the United States, with regard to limiting outsourcing. The measures that have been enacted to date are generally
directed at restricting the ability of government agencies to outsource work to offshore business service providers. These measures have not had a significant
effect on our business because governmental agencies are not a focus of our operations. However, it is possible that legislation could be adopted that would
restrict US private sector companies that have federal or state governmental contracts from outsourcing their services to offshore service providers or that could
have an adverse impact on the economics of outsourcing for private companies in the US. Such legislation could have an adverse impact on our business with US
clients.

Such concerns have also led the United Kingdom and other European Union, or EU, jurisdictions to enact regulations which allow employees who are dismissed
as a result of transfer of services, which may include outsourcing to non-UK/EU companies, to seek compensation either from the company from which they were
dismissed or from the company to which the work was transferred. This could discourage EU companies from outsourcing work offshore and/or could result in
increased operating costs for us.

In addition, there has been publicity about the negative experiences, such as theft and misappropriation of sensitive client data, of various companies that use
offshore outsourcing, particularly in India.

Current or prospective clients may elect to perform such services themselves or may be discouraged from transferring these services from onshore to offshore
providers to avoid negative perceptions that may be associated with using an offshore provider. Any slowdown or reversal of existing industry trends towards
offshore outsourcing would seriously harm our ability to compete effectively with competitors that operate out of facilities located in the UK or the US.
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Our senior management team and other key team members in our business units are critical to our continued success and the loss of such personnel could
harm our business.

Our future success substantially depends on the performance of the members of our senior management team and other key team members in each of our business
units. These personnel possess technical and business capabilities including domain expertise that are difficult to replace. There is intense competition for
experienced senior management and personnel with technical and industry expertise in the business process outsourcing industry, and we may not be able to
retain our key personnel. Although we have entered into employment contracts with our executive officers, certain terms of those agreements may not be
enforceable and in any event these agreements do not ensure the continued service of these executive officers. In the event of a loss of any key personnel, there is
no assurance that we will be able to find suitable replacements for our key personnel within a reasonable time. The loss of key members of our senior
management or other key team members, particularly to competitors, could have a material adverse effect on our business, results of operations, financial
condition and cash flows. A loss of several members of our senior management at the same time or within a short period may lead to a disruption in the business
of our company, which could materially adversely affect our performance.

Wage increases may prevent us from sustaining our competitive advantage and may reduce our profit margin.

Salaries and related benefits of our operations staff and other employees in India are among our most significant costs. Wage costs in India have historically been
significantly lower than wage costs in the US and Europe for comparably skilled professionals, which has been one of our competitive advantages. However,
rapid economic growth in India, increased demand for business process outsourcing to India, and increased competition for skilled employees in India may reduce
this competitive advantage. In addition, if the US dollar or the pound sterling declines in value against the Indian rupee, wages in the US or the UK will further
decrease relative to wages in India, which may further reduce our competitive advantage. We may need to increase our levels of employee compensation more
rapidly than in the past to remain competitive in attracting the quantity and quality of employees that our business requires. Wage increases may reduce our profit
margins and have a material adverse effect on our financial condition and cash flows.

Further, following our acquisitions of Aviva Global, Business Application Associates Limited, or BizAps, and Chang Limited, our operations in the UK have
expanded and our wage costs for employees located in the UK now represent a larger proportion of our total wage costs. Wage increases in the UK may therefore
also reduce our profit margins and have a material adverse effect on our financial condition and cash flows.

Our operating results may differ from period to period, which may make it difficult for us to prepare accurate internal financial forecasts and respond in a
timely manner to offset such period to period fluctuations.

Our operating results may differ significantly from period to period due to factors such as client losses, variations in the volume of business from clients resulting
from changes in our clients’ operations, the business decisions of our clients regarding the use of our services, delays or difficulties in expanding our operational
facilities and infrastructure, changes to our pricing structure or that of our competitors, inaccurate estimates of resources and time required to complete ongoing
projects, currency fluctuations and seasonal changes in the operations of our clients. For example, our clients in the travel and leisure industry experience seasonal
changes in their operations in connection with the year-end holiday season, as well as episodic factors such as adverse weather conditions. Transaction volumes
can be impacted by market conditions affecting the travel and insurance industries, including natural disasters, outbreak of infectious diseases or other serious
public health concerns in Asia or elsewhere (such as the outbreak of the Influenza A (H1N1) virus in various parts of the world) and terrorist attacks. In addition,
our contracts do not generally commit our clients to providing us with a specific volume of business.

In addition, the long sales cycle for our services, which typically ranges from three to 12 months, and the internal budget and approval processes of our
prospective clients make it difficult to predict the timing of new client engagements. Commencement of work and ramping up of volume of work with certain
new and existing clients have been slower than we had expected. Revenue is recognized upon actual provision of services and when the criteria for recognition
are achieved. Accordingly, the financial benefit of gaining a new client may be delayed due to delays in the implementation of our services. These factors may
make it difficult for us to prepare accurate internal financial forecasts or replace anticipated revenue that we do not receive as a result of those delays. Due to the
above factors, it is possible that in some future quarters our operating results may be significantly below the expectations of the public market, analysts and
investors.

Employee strikes and other labor-related disruptions may adversely affect our operations.

Our business depends on a large number of employees executing client operations. Strikes or labor disputes with our employees at our delivery centers may
adversely affect our ability to conduct business. Our employees are not unionized, although they may in the future form unions. We cannot assure you that there
will not be any strike, lock out or material labor dispute in the future. Work interruptions or stoppages could have a material adverse effect on our business, results
of operations, financial condition and cash flows.
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Failure to adhere to the regulations that govern our business could result in us being unable to effectively perform our services. Failure to adhere to
regulations that govern our clients’ businesses could result in breaches of contract with our clients.

Our clients’ business operations are subject to certain rules and regulations such as the Gramm-Leach-Bliley Act, the Health Insurance Portability and
Accountability Act and Health Information Technology for Economic and Clinical Health Act in the US and the Financial Services Act in the UK. Our clients
may contractually require that we perform our services in a manner that would enable them to comply with such rules and regulations. Failure to perform our
services in such a manner could result in breaches of contract with our clients and, in some limited circumstances, civil fines and criminal penalties for us. In
addition, we are required under various Indian laws to obtain and maintain permits and licenses for the conduct of our business. If we fail to comply with any
applicable rules or regulations, or if we do not maintain our licenses or other qualifications to provide our services, we may not be able to provide services to
existing clients or be able to attract new clients and could lose revenue, which could have a material adverse effect on our business.

Our clients may terminate contracts before completion or choose not to renew contracts which could adversely affect our business and reduce our revenue.

The terms of our client contracts typically range from three to eight years. Many of our client contracts can be terminated by our clients with or without cause,
with three to six months’ notice and, in most cases, without penalty. The termination of a substantial percentage of these contracts could adversely affect our
business and reduce our revenue. Contracts that will expire on or before December 31, 2012 (including work orders/statement of works that will expire on or
before December 31, 2012 although the related master services agreement has been renewed) represented approximately 20% of our revenue and 24% of our
revenue less repair payments from our clients in the nine months ended December 31, 2011. Failure to meet contractual requirements could result in cancellation
or non-renewal of a contract. Some of our contracts may be terminated by the client if certain of our key personnel working on the client project leave our
employment and we are unable to find suitable replacements. In addition, a contract termination or significant reduction in work assigned to us by a major client
could cause us to experience a higher than expected number of unassigned employees, which would increase our cost of revenue as a percentage of revenue until
we are able to reduce or reallocate our headcount. We may not be able to replace any client that elects to terminate or not renew its contract with us, which would
adversely affect our business and revenue. For example, one of our largest auto claims clients, which accounted for 7.5% of our revenue and 1.9% of our revenue
less repair payments in fiscal 2011 and for 11.3% of our revenue and 1.4% of our revenue less repair payments in the nine months ended December 31, 2011, has
given us notice to terminate its contract with us with effect from April 2012. For more information, see “—Recent concerns over increases in car insurance
premiums have led the UK competition authority to investigate referral fees, such as those paid to claims management companies and insurance companies,
which could have a material adverse effect on our auto claims business.”

Some of our client contracts contain provisions which, if triggered, could result in lower future revenue and have an adverse effect on our business.

In many of our client contracts, we agree to include certain provisions which provide for downward revision of our prices under certain circumstances. For
example, certain contracts allow a client in certain limited circumstances to request a benchmark study comparing our pricing and performance with that of an
agreed list of other service providers for comparable services. Based on the results of the study and depending on the reasons for any unfavorable variance, we
may be required to make improvements in the service we provide or to reduce the pricing for services to be performed under the remaining term of the contract.
Some of our contracts also provide that, during the term of the contract and for a certain period thereafter ranging from six to twelve months, we may not provide
similar services to certain or any of their competitors using the same personnel. These restrictions may hamper our ability to compete for and provide services to
other clients in the same industry, which may result in lower future revenue and profitability.

Some of our contracts specify that if a change in control of our company occurs during the term of the contract, the client has the right to terminate the contract.
These provisions may result in our contracts being terminated if there is such a change in control, resulting in a potential loss of revenue. Some of our client
contracts also contain provisions that would require us to pay penalties to our clients if we do not meet pre-agreed service level requirements. Failure to meet
these requirements could result in the payment of significant penalties by us to our clients which in turn could have an adverse effect on our business, results of
operations, financial condition and cash flows.

If our pricing structures do not accurately anticipate the cost and complexity of performing our work, our profitability may be negatively affected.

The terms of our client contracts typically range from three to eight years. In many of our contracts, we commit to long-term pricing with our clients, and we
negotiate pricing terms with our clients utilizing a range of pricing structures and conditions. Depending on the particular contract, these include input-based
pricing (such as full-time equivalent-based pricing arrangements), fixed-price arrangements, output-based pricing (such as transaction-based pricing), outcome-
based pricing, and contracts with features of all these pricing models. Our pricing is highly dependent on our internal forecasts and predictions about our projects
and the marketplace, which are largely based on limited data and could turn out to be inaccurate. If we do not accurately estimate the costs and timing for
completing projects, our contracts could prove unprofitable for us or yield lower profit margins than anticipated. Some of our client contracts do not allow us to
terminate the contracts except in the case of non-payment by our client. If any contract turns out to be economically non-viable for us, we may still be liable to
continue to provide services under the contract.
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We intend to focus on increasing our service offerings that are based on non-linear pricing models (such as fixed-price and outcome-based pricing models) that
allow us to price our services based on the value we deliver to our clients rather than the headcount deployed to deliver the services to them. Non-linear revenues
may be subject to short term pressure on margins as initiatives in developing the products and services take time to deliver. The risk of entering into non-linear
pricing arrangements is that if we fail to properly estimate the appropriate pricing for a project, we may incur lower profits or losses as a result of being unable to
execute projects with the amount of labor we expected or at a margin sufficient to recover our initial investments in our solutions. While non-linear pricing
models are expected to result in higher revenue productivity per employee and improved margins, they also mean that we bear the risk of cost overruns, wage
inflation, fluctuations in currency exchange rates and failure to achieve clients’ business objectives in connection with these projects. Although we use our
internally developed methodologies and processes and past project experience to reduce the risks associated with estimating, planning and performing
transaction-based pricing, fixed-price and outcome-based pricing projects, if we fail to estimate accurately the resources required for a project, future wage
inflation rates or currency exchange rates, or if we fail to meet defined performance goals or objectives, our profitability may suffer.

We have recently entered into a subcontracting arrangement for the delivery of services in South Africa. We could face greater risk when pricing our outsourcing
contracts, as our outsourcing projects typically entail the coordination of operations and workforces with our subcontractor, and utilizing workforces with
different skill sets and competencies. Furthermore, when outsourcing work we assume responsibility for our subcontractors’ performance. Our pricing, cost and
profit margin estimates on outsourced work may include anticipated long-term cost savings from transformational and other initiatives that we expect to achieve
and sustain over the life of the outsourcing contract. There is a risk that we will under price our contracts, fail to accurately estimate the costs of performing the
work or fail to accurately assess the risks associated with potential contracts. In particular, any increased or unexpected costs, delays or failures to achieve
anticipated cost savings, or unexpected risks we encounter in connection with the performance of this work, including those caused by factors outside our control,
could make these contracts less profitable or unprofitable, which could have an adverse effect on our profit margin.

Our profitability will suffer if we are not able to maintain our pricing and asset utilization levels and control our costs.

Our profit margin, and therefore our profitability, is largely a function of our asset utilization and the rates we are able to recover for our services. An important
component of our asset utilization is our seat utilization rate, which is the average number of work shifts per day, out of a maximum of three, for which we are
able to utilize our work stations, or seats. During the period from January to June 2011, we made significant investments to increase our number of seats by
establishing additional delivery centers or expanding production capacities in our existing delivery centers. If we are not able to maintain the pricing for our
services or an appropriate seat utilization rate, without corresponding cost reductions, our profitability will suffer. The rates we are able to recover for our services
are affected by a number of factors, including our clients’ perceptions of our ability to add value through our services, competition, introduction of new services
or products by us or our competitors, our ability to accurately estimate, attain and sustain revenue from client contracts, margins and cash flows over increasingly
longer contract periods and general economic and political conditions.

Our profitability is also a function of our ability to control our costs and improve our efficiency. As we increase the number of our employees and execute our
strategies for growth, we may not be able to manage the significantly larger and more geographically diverse workforce that may result, which could adversely
affect our ability to control our costs or improve our efficiency. Further, because there is no certainty that our business will ramp up at the rate that we anticipate,
we may incur expenses for the increased capacity for a significant period of time without a corresponding growth in our revenues. Commencement of work and
ramping up of volume of work with certain new and existing clients have been slower than we had expected. If our revenue does not grow at our expected rate,
we may not be able to maintain or improve our profitability.

We face competition from onshore and offshore business process outsourcing companies and from information technology companies that also offer business
process outsourcing services. Our clients may also choose to run their business processes themselves, either in their home countries or through captive units
located offshore.

The market for outsourcing services is very competitive and we expect competition to intensify and increase from a number of sources. We believe that the
principal competitive factors in our markets are price, service quality, sales and marketing skills, and industry expertise. We face significant competition from our
clients’ own in-house groups including, in some cases, in-house departments operating offshore or captive units. Clients who currently outsource a significant
proportion of their business processes or information technology services to vendors in India may, for various reasons, including diversifying geographic risk,
seek to reduce their dependence on any one country. We also face competition from onshore and offshore business process outsourcing and information
technology services companies. In addition, the trend toward offshore outsourcing, international expansion by foreign and domestic competitors and continuing
technological changes will result in new and different competitors entering our markets. These competitors may include entrants from the communications,
software and data networking industries or entrants in geographic locations with lower costs than those in which we operate.

Some of these existing and future competitors have greater financial, human and other resources, longer operating histories, greater technological expertise, more
recognizable brand names and more established relationships in the industries that we currently serve or may serve in the future. In addition, some of our
competitors may enter into strategic or commercial relationships among themselves or with larger, more established companies in order to increase their ability to
address client needs, or enter into similar arrangements with potential clients. Increased competition, our inability to compete successfully against competitors,
pricing pressures or loss of market share could result in reduced operating margins which could harm our business, results of operations, financial condition and
cash flows.
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We have incurred losses in the past. We may not be profitable in the future.

We incurred losses in each of the three fiscal years from fiscal 2003 through fiscal 2005. We expect our selling, general and administrative expenses to increase in
future periods. If our revenue does not grow at a faster rate than these expected increases in our expenses, or if our operating expenses are higher than we
anticipate, we may not be profitable and we may incur losses.

If we cause disruptions to our clients’ businesses, provide inadequate service or are in breach of our representations or obligations, our clients may have
claims for substantial damages against us. Our insurance coverage may be inadequate to cover these claims and, as a result, our profits may be substantially
reduced.

Most of our contracts with clients contain service level and performance requirements, including requirements relating to the quality of our services and the
timing and quality of responses to the client’s customer inquiries. In some cases, the quality of services that we provide is measured by quality assurance ratings
and surveys which are based in part on the results of direct monitoring by our clients of interactions between our employees and our client’s customers. Failure to
consistently meet service requirements of a client or errors made by our associates in the course of delivering services to our clients could disrupt the client’s
business and result in a reduction in revenue or a claim for substantial damages against us. For example, some of our agreements stipulate standards of service
that, if not met by us, will result in lower payment to us. In addition, in connection with acquiring new business from a client or entering into client contracts, our
employees may make various representations, including representations relating to the quality of our services, abilities of our associates and our project
management techniques. A failure or inability to meet a contractual requirement or our representations could seriously damage our reputation and affect our
ability to attract new business or result in a claim for substantial damages against us.

Our dependence on our offshore delivery centers requires us to maintain active data and voice communications between our main delivery centers in India, Costa
Rica, the Philippines, Romania, Sri Lanka and the UK, our international technology hubs in the US and the UK and our clients’ offices. Although we maintain
redundant facilities and communications links, disruptions could result from, among other things, technical and electricity breakdowns, computer glitches and
viruses and adverse weather conditions. Any significant failure of our equipment or systems, or any major disruption to basic infrastructure like power and
telecommunications in the locations in which we operate, could impede our ability to provide services to our clients, have a negative impact on our reputation,
cause us to lose clients, reduce our revenue and harm our business.

Under our contracts with our clients, our liability for breach of our obligations is generally limited to actual damages suffered by the client and capped at a portion
of the fees paid or payable to us under the relevant contract. Although our contracts contain limitations on liability, such limitations may be unenforceable or
otherwise may not protect us from liability for damages. In addition, certain liabilities, such as claims of third parties for which we may be required to indemnify
our clients, are generally not limited under those agreements. Further, although we have professional indemnity insurance coverage, the coverage may not
continue to be available on reasonable terms or in sufficient amounts to cover one or more large claims, and our insurers may disclaim coverage as to any future
claims. The successful assertion of one or more large claims against us that exceed available insurance coverage, or changes in our insurance policies (including
premium increases or the imposition of large deductible or co-insurance requirements), could have a material adverse effect on our business, reputation, results of
operations, financial condition and cash flows.

We are liable to our clients for damages caused by unauthorized disclosure of sensitive and confidential information, whether through a breach of our
computer systems, through our employees or otherwise.

We are typically required to manage, utilize and store sensitive or confidential client data in connection with the services we provide. Under the terms of our
client contracts, we are required to keep such information strictly confidential. Our client contracts do not include any limitation on our liability to them with
respect to breaches of our obligation to maintain confidentiality on the information we receive from them. We seek to implement measures to protect sensitive and
confidential client data and have not experienced any material breach of confidentiality to date. However, if any person, including any of our employees,
penetrates our network security or otherwise mismanages or misappropriates sensitive or confidential client data, we could be subject to significant liability and
lawsuits from our clients or their customers for breaching contractual confidentiality provisions or privacy laws. Although we have insurance coverage for
mismanagement or misappropriation of such information by our employees, that coverage may not continue to be available on reasonable terms or in sufficient
amounts to cover one or more large claims against us and our insurers may disclaim coverage as to any future claims. Penetration of the network security of our
data centers could have a negative impact on our reputation which would harm our business.

We may not succeed in identifying suitable acquisition targets or integrating any acquired business into our operations, which could have a material adverse
effect on our business, results of operations, financial condition and cash flows.

Our growth strategy involves gaining new clients and expanding our service offerings, both organically and through strategic acquisitions. Historically, we have
expanded some of our service offerings and gained new clients through strategic acquisitions. For example, we acquired Aviva Global in July 2008, BizAps in
June 2008, Chang Limited in April 2008, and
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Flovate Technologies Limited, or Flovate (which we subsequently renamed as WNS Workflow Technologies Limited), in June 2007. In March 2008, we entered
into a joint venture with Advanced Contact Solutions, Inc., or ACS, a provider in BPO services and customer care in the Philippines, to form WNS Philippines
Inc. In November 2011, we acquired ACS’s shareholding in WNS Philippines Inc. and increased our share ownership from 65% to 100%. It is possible that in the
future we may not succeed in identifying suitable acquisition targets available for sale or investments on reasonable terms, have access to the capital required to
finance potential acquisitions or investments, or be able to consummate any acquisition or investments. The inability to identify suitable acquisition targets or
investments or the inability to complete such transactions may affect our competitiveness and our growth prospects. In addition, our management may not be able
to successfully integrate any acquired business into our operations or benefit from any joint ventures that we enter into, and any acquisition we do complete or
any joint venture we do enter into may not result in long-term benefits to us. For example, if we acquire a company, we could experience difficulties in
assimilating that company’s personnel, operations, technology and software, or the key personnel of the acquired company may decide not to work for us. The
lack of profitability of any of our acquisitions or joint ventures could have a material adverse effect on our operating results. Future acquisitions or joint ventures
may also result in the incurrence of indebtedness or the issuance of additional equity securities, which may present difficulties in financing the acquisition or joint
venture on attractive terms. Further, we may receive claims or demands by the sellers of the entities acquired by us on the indemnities that we have provided to
them for losses or damages arising from any breach of contract by us. Conversely, while we may be able to claim against the sellers on their indemnities to us for
breach of contract or breach of the representations and warranties given by the sellers in respect of the entities acquired by us, there can be no assurance that our
claims will succeed, or if they do, that we will be able to successfully enforce our claims against the sellers at a reasonable cost. Acquisitions and joint ventures
also typically involve a number of other risks, including diversion of management’s attention, legal liabilities and the need to amortize acquired intangible assets,
any of which could have a material adverse effect on our business, results of operations, financial condition and cash flows.

We recorded an impairment charge of $15.5 million to our earnings in fiscal 2008 and may be required to record a significant charge to earnings in the
future when we review our goodwill, intangible or other assets for potential impairment.

As at December 31, 2011, we had goodwill and intangible assets of approximately $83.3 million and $117.8 million, respectively, which primarily resulted from
the purchases of Aviva Global, BizAps, Chang Limited, Flovate, Marketics Technologies (India) Private Limited, or Marketics, Town & Country Assistance
Limited (which we subsequently rebranded as WNS Assistance) and WNS Global. Of the $117.8 million of intangible assets as at December 31, 2011, $115.7
million pertain to our purchase of Aviva Global. Under IFRS and US GAAP (prior to adoption of IFRS), we are required to review our goodwill, intangibles or
other assets for impairment when events or changes in circumstances indicate the carrying value may not be recoverable. In addition, goodwill, intangible or other
assets with indefinite lives are required to be tested for impairment at least annually. We performed an impairment review and recorded an impairment charge of
$15.5 million to our earnings in fiscal 2008 relating to Trinity Partners. If, for example, the insurance industry experiences a significant decline in business and
we determine that we will not be able to achieve the cash flows that we had expected from our acquisition of Aviva Global, we may have to record an impairment
of all or a portion of the $151.2 million of intangible assets relating to our purchase of Aviva Global. Although our impairment review of goodwill and intangible
assets in fiscal 2011, 2010 and 2009 did not indicate any impairment, we may be required in the future to record a significant charge to earnings in our financial
statements during the period in which any impairment of our goodwill or other intangible assets is determined. Such charges may have a significant adverse
impact on our results of operations.

Our facilities are at risk of damage by natural disasters.

Our operational facilities and communication hubs may be damaged in natural disasters such as earthquakes, floods, heavy rains, tsunamis and cyclones. For
example, during floods caused by typhoons in Manila, Philippines in September 2009, our delivery center was rendered inaccessible and our associates were not
able to commute to the delivery center for a few days, thereby adversely impacting our provision of services to our clients. During the floods in Mumbai in July
2005, our operations were adversely affected as a result of the disruption of the city’s public utility and transport services making it difficult for our associates to
commute to our office. Such natural disasters may also lead to disruption to information systems and telephone service for sustained periods. Damage or
destruction that interrupts our provision of outsourcing services could damage our relationships with our clients and may cause us to incur substantial additional
expenses to repair or replace damaged equipment or facilities. We may also be liable to our clients for disruption in service resulting from such damage or
destruction. While we currently have property damage insurance and business interruption insurance, our insurance coverage may not be sufficient. Furthermore,
we may be unable to secure such insurance coverage at premiums acceptable to us in the future or secure such insurance coverage at all. Prolonged disruption of
our services as a result of natural disasters would also entitle our clients to terminate their contracts with us.

Our largest shareholder, Warburg Pincus, is able to significantly influence our corporate actions, and may also enter into transactions that may result in a
change in control of our company.

Warburg Pincus beneficially owns approximately 48.0% of our shares. As a result of its ownership position, Warburg Pincus has the ability to significantly
influence matters requiring shareholder and board approval including, without limitation, the election of directors, significant corporate transactions such as
amalgamations and consolidations, changes in control of our company and sales of all or substantially all of our assets. Actions that are supported by Warburg
Pincus are very likely to be taken and the interests of Warburg Pincus may differ from the interests of other shareholders of our company.
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A change in control or potential change in control transaction may consume management time and company resources and may have a material adverse
impact on our business.

In July 2009, our Board of Directors received unsolicited offers from a few financial institutions and strategic investors to buy a majority or all of the ordinary
shares of our company. While such offers or proposed sale may not result in the consummation of a change in control transaction, consideration and evaluation of
such offers may consume management time and company resources and distract management’s attention. Warburg Pincus, our largest shareholder, which owns
approximately 48.0% of our shares, may also seek to sell all or a substantial portion of its shareholding in our company, which may result in a change in control in
our company. A potential change in control may cause uncertainty among our employees, our creditors and other stakeholders, and may thereby have a material
adverse impact on our business. If a change in control transaction is consummated, many of our client contracts may entitle those clients to terminate the client
contract with our company. A change in control in our company together with a loss of more than 10% of our clients by revenue or a credit rating downgrade (or
we do not approach a credit rating agency for a rating review within one month of the change in control) may also constitute an event of default under our 2010
Term Loan. Any of the foregoing events could have a material adverse effect on our business, results of operations, financial condition and cash flows, as well as
cause our ADS price to fall.

We have certain anti-takeover provisions in our Articles of Association that may discourage a change in control.

Our Articles of Association contain anti-takeover provisions that could make it more difficult for a third party to acquire us without the consent of our Board of
Directors. These provisions include:
 
 •  a classified Board of Directors with staggered three-year terms; and
 

 
•  the ability of our Board of Directors to determine the rights, preferences and privileges of our preferred shares and to issue the preferred shares

without shareholder approval, which could be exercised by our Board of Directors to increase the number of outstanding shares and prevent or delay
a takeover attempt.

These provisions could make it more difficult for a third party to acquire us, even if the third party’s offer may be considered beneficial by many shareholders. As
a result, shareholders may be limited in their ability to obtain a premium for their shares.

It may be difficult for you to effect service of process and enforce legal judgments against us or our affiliates.

We are incorporated in Jersey, Channel Islands, and our primary operating subsidiary, WNS Global, is incorporated in India. A majority of our directors and
senior executives are not residents of the US and virtually all of our assets and the assets of those persons are located outside the US. As a result, it may not be
possible for you to effect service of process within the US upon those persons or us. In addition, you may be unable to enforce judgments obtained in courts of the
US against those persons outside the jurisdiction of their residence, including judgments predicated solely upon the securities laws of the US.

We are incorporated in Jersey, Channel Islands and are subject to Jersey rules and regulations. If the tax benefits enjoyed by our company are withdrawn or
changed, we may be liable for higher tax, thereby reducing our profitability.

As a company incorporated in Jersey, Channel Islands, we enjoy tax benefits that result in us not having to pay taxes in Jersey. In late 2009 it was reported that
concerns had been raised by some members of the European Union’s Economic and Financial Affairs Council, or ECOFIN, Code of Conduct group that the
current tax regime for companies in Jersey, known as “zero-ten”, could be interpreted as being outside the spirit of the EU Code of Conduct for Business
Taxation, or the Code of Conduct. In the light of this, the Treasury and Resources Minister of the States of Jersey announced a review of business taxation in
Jersey in his budget speech on December 8, 2009. In a review undertaken on January 31, 2011 by the EU Council’s High Level Working Party on Tax issues, or
HLWP, it was concluded that the personal tax provisions known as the “deemed distribution” and “attribution” rules were in fact a business tax measure, and were
therefore within the scope of the Code of Conduct. On February 15, 2011, and in the light of the HLWP’s conclusions, the States of Jersey announced that
Jersey’s business taxation regime known as “zero-ten” will remain in place but that, as part of its good neighbor policy, Jersey will abolish the deemed
distribution and attribution rules with effect from January 1, 2012.

Representatives from Jersey met with the ECOFIN Code of Conduct group on September 13, 2011 to discuss Jersey’s position on the harmful elements of the
zero-ten regime. Jersey explained to the ECOFIN Code of Conduct group that legislation had been passed to abolish the deemed distribution and attribution rules
with effect from January 1, 2012, thus removing the harmful elements of the zero-ten regime. The ECOFIN Code of Conduct group accepted Jersey’s position
and recommended to ECOFIN that Jersey had rolled back on the harmful tax measures and what now remains (the zero-ten tax rates) is compliant with the Code
of Conduct. In December 2011, ECOFIN formally ratified the ECOFIN Code of Conduct group’s recommendations. Accordingly, the way in which either we or
our shareholders not resident in Jersey are taxed in Jersey will not change. We cannot assure you that in the future, the current taxation regime applicable in Jersey
will not be amended and render us liable for taxation.
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Risks Related to Key Delivery Locations

A substantial portion of our assets and operations are located in India and we are subject to regulatory, economic, social and political uncertainties in India.

Our primary operating subsidiary, WNS Global, is incorporated in India, and a substantial portion of our assets and employees are located in India. We intend to
continue to develop and expand our facilities in India. The Government of India, however, has exercised and continues to exercise significant influence over
many aspects of the Indian economy. The Government of India has provided significant tax incentives and relaxed certain regulatory restrictions in order to
encourage foreign investment in specified sectors of the economy, including the business process outsourcing industry. Those programs that have benefited us
include tax holidays, liberalized import and export duties and preferential rules on foreign investment and repatriation. We cannot assure you that such
liberalization policies will continue. The Government of India may also enact new tax legislation or amend the existing legislation that could impact the way we
are taxed in the future. For more information, see “—New tax legislation and the results of actions by taxing authorities may have an adverse effect on our
operations and our overall tax rate.” Various other factors, including a collapse of the present coalition government due to the withdrawal of support of coalition
members or the formation of a new unstable government with limited support, could trigger significant changes in India’s economic liberalization and
deregulation policies and disrupt business and economic conditions in India generally and our business in particular. Our financial performance and the market
price of our ADSs may be adversely affected by changes in inflation, exchange rates and controls, interest rates, Government of India policies (including taxation
regulations and policies), social stability or other political, economic or diplomatic developments affecting India in the future.

India has witnessed communal clashes in the past. Although such clashes in India have, in the recent past, been sporadic and have been contained within
reasonably short periods of time, any such civil disturbance in the future could result in disruptions in transportation or communication networks, as well as have
adverse implications for general economic conditions in India. Such events could have a material adverse effect on our business, the value of our ADSs and your
investment in our ADSs.

If the tax benefits and other incentives that we currently enjoy are reduced or withdrawn or not available for any other reason, our financial condition would
be negatively affected.

We have benefitted from, and continue to benefit from, certain tax holidays and exemptions in various jurisdictions in which we have operations.

For example, the majority of our Indian operations were eligible to claim income-tax exemption with respect to profits earned from export revenue from operating
units registered under STPI. The benefit was available for a period of 10 years from the date of commencement of operations, but not beyond March 31, 2011. We
had 13 delivery centers for the year ended March 31, 2011 eligible for the income tax exemption, which expired on April 1, 2011 for all the units. We incurred
minimal income tax expense on our Indian operations in fiscal 2011 as a result of this tax exemption, compared to approximately $13.6 million that we would
have incurred if the tax exemption had not been available for the period. Effective April 1, 2011, upon the expiration of this tax exemption, income derived from
our operations in India is subject to the annual tax rate of 32.45%.

Further, in 2005, the Government of India implemented the Special Economic Zones Act, 2005, or the SEZ legislation, with the effect that taxable income of new
operations established in designated special economic zones, or SEZs, may be eligible for a 15-year tax holiday scheme consisting of a complete tax holiday for
the initial five years and a partial tax holiday for the subsequent ten years, subject to the satisfaction of certain capital investment conditions. We have a delivery
center located in Gurgaon, India registered under the SEZ scheme and eligible for a 100% income tax exemption until fiscal 2012, and a 50% income tax
exemption from fiscal 2013 until fiscal 2022. During fiscal 2012, we have also started operations in delivery centers in Pune and Navi Mumbai, India registered
under the SEZ scheme and eligible for 100% income tax exemption until fiscal 2016 and 50% income tax exemption from fiscal 2017 until 2026. The SEZ
legislation has been criticized on economic grounds by the International Monetary Fund and the SEZ legislation may be challenged by certain non-governmental
organizations. It is possible that, as a result of such political pressures, the procedure for obtaining benefits under the SEZ legislation may become more onerous,
the types of land eligible for SEZ status may be further restricted or the SEZ legislation may be amended or repealed. Moreover, there is continuing uncertainty as
to the governmental and regulatory approvals required to establish operations in the SEZs or to qualify for the tax benefit. This uncertainty may delay our
establishment of operations in the SEZs. Further, the Government of India, pursuant to the Indian Finance Act, 2011, has levied minimum alternate tax, or MAT,
on the book profits earned by the SEZ units at the rate of 20.01%.

We have operations in Costa Rica and Philippines which are also eligible for tax exemptions which expire in fiscal 2017 and fiscal 2013, respectively. Our
operations in Sri Lanka are also eligible for tax exemptions. We incurred minimal income tax expense on our Sri Lanka operations in fiscal 2011 as a result of the
tax holiday, compared to approximately $0.5 million that we would have incurred if the tax holiday had not been available for the period. The tax holiday our Sri
Lankan subsidiary initially relied upon expired in fiscal 2011. However, the Government of Sri Lanka has exempted the profits earned from export revenue from
tax. This enables our Sri Lankan subsidiary to continue to claim tax exemption under the Sri Lankan Inland Revenue Act following the expiry of the tax holiday.
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We incurred minimal income tax expense on our operations in Sri Lanka and SEZ operations in India in the first nine months of fiscal 2012 as a result of the tax
holidays described above, compared to approximately $0.6 million that we would have incurred if the tax holiday had not been available for the period.

When any of our tax holidays expires or terminates, or if the applicable government withdraws or reduces the benefits of a tax holiday that we enjoy, our tax
expense will materially increase and this increase will have a material impact on our results of operations.

The applicable tax authorities may also disallow deductions claimed by us and assess additional taxable income on us in connection with their review of our tax
returns.

New tax legislation and the results of actions by taxing authorities may have an adverse effect on our operations and our overall tax rate.

The Government of India may enact new tax legislation that could impact the way we are taxed in the future. For example, the Direct Taxes Code Bill was tabled
in the Indian Parliament in August 2010, which is proposed to come into effect in April 2012, if enacted. The Direct Taxes Code, if enacted, is intended to replace
the Indian Income Tax Act, 1961 beginning April 1, 2012. Under the Direct Taxes Code Bill, a non-Indian company with a place of effective management in
India would be treated as a tax resident in India and would be consequently liable to tax in India on its global income. The Direct Taxes Code Bill, if enacted, also
proposes to discontinue the existing profit based incentives for SEZ units operational after March 31, 2014 and replace them with investment based incentive for
SEZ units operational after that date. The implications of the Direct Taxes Code, if enacted, on our operations are presently still unclear and may result in a
material increase to our tax liability.

The Government of India, the United States or other jurisdictions where WNS has a presence could enact new tax legislation which would have a material
adverse effect on our business, results of operations and financial condition. In addition, our ability to repatriate surplus earnings from our delivery centers in a
tax-efficient manner is dependent upon interpretations of local laws, possible changes in such laws and the renegotiation of existing double tax avoidance treaties.
Changes to any of these may adversely affect our overall tax rate, or the cost of our services to our clients, which would have a material adverse effect on our
business, results of operations and financial condition.

We are subject to transfer pricing and other tax related regulations and any determination that we have failed to comply with them could materially adversely
affect our profitability.

Transfer pricing regulations to which we are subject require that any international transaction among WNS and its subsidiaries, or the WNS group enterprises, be
on arm’s-length terms. We believe that the international transactions among the WNS group enterprises are on arm’s-length terms. If, however, the applicable tax
authorities determine that the transactions among the WNS group enterprises do not meet arms’ length criteria, we may incur increased tax liability, including
accrued interest and penalties. This would cause our tax expense to increase, possibly materially, thereby reducing our profitability and cash flows.

We may be required to pay additional taxes in connection with audits by the Indian tax authorities.

From time to time, we receive orders of assessment from the Indian tax authorities assessing additional taxable income on us and/or our subsidiaries in connection
with their review of our tax returns. We currently have orders of assessment for fiscal 2003 through fiscal 2009 pending before the first level appellate authorities.
These orders assess additional taxable income that could in the aggregate give to rise to an estimated  2,194.3 million ($41.4 million based on the exchange rate
on December 31, 2011) in additional taxes, including interest of  764.8 million ($14.4 million based on the exchange rate on December 31, 2011).

These orders of assessment primarily allege that the transfer prices we applied to certain of the international transactions between WNS Global, one of our Indian
subsidiaries, and our other wholly-owned subsidiaries were not on arm’s length terms, disallow a tax holiday benefit claimed by us and disallow certain expenses
claimed as tax deductible by WNS Global. For more details on these assessments, see “Part II — Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Tax Assessment Orders.”

In addition, we currently have orders of assessment pertaining to similar issues that have been decided in our favor by first level appellate authorities, vacating tax
demands of  1,928.8 million ($36.4 million based on the exchange rate on December 31, 2011) in additional taxes, including interest of  584.0 million ($11.0
million based on the exchange rate on December 31, 2011). The income tax authorities have filed appeals against these orders.

As of December 31, 2011, we have provided a tax reserve of  475.1 million ($8.9 million based on the exchange rate on December 31, 2011) on account of the
Indian tax authorities’ denying the set off of brought forward losses and unabsorbed depreciation.
 

131



Table of Contents

In case of disputes, the Indian tax authorities may require us to deposit with them all or a portion of the disputed amounts pending resolution of the matters on
appeal. Any amount paid by us as deposits will be refunded to us with interest if we succeed in our appeals. We have deposited a small portion of the disputed
amount with the tax authorities and may be required to deposit the remaining portion of the disputed amount with the tax authorities pending final resolution of
the respective matters.

After consultation with our tax advisors and based on the facts of these cases, the nature of the tax authorities’ disallowances and the orders from first level
appellate authorities deciding similar issues in our favor in respect of assessment orders for earlier fiscal years, we believe these orders are unlikely to be
sustained at the higher appellate authorities and we intend to vigorously dispute the orders of assessment.

In March 2009, we also received an assessment order from the Indian Service Tax Authority demanding payment of  346.2 million ($6.5 million based on the
exchange rate on December 31,2011) of service tax and related penalty for the period from March 1, 2003 to January 31, 2005. The assessment order alleges that
service tax is payable in India on BPO services provided by WNS Global to clients based abroad as the export proceeds are repatriated outside India by WNS
Global. In April 2009, we filed an appeal to the appellate tribunal against the assessment order and the appeal is currently pending. Based on consultations with
our tax advisors, we believe this order of assessment is more likely than not to be upheld in our favor. We intend to continue to vigorously dispute the assessment.

No assurance can be given, however, that we will prevail in our tax disputes. If we do not prevail, payment of additional taxes, interest and penalties may
adversely affect our results of operations, financial condition and cash flows. There can also be no assurance that we will not receive similar or additional orders
of assessment in the future.

Terrorist attacks and other acts of violence involving India or its neighboring countries could adversely affect our operations, resulting in a loss of client
confidence and materially adversely affecting our business, results of operations, financial condition and cash flows.

Terrorist attacks and other acts of violence or war involving India or its neighboring countries may adversely affect worldwide financial markets and could
potentially lead to economic recession, which could adversely affect our business, results of operations, financial condition and cash flows. South Asia has, from
time to time, experienced instances of civil unrest and hostilities among neighboring countries, including India and Pakistan. In previous years, military
confrontations between India and Pakistan have occurred in the region of Kashmir and along the India/Pakistan border. There have also been incidents in and near
India such as the bombings of the Taj Mahal Hotel and Oberoi Hotel in Mumbai in 2008, a terrorist attack on the Indian Parliament, troop mobilizations along the
India/Pakistan border and an aggravated geopolitical situation in the region. Such military activity or terrorist attacks in the future could influence the Indian
economy by disrupting communications and making travel more difficult. Resulting political tensions could create a greater perception that investments in Indian
companies involve a high degree of risk. Such political tensions could similarly create a perception that there is a risk of disruption of services provided by India-
based companies, which could have a material adverse effect on the market for our services. Furthermore, if India were to become engaged in armed hostilities,
particularly hostilities that were protracted or involved the threat or use of nuclear weapons, we might not be able to continue our operations.

Restrictions on entry visas may affect our ability to compete for and provide services to clients in the US and the UK, which could have a material adverse
effect on future revenue.

The vast majority of our employees are Indian nationals. The ability of some of our executives to work with and meet our European and North American clients
and our clients from other countries depends on the ability of our senior managers and employees to obtain the necessary visas and entry permits. In response to
previous terrorist attacks and global unrest, US and European immigration authorities have increased the level of scrutiny in granting visas. Immigration laws in
those countries may also require us to meet certain other legal requirements as a condition to obtaining or maintaining entry visas. These restrictions have
significantly lengthened the time requirements to obtain visas for our personnel, which has in the past resulted, and may continue to result, in delays in the ability
of our personnel to meet with our clients. In addition, immigration laws are subject to legislative change and varying standards of application and enforcement
due to political forces, economic conditions or other events, including terrorist attacks. We cannot predict the political or economic events that could affect
immigration laws, or any restrictive impact those events could have on obtaining or monitoring entry visas for our personnel. If we are unable to obtain the
necessary visas for personnel who need to visit our clients’ sites, or’ if such visas are delayed, we may not be able to provide services to our clients or to continue
to provide services on a timely basis, which could have a material adverse effect on our business, results of operations, financial condition and cash flows.

If more stringent labor laws become applicable to us, our profitability may be adversely affected.

India has stringent labor legislation that protects the interests of workers, including legislation that sets forth detailed procedures for dispute resolution and
employee removal and legislation that imposes financial obligations on employers upon retrenchment. Though
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we are exempt from a number of these labor laws at present, there can be no assurance that such laws will not become applicable to the business process
outsourcing industry in India in the future. In addition, our employees may in the future form unions. If these labor laws become applicable to our workers or if
our employees unionize, it may become difficult for us to maintain flexible human resource policies, discharge employees or downsize, and our profitability may
be adversely affected.

Risks Related to our ADSs

Substantial future sales of our shares or ADSs in the public market could cause our ADS price to fall.

Sales by us or our shareholders of a substantial number of our ADSs in the public market, or the perception that these sales could occur, could cause the market
price of our ADSs to decline. These sales, or the perception that these sales could occur, also might make it more difficult for us to sell securities in the future at a
time or at a price that we deem appropriate or to pay for acquisitions using our equity securities. As at December 31, 2011, we had 44,665,791 ordinary shares
outstanding, including 22,675,081 shares represented by 22,675,081 ADSs. In addition, as at December 31, 2011, there were options and RSUs outstanding under
our 2002 Stock Incentive Plan and our Second Amended and Restated 2006 Incentive Award Plan to purchase a total of 3,332,218 ordinary shares or ADSs. All
ADSs are freely transferable, except that ADSs owned by our affiliates, including Warburg Pincus, may only be sold in the US if they are registered or qualify for
an exemption from registration, including pursuant to Rule 144 under the Securities Act of 1933, as amended, or the Securities Act. The remaining ordinary
shares outstanding may also only be sold in the United States if they are registered or qualify for an exemption from registration, including pursuant to Rule 144
under the Securities Act.

The market price for our ADSs may be volatile.

The market price for our ADSs is likely to be highly volatile and subject to wide fluctuations in response to factors including the following:
 
 •  announcements of technological developments;
 
 •  regulatory developments in our target markets affecting us, our clients or our competitors;
 
 •  actual or anticipated fluctuations in our three monthly operating results;
 
 •  changes in financial estimates by securities research analysts;
 
 •  changes in the economic performance or market valuations of other companies engaged in business process outsourcing;
 
 •  addition or loss of executive officers or key employees;
 
 •  sales or expected sales of additional shares or ADSs;
 
 •  loss of one or more significant clients; and
 
 •  a change in control, or possible change of control, of our company

In addition, securities markets generally and from time to time experience significant price and volume fluctuations that are not related to the operating
performance of particular companies. These market fluctuations may also have a material adverse effect on the market price of our ADSs.

Holders of ADSs may be restricted in their ability to exercise voting rights.

At our request, the depositary of the ADSs will mail to you any notice of shareholders’ meeting received from us together with information explaining how to
instruct the depositary to exercise the voting rights of the ordinary shares represented by ADSs. If the depositary timely receives voting instructions from you, it
will endeavor to vote the ordinary shares represented by your ADSs in accordance with such voting instructions. However, the ability of the depositary to carry
out voting instructions may be limited by practical and legal limitations and the terms of the ordinary shares on deposit. We cannot assure you that you will
receive voting materials in time to enable you to return voting instructions to the depositary in a timely manner. Ordinary shares for which no voting instructions
have been received will not be voted.

As a foreign private issuer, we are not subject to the proxy rules of the Commission, which regulate the form and content of solicitations by US-based issuers of
proxies from their shareholders. The form of notice and proxy statement that we have been using does not include all of the information that would be provided
under the Commission’s proxy rules.

We may be classified as a passive foreign investment company, which could result in adverse US federal income tax consequences to US Holders of our ADSs
or ordinary shares.

Based on our financial statements and relevant market and shareholder data, we believe that we should not be treated as a passive foreign investment company for
US federal income tax purposes, or PFIC, with respect to our most recently closed taxable year. Based on the current and anticipated valuation of our assets,
including goodwill, and composition of our income and assets, we do not expect to be a PFIC for our current taxable year or in the foreseeable future. However,
the application of the PFIC rules is subject to uncertainty in several respects, and we cannot assure you that we will not be a PFIC for any taxable year. A non-US
corporation will be a PFIC for any taxable year if either (i) at least 75% of its gross income for such
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year is passive income or (ii) at least 50% of the value of its assets (based on an average of the quarterly values of the assets) during such year is attributable to
assets that produce passive income or are held for the production of passive income. We must make a separate determination after the close of each taxable year
as to whether we were a PFIC for that year. Because the value of our assets for purposes of the PFIC test will generally be determined by reference to the market
price of our ADSs and ordinary shares, fluctuations in the market price of the ADSs and ordinary shares may cause us to become a PFIC. In addition, changes in
the composition of our income or assets may cause us to become a PFIC. If we are a PFIC for any taxable year during which a US holder holds an ADS or
ordinary share, certain adverse US federal income tax consequences could apply to such US holders. See “Taxation—US Federal Income Taxation—Passive
Foreign Investment Company” in our most recent annual report on Form 20-F.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunder duly authorized.

Date: January 20, 2012
 

WNS (HOLDINGS) LIMITED

By:  /s/ Alok Misra         
Name:  Alok Misra
Title:  Group Chief Financial Officer
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EXHIBIT INDEX
 
Exhibit no.   Description
99.1

  

Form of the Second Amended and Restated WNS (Holdings) Limited 2006 incentive plan — incorporated by reference to Appendix A to
WNS (Holdings) Limited’s Proxy Statement which was furnished as Exhibit 99.3 of its report on Form 6-K (File No. 001-32945), as
furnished to the SEC on August 12, 2011.
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