2 City Online

Internet Services with world class technology

| NINTH ANNUAL REPORT
2007-2008



CONTENTS

Page No.
Board of Directors 2
Notice 3
Directors Report 4
Management Discussion & Analysis Report 7
Report on Corporate Governance (Mandatory Requirements) 8
Non-Mandatory Requirements 14
Auditors Report 15
Balance Sheet 17
Proft andLoss Account T
Schedules 19
Cash Flow Statement 25
Balance Shest Abstract and Business Profile 26

Proxy Form 27



M. 5. Raghava Rao
Mr. Ch. Herinath

M. R, Krishna Mohan

M. SV, Kanaka Seshu
Mr. v Satyanarayana

M Thomos P. Nicodamus

Mr. M. Nageswara Rao

Registered. Office

Branch Offices

Auditors

Bankers |

Registrars and Sha
Transfer Agents.

Board of Directors

Chairman and Managing Director

Executive Director

© Director (Finance & Administration)

Nominee Director (APIDG)

: Director

: Director

Director

701, 77 Floor, Aditya Trade Center, Ameerpel,
Hyderabad ~500 038

et Wing, 14 Floor, Mittal Towers

MG Road, Bangalore- 560001

405763, AVR. Mcade, i Nager,
Benz Circle, Vijayawada —

MIG — 48, Sector -5, MVP Double Road,
Above HDFC ATM, Visakhapatnam — 17.

: Prasad & Prasad,
ch tants

Hyderabad

Oriental Bank of Commerce

XL Softech Systems Ltd
3, Sagar Society, Road No.3,
Banjara Hils,

Hyderabad ~ 500



NOTICE

Notice is heraby given that the Ninth Annual General Meeting of the Company will be held on Monday
September 29, 2008 at 11.00 AM at the Registered Offce of the Company at 701, 7 Floor, Aditya Trade

‘ORDINARY BUSINESS:
1. Torecel 008,

‘and Auditors thereon.

offers him-self or reappointment.

. Toapoint o Discirnplece of V. Safyanrayana who s by rtaton e beng g
offers him-self for rappoint

4 Hyderabad,

Annual General Meeling of the Company and autharize the Board of Directors to fix their

By order of the Board
Place Hyderabad S Raghava Rao
Dated : 02002008 (Ghairman and Managing Director
Notes:

1) AMEMBER ENTITLED TO ATTEND AND VOTE AT THE MEETING IS ELIGIBLE TO APPOINT A
THE PROXY.

NEED NOT BE AMEMBER OF THE COMPANY.

hours before the time fixed fo the Moeting.

9 Tho Rogiste of Members of iho Campany wil remain losed from Friday Sepembar 26,2008 1o
Monday, September

the Metr
o wite 1o the Gompany at least one woek befora the Mesting enabling the Chairman o keep the.
Information ready o reply at the meeting.




DIRECTORS REPORT

Dear Mombers

the. 8 s Report thereon
Financial Results:
Partioulars:
Sch.No
INCOME
a) Income from operations sz 4o
b) Otherincome. 8 0167
TotaL T e
) EXPENDITURE
a) Operating Ex; o | 28700871 24923970
b) Payments & Benefits To Employees: 10 | s7o7ast  3gnose
<) Administrative Expenses 1| meoe1s 8726138
) Seling Mk 12 | 1sseer2
AL 54304320 37461
1)) PROFIT BEFORE INTEREST AND DEPRECIATION 8072622) 3980603
rost 3 745052 732016
V) PROFIT BEFORE DEPRECIATION (8818574) 3248587
preci 5 2203542 3155720
PROFIT (LOSSIBEFORE TAX (1.022,18) 92367
Vi PROVISION FOR TAXATIO
For CurrentInc =
For Deferred lnmmu Tox Labilty (Asse) sz aa: a6
Fringe Bene 2111
PROFT I (LOSSIAFTER TAX o1 os«) (3,944,552)
Balance. Last 241
(CE CARRIED OVER TO BALANCE SHEET (aat6se9 (000500
Basic and Diluted Earnings Per Sh: (190) (0

Review and Prospects
The yoar 2007-08 h

& promising year for your company.
considerably, the same growth took time {0 percolate down {0 our business.
i f nat enough,

Although the Indian ecoriomy
Aoy i

s increasing the.

Prcreased the umover significantly. Similary your company has also iniaied Wil networking business.

urdos or R8D, raining for seting up wif networking.
par in one or two

By providing reglona Indian channels in USA through 1P
Your

the suppliers and also was able to increase the volume.

Hospitalty,
‘and bandwidih services.

J—



and provide VoIP services from its own gateway and gatekeeper.
Linthe

Warng
ot il Kametaat o catsr the Syt Necis Sl i, We wil b0 b opeai m af roce
fowns before March 20

plans to cater to most of o

states.
With opering up phony ¥ par

‘company is well prepared lo start telecom business.

high end storage servers again through intermal resouces.
ixed Deposits:

Companies Act, 1956 are not appiicable to the Company
Directors:

v.

ponsibility statement

“The Directors
ek i e Seclon 217 (2AA) o fhe Gomperis ot 193, i espct of e M
statements s

@
(1) That the directors had selected such accounting policies and applied them consistently and made
judgments and estimates that are reasonable and prudent 5o as o give a true and fair view of the

o

forthat period;

for preventing and detecting fraud and other iregularties;

Auditors

ppol
224 (1 1956,

rs Report
our Directors reply o the Auditors report that

of all Capital ftems and its usage.

systems

) Campany hes unispued arfount payale Inrespec of Income lax R, 3,60 Lakns (TDS) Lakne
Service Tax 5,69 Lakhs. occurred
g i g S S A A e o

levels and have planned to clear al the statutory dues
d) The Company has made payments to provident fund authorities with some delays ue to financial

Corporate Governance:

with the Hyderabad Stock Exchange Limited and Bangalore Stock Exchange Limited
5



Particulars of Employess
In pursuance of the provisions of Section 217(2A) of the Companies Act, 1956 read with the Comparies
1975,

Cnmpum:sm 1956,

s dichliindi
217(:

por , 2008

A a) : s squipment
uch o air condiinas, compust (emminels, lohing
2nd ulfies iy the work premiss. Al possible

ures m aken fo conserv enery by

mm.pmm.g pelasdbed e

nd proposals
i any being Wplamonted oc the. I eetnnot consumption of energy.
of consumption of ene
©)  Impactof measures at(a) and (b) above
for reduction of energy consumption
e consaquen inpact o
production of
B Researchd Devuiupm'nl and Technology  : The Company has not setup separate R & D
Absorption department. However our technical people who run
the day-to-day operations of the Company are doing
R &D work in the ields of Wireless connectivity and
VOIP Technology. No extra costs invalved for the
purpose of R&D.
C Foreign Exchange Earmings & oulgo : 200708 | 200607
uss
o s Nil NI
Used
3 o rsion Teveis Usses11 Nil
i) On Account of Licenses & Registration US32500 US$2500
i) On account of Hardware purchase. US$10412.22 ush0saz
i¥) On account of Bandwidth charges Ni
V) On account of VOIP Services US$62,527.11 ussss 71348

owledgem:
et place e b otocaion e s o, sortpotsce, s otk 0
a Company
the year.

o
Your umwrs specally thank the Central Government, State Governments, Department of

For and on behalf of the Board of Directors

Place
Date

Hyderabad . Raghava Rao
02092008 Chairman and Managing Director




MANAGEMENT DISCUSSION & ANALYSIS REPORT
{Annexure to Report on Corporate Governance]
Pursuant to Clause 49 of the Listing Agreement, a Management Discussion & Analysis Report is

Overview

Regarding Company Business.

BPO companies both at Hyderabad and Bangalore.
INTERNAL CONTROL SYSTEMS AND THEIR ACADEMY

o ensure ffectiveness.
OPPORTUNITIES AND THREATS
Opportunities

the expansion plans pany ] o the customer
the existing customers.

Threats

Place : Hyderabad For and on behalf of the Board of Directors.
Date : 02092008

S. Raghava Rao R. Krishna Mohan
Director  Direcor-




CCORPORATE GOVERNANCE
(Mandatory Requirements)

1) Company's Philosophy

W del WA i Sk Aol e o ki i of b
regarding the finanancial situation performance, ownership and governance of the

the frust and confidence of the stake hoiders.

inits

2) Board of Directors.

The curentpolcy i o have an optinum combinaton of Exaculvs and Nor-axscilve Desclors, o
of seven mer
1 Lot o ot es edogapion Deetiors i s scoutvs Dieck e oo

ensure the independent functioning of the Board. The

ihom ar
Nominee Director

. three of

Composition and Category of Director
Woof  [Noof  [Noof [amen-
e |Meotings . faanceof
Name of irector Category | Designation ips in  fesch
e tsst the Boargfarectorin
francial o other i ast
ear
Mr. S RaghavaRao  |Promoterand | Chaiman
Exécutive and Managing|
Director 5 5 1 Ye&
e, Ch. Harinalhy Promoterand | Executive
Execuiive Director
Director 5 4 Nl Yes
Mr.R. Krishna Mohan | Execulive Director
Director Finance and
dminisirati s 4 Nl Yes
Mr. S V Kanaka Seshu Director 5 1 ki No
e W, Director
Non- Exécutive
Director 5 5 1 Yes
[ Director
Non- Execulive
rector s 1 2 No
W V. Director
Non- Executive
Director 5 4 Nil No

None of the Directors hold membership() in committees of the other companies.
8




T

Meetings of the Board of Directors

During the financial year 2007-08 the Board of Directors met 5 times on the following dates: April 30,
2007 July 31, 2007, September 3, 2007, October 31, 2007, and January 31, 2008

3) Audit Committes

o 1o the Board of Direciors in

1 their com-

plance thereof.

the.

to ensure
&) Recommending the appaintment of extemal auditors and fixatio of thei audi fee and also 2p-
proval for payment for any other services.

9
the Board.
Composition and Other Details

Director (Finance & Administration)

2007, July 31,
2007 September 3 2007, Oclober 31, 2007 and January 31, 2008,
The quarterly and annual audied financial statements of the Company were reviewed by the Audit

internal control systems and the conduct of intenal audit
The Chaifman of the Commitiee M. M.Nageswara Rao was present at the previous AGM to answer
; queries.

members'q
L ) Remuneration Committee

>

Composition and other details

the Execuive Directors.



5 Share Transfer Commitiee

1 accordance wit cause 49 Para VI (D) of the Lstnd agreement f the Stock Exchange. e Board
o ansiiuted a Share Transfer Commitiee

& Investors’ Grievance Comiites

o focus on the shareholders'gievances (WAL
tothe Board of

As
s engihering investorrelations, an InvestorS
Directors has been constiuted.

e fanclions of the Comittee include:

To spec tors! grievances pertaining 1o
)  Transferof shares
b)  Demateriaizationof shares
) mﬁmmmuwswmmmm
4  Noneceiptof ightsbonusiepit share certficates
o) Otherrelatedissues
The Gomittea focuses on sengihering inveS(or relaions.
i the year and ces or complaints.

received during the year

The Infemal Monitoring Commitiee of e on Jar
T erios consiss it he folowing mebers

—_

—m_

o Commities met 3 times during the year 19 “eview the operations including the ‘commercit
T ofons o the Company. Al the mermbers prese™




8 Others
Name and Designation of Compliance officer: M. P LiRayudu, Manager (Accoun's)
&) Details of complaints for the year 2007-08:

[CstNo[Nature: ‘Number

= 206708
Fecelved [Recelved [Recelved Attended
1| Demateraization Remateriaization T " N N
2| Loss of shares/Duplate Certcate ~ N [
BED i N T
4| Transfor of shares i i o1 ot
s |owes NI [ Ni NI
b

o) Mombors may contact Secretaral Circle of the Company for thlr querie, i any. t
Telephon No. + 91 40 23757489(5 Lines), and Fax No. + 91 40 237

9) Venue and Time of the Last Three Annual General Meetings (AGM's)

Financial Year Date Venue Time.
2004-05 ‘Seplomber 30, | 8:2:248/A, Maharshi House, Banjara Hils,

2003 3, Hyderabac-34 11,00 AM.
200506 ‘September 29, | 701, 7" Floor, Aditya Trade Centre, Ameerpet,

1100

200807 September 29, | 701, 7* Fioor, Adiya Trade Cenire, 11.00 AM

2007 Amserpet, Hyderabad-500 038.

were passed

prominence and capacity.

0) Disclosures

. win
s romolers, th Dieckors or e Mansgement. o elaves elc., having potential conflct wih the-
ferests of Company atlarge.
e have ol boenany nom-complancs by the Compeny i geners)and o pereles of strictures.
imposed on the Company by Stock Exchanges or SEBI or any statutory authoriy, on any matier
related o capital markets, during i ke v

par Corporate Governance, as required
by the Listing agreement"

11) Means of Communication

e Sheel,
unt including Schedules and notes thereon, press releases, s veseraionn et
honal invsors or anayis are posted on the Gompany s web s, ww.iyonlines.com

n



The Business.

The quarterly.
Standard, the Telug newspaper).
Al material information about the Company is promptly sent through facsimile to the Indian Stock

Exchanges where the Company's shares are listed and released to wire servces and the press
otermation of publc atlarge. Besides, the Company disseminates informalion through press meets
and analyst meets.

reportIs provided elsewhere in the annual report.

General Shareholders Information

) 29 2008at 11.00am. at
Registered Offce, 701, 7* Floor, Aditya Trade Center, Ameerpet, Hyderabad ~500 035.

b) Financial calendar for the year 2008-09 (tentative):

Financial Calendar

i) Financial reporting for the quarter ending 30° June 2008 July 31,2008
1) Financial reporting for the Quarter ending September 30,2008  : _ Oclober 31, 2008
) Finandia reportng or the quarter ending December 31,2008 January 31, 2000
) Financial reporting for the Year ending March 31, 2000 ‘April 28, 2009
o Soptember 26, 29, 2008 for
'2007-08 (both days inclusive)
) RegistersdOffice  : 701, 7 Floor, Aditya Trade Center, Amoerpet,
o) Telephone & Fax  ©  9140-23757469(5 Lines), and Fax No. + 814023733042
Website W
f) Listing Details
The Shares The
fsting fee for the period 2007-08 has been paid {0 these Stock Exchanges.
Address of the Exchange
The Hyderabad Exchange Limited The Bangalore Stock Exchange Limited
6-3-654, Opp. Eramanil Bus Stop P. B. No. 27024, No. 51
Somajiguda ‘Towers, 1 Floor
iyderabad-500 082 J.C. Road, Bangalore-560 027
g) Stock Code. 6404, CITYONHHSE)
h) Market Prics data
i Average
Monthly Low High
Ni Nil
0 Inde:
hence not appicable:

Registrars and Share Transfer Agents
L No 2, Banjara Hils, Sagar
couety, Hyderabad -500 034 Tel: 040-23553214 and Fax 040-23553214. SEBI regislered Regls.
trar,as the Sha o Transfers, sub-division, consolidation, Spiting
of secuities, etc.. i req
o Bemat and Remat shouid be sent diectly to Mis. XL Softech Systems Limited. Shareholders.
i orCDSL

‘Agreements with both these Deposiories




k) Dematerialization of Shares as on 31-3-2008 and liquidity

NSDL cosL
Fully paid up shares * 2148786 282014
) Distribution of Sharehoiding as on March 31, 2008
1) Distribution of Shareholding as on March 31,2008
SiNo Rs. Ra.|No. of Shares] % to Total | No. of Holders | % to Total
1| upo 5000 96 20 675
2 | 5001 | 10000 8700] 017 el 56
3| 10001 [ 20000 22678 0.45 13 225
4| 20001 | 30000 G04z00] 184 2337|4100
5[ a0001 | 40000| 313517 614 81 1401
& 40001 | 50000] 402150] 788 B[ 1453
7 001 | 100000 399100 782 46 7.66
8| 100001 _[And Above. 24 8550 o] 1194
5104700] _ 100.00. 57810000
m) Patter of Shareholding as on March 31, 2008
S No[Categor Shares
Numbers 3
d 250,000 P
[2[Prvate Cor 432,497 a8
e 200000 39
Non Resicent Indiens. 20,000 038
[5[Promoters 591250 5%
icont Indviduals 36,10953 7076
e 51,04700 T00.00%
) Address for correspondence City Oniine Services Limi

5) The Company's Registrars are

minre Amy-Yuu- Center, Ameerpet,
derabad ~500 038.

ameely

Fax: 0403366737

e Krishna Mohan

tkmohan@ciyoniines.com




Non Mandatory Requirements

) Chairman of the Board

all the Board Meetings

b)  Sharehoider Right =
nowspaper) havig wide ciculalion and e sams e posted on the Company's website
etyoniines.com). It i not considered necessary at this stage (o send the same (o the
shareholders.
) Postal Balot
A, d her i the same
Certificate
Certiicats on compiance with the provisions of Corporate Governance pursuant to Clause 49 of
Uisting Agreement
zoox rtating to compliance wih provisions of Corporate Governance Dot Cluse 49 of
the
o
Agreement.
ForCh. Veamn;ancyulu & Associates
ny Secretaries
Place :  Hyderabad h. Veeranjaneyulu
Date 02092008 CP No. 6392




AUDITOR'S REPORT TO THE MEMBERS OF CITY ONLINE SERVICES LTD.

imited, as at 31", March, 2008,
and the related Profit and Loss Account and Cash Flow Statement fo the year ended on tha dalo

e on the
financial statements based on our audi, &

Those

o Toamear samants are 8 of Dol mssiatemonts. An sudt incudes examining, on  test
basis, evdence supportng the amounts and disclosures in the inancia statements, An audit siso

well a5 evaluating the overallfinancial statement presentation. We befive that our audit provides &
reasonable basis for our opinion.

200: (Auditors

2004,
i 1956 of India (the.

. we give in the matters
graphs 4 and 5 of the e der

we report that:

) We have obtained al the which {0 the best
belief were necessary for the purposes of our audit:

) Incur piion,proper
‘appears from our examination of those books:

in agreement with the books of account;
d) Inour opini
this section 211

) On the basis o witien representations received from the directors and taken on records by fhe
the director disqualified

sub-section (
the Act:

pi e
< financial statements fogether wih the notes thereon and aitached thereto give in the pre-

the accounting principles generally accepted in India
&

i 2008;
i Inthe nt, of the Loss
i the year
For Prasad & Prasad
Place: Hyderabad Chartered Accountants

Date: 02.09.2008
K.Udaya Kishore
Partner






ANNEXURE TO THE AUDITOR'S REPORT
Referred o In paragraph’a of our report of even date:

(i) @) The company is maintaining proer records showing ful particulars , including Quantiative
detals and situation of fixed assets

b)
ble interval :
o) g the the fixed assets and
the company is a going concern.
(W a)
b) stocks  management is in our opinion
r of he business.
©)  The company is maintaining proper records of inventory and no materil discrepancies have
() o , secured. y
of 1955
)
In our opinion,
w i
of the compa-

s Act, 1956 have been so enfered.

(Vi) The company’s Intemal Audit system needs to be strenghtend commensurate with the size and
nalure of business.

i)

sub-section (- . Ves Act, 1956 pany.
() i deposiling the
Income
Tax, Value added Tax, Wealth tax, Custom duty, Excise Duty, except Service Tax of Rs. 5,69 Lakhs
otstandingas at March 31, 2008

payable.
(o) T compey et o i oo e e o e bl O A oy of s o
Mty ties to any party.

(s The Company has ot been deaingor acing  shares, securties, dabertures ar cther nvest
ments during the inancialyear.

pa
tions during the financial year.

)
(:v) The funds raised on short-ferm basis ng-te
during the financialyear.

inthe Regl 301 of 1656,

(i
(i) No fraud on or

For Prasad & Prasad
Place: Hyderabad Ghartered Accountants
Date:02.09.2008

K.Udaya Kishore

Partner
MNo. 16023




Place : Hyderabad
Date :02.09.2008

‘CITY ONLINE SERVICES LIMITED
- Balance Sheet as at 31st March 2008
Seh. & et
B ] it | tiioor
|| sources oF Funps -
(1) SHARE HOLDERS' FUNDS
(a) Share Capital 1| se0s83%0 53435830
(b) Reserves and Surplus 2 400,000 400,000
Sub- Totel 56,498,330 53,835,830
(2) LOAN FUNDS
(@) Se 3 4021450 3832200
(o Deere T ity 4 1,698,189 3204427
TOTAL 62,217,969 60962457
Il | APPLICATION OF FUNDS
(1) FIXED ASSETS
(2) Gross Blocks 49404329 45573224
(b) Less: Depreciaion 20877098 18673557
Net Block 20527230 26,899,667
(2) CURRENT ASSETS,LOANS & ADVANCES
(@) Invento a)| 5492704 5467629
(b) Sundry Deblors s(b)| 14162443 17,356.531
(c) Cash & Bank Belances s(c)| 2069050 2043585
(@) Loans & Advances 6(d) 563,125 11886553
Sub- Total 30287322
Less: CURRENT LIABILITIES & PROVISIONS »
(a) Current Libilties 7a)|  4s90076 5369228
(5) Provisions 7b)| 5223082 904,988
Sub- Total
NET CURRENT ASSETS
| Profitand Loss Account
TOTAL 62217,969 60.962457
NOTES ON ACCOUNTS 14
f |
For and on behal of Board of Directors
our Report of even date.
Fnl Prasad  Prasad
red Accountants  +
SRAGHAVA RAO
Chairman and Managing Difector
K. UDAYA KISHORE R. KRISHNA MOHAN
Partner Director



‘CITY ONLINE SERVICES LIMITEI
PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 315t MARCH 2008

51533008

INCOME
2)  Income from operations

8 w2412
89288

41082642
30,167

5) Other Income,

ToTaL 1441809
EXPENDITURE

2) Operating Expenses

b) Payments & Banafis To Employees
&) Admiristative Expenses

) Seling Marketing Expenses

2002397
3811089
872613

ToTAL

{l)  PROFIT BEFORE INTEREST AND DEPRECIATION|
Interest

(8072622
745952

(@818574)

PROFIT BEFORE DEPRECIATION

Depreciation 2203542

(11,022,116)

V)  PROFITILOSS)BEFORE TAX
VI)  PROVISION FOR TAXATION
For Gurrent Income Tx.

For Deferred TaxLiabity (Asset)
For Finge Benefi Tax

(1,596,236)
288070

3826316
211,108

PROFITLOSSIAFTER TAX (9,713,950 (3044852)

‘Ad: Bslance Carred for Last year
'BALANCE CARRIED OVER TO BALANCE SHEET
Basic and Dited Earnings Per Share

(3,602,605)
(13316,555)
(.90

1940
(3.602608)
(©30)

NOTES ON ACCOUNTS 14
For and on behalf of Board of Directors.
As per our Report of even date
For Pri
Chariered Accountants
S.RAGHAVA RAO
Chaitman and Managing Director
K. UDAYA KISHORE R. KRISHNA MOHAN
Partner Director

.+ Hyderabad
Date £02.09:2008



CITY ONLINE SERVICES LIMITED
Schedules forming part of Balance sheet and Profit & Loss account
31052008 31032007
Rs. Re.
SCHEDULE -1 =
'SHARE CAPITAL
Authorized Capital
(77,00,000 Equity shares of Rs.10/- each) 77,000,000 77.000000
ied Capital
70,00,000 Equity Shares of Rs.10/- each 70,000,000 70,000,000

‘Subscribed, Called up and Paid Up

‘Subscribed and Called Up Capital
69,25,000 Eqity Shares of Rs.10)- Each

Paid Up Capital
51,04,700 Eqity Shares of Rs.10/- Each 51047000 44847000
(Provius Year 4484700 Equty Shars)
{01t abov 357500 Ealy hrenf .10 cach

Issued for consideraton other than cash)

Share Forfeitu 4601330 6151330
{255,300ty Smres o party ok u5)

Share Application Money 450000 2437500

SCHEDULE -2
RESERVES AND SURPLUS

Copta vesentSubad fom Covemmentof Achva Pradesn 400000 400,000
Profitbi from P8L account T ey

SCHEDULE -3

From Oriental Bgnk of Commerce
(Secured by Hypothecation of stocks and Book Debs of the:
Company and personal Guarantee of Three

Directors of the Company).

‘SCHEDULE -4
Deferred Tax LisbityAsset)
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CITY ONLINE SERVICES LIMITED
Schedules forming part of Balance sheet and Profit & Loss account

032008 31032007
Rs. Rs.
SCHEDULE -8 -
OPERATIONS
Income from Interet Services 39,652,281 31,896,665
Income from VOIP Services 6186501 6403059
Saleof Hardvare 301,600 2782918
~weanan woezea
SCHEDULE -9
OPERATING EXPENSES
Communication Cost 21664163 17062449
Costof Sales 300000 1044488
. 3303075
1SP Membership fees 100000 121,338
Domain Neme Registration Exp 11534 25682
‘Cyber Café Maintenance Expenses - 350
Tower Renls 611,388 -
Repairs and Maintenance as2717 466698
Electriiy Charges 1381480 1306758
Generator Mainenance 45918 »
Prior Period Expenses 4213771 c
SCHEDULE
|
PAYMENTS & BENEFITS TO EMPLOYEES
Salaries, Wages and Other Beneis 5575185 3gs7822
‘Staff Welfare Expenses. 132, 153,267 ‘
5,707,351 381108
SCHEDULE .11 =
ADMINISTRATIVE EXPENSES
Rent 1596676 160433
Postage and Telegrams 34658 78019

Telephone Expenses 669,341 682330



CITY ONLINE SERVICES LIMITED

Printing and Stationery

License, Fees and Taxes.
Insurance

Bank Charges

Offie Maintenance Expenses.
News papers and periodicals
Cormrey s e

Discount On Sales

Security Service Charges
‘Share Transfer fee
Mebership&Subsciption Fees
Vehicle Maintenance

Misc. & General Expenses

puters M
Bad Debls Witten Off

SCHEDULE.

SELLING & MARKETING EXPENSES
Sales Promotion Expenses.
Sales Comyssion

SCHEDULE-13

INTEREST
Onowe

For Delay or

o i s

Schedules forming part of Balance sheet and Profit & Loss account

Conveyance and Travellng 538,

31.03.2008 31.03.2007
Rs. Rs.
2538075 1640028
15774 115201
1,001,546 459271
27,487 70,508
61,080 59,193
258230 663
7,015 17825
707,843 449,431
1500000 1,653,400
1,000 1
140,000 0,000
21265 55128
507,279 207920
566,001
38394 125,832
691 84523
241,401 -
30000 50,000
16,667 =
129,299 -
65,807 54842
7775 -
8180027 -
S e e
17,906,128 5,726,138
19500 o
1970372 o
e e
1989872 o
715002 732016
29284
6696
ot ] S
745952 732016




SCHEDULE-14
NOTES FORMING PART OF ACCOUNTS
SIGNIFICANT ACCOUNTING POLICIES
) General
“The financial statements are prepared under the historical cost convention on the basis of a going.

() Revenue Recognition
Leased line income is recognixed on the basis of areesmens entered with the custonerrs.Voip In-

other
{ime ulized b the Customers. Al oher sales are rocognized on the basi o raies greed upan
between the company and the cus

() Fixed Assts and Depreciation
o

xed assets are stafed at cost. The cost of fixed assels comprises of pre operative expenditure.

(V) Inventories

wmpnny s valing eniores ot e o e e b e e i any s not
provided in the fin e
V) Rotirement Benefi

(V) Transaction in Foreign Exchange

Contingent Liabilities:
(V1) Income Tax and Deferred Tax

Counter

i o Deperiment o Tolscom (00T) |Govemment o nda for Due Perormance of 1P s -

00,000-(Previous Year Rs.20, 00,0 ‘

(1X) Provisions, And Contingent et

Managerial Remuneration:

A provision is made based on a reiable estimate When itis probable ason 31 ason 31

Mar 08,

s if maerial are disciosed by

Way of noles of Accounts

‘Segment Reporting for Managing Director 540,000 653,400
Theen for s ks 90000 1,000,000

1500000 1,653,400
00 Ao S

rds Statutory Audit 100000 60000
Mg towards tax audits 40000 30000
Towards certication work L =

(Xl) Service Tax 140,000 82650

EN Eamings in Foreign currency Ni [

5. Expenditure In foreign currency:
(1 On Account of icenses and Registrations, US$2500  us$2500



(11) On Account of Hard ware purchases. usstouazz s aa0o22
() On Account Of Bandwidih charges. i

(1) On Account of Void Services ysyeziat US$88713, Az
() naccountof Foreign vl USS 55
& Addiiontinormeton Pt to the Provisions of paragraph 3 of Part 11 SonecideViofthe o
pani m(l\sceﬂ\red oy i managoment)
¥ e Rs
Saeof Hor soio00 2782918
b) Quantative D-Il\!:uhl o of sl of Hartware ay
Opening Stock NA saeTs2r 4141930
Add Purchases NA 325075 3270,185
Less costo of Sales NA 300000 1,944,486
Glosing stock NA 5492704 5467629
o e e o Reconcilations
8
o Sundry creditors:
10 Previr necessary.
1, Inrespectof Voip ncome basis of billng s not avaflabl for vrification

2cHiE kb
rdware ftem: 4,15 5
e party. ﬂ»xc)»:ule
As per 18, Issued by the s of India, the-

v related par e have taken
e and rlationsh
sr No. Name of the Related Party Relationship
Slesser & 2

u) T i related parties during the year

Key Management Personnel Total

A AssotiWP

Assels Puv:ha:sﬂ IAddition during the year 85000 85000

B Expend)

Puranassof g Sty 21375 21375
\ 106375

14, Sales are reported net of servica tax
For and on behalf of Board of Directors
s porour Reportof et i date
For Prasad &
e s
S.RAGHAVA RAO
Ghairman and Managing Director

K. UDAYA KISHORE R. KRISHNA MOHAN
Partner Direcor

Pace : Hyderabad
ato : 02.09.2008

IR——



. CITY ONLINE SERVICES LIMITED
CASH FLOW STATEMENT FOR THE YEAR ENDED 31 st March 2008
g YearEnded | Year Ended
A Cash Fow from Oparaing Aciies
NotProfi Belor naostand T 1022116 624885
Adjustment or Depreciato 2203542 3165720
P perod Expanaes Witen OF 21371
Bad bebs written off 8189027
| Interst Paid 745052
| Cash Generated befors changes in working capital 4330176
(Increase) Decrease in Inventory 25075
(incroas) Docresseln Sundly ebior 4994942
e reteey Doomas Lo and canin 890343
e ocreane n Gt iiles s Provislons 3618926
Net Cash Flow from Operating Activties 2038782
Income Tax o
Fringe Beneft Tax 288070
Defferod Tax Liabil :
NetGash Flow rom Opartng Acthies 750672
ash flow From Investing Act
Purhengof Fxoapssen 3831105 3083788
Sale. Asse o 0
Interest and Dividend Received e IR RS
Net Cash Flow used in Investing Activity 3831105 3083788
C. Cash Flow from Financing Activiies
from Re-issue of Shares. 2662500 1687500
ocabta ofShre Appcaton Money P Altmert ol 2e37500
o
it 745952 732016
Repaymentof 1613618
Weing Copal oan 189250
| Net Cash Flow used inffrom Finance AnMry [_ziosres | rrence |
| GpeninaBatns of cash s cosh s 2043685 762
P etrasce] i Caand o Eialote 25365 332523
L 2089050

2043685
For and on benalf of Board of Dirsciors
s per our Roport of even date

For Prasad & Prasad

Chartered Accountants
 RAGHAVA RAO

& iman and Managing Director
K. UDAYA KISHORE R. KRISHNA MOHAN
Partnor Director

1

Place : Hyderabs
Date :02.002008



‘Balance Sheet abstract and C: 's Gens ss Profile

| Rogistration Detalls

Balance Shee Date:

Capltal Ralsod During the year
Publc lssue

82114 Stato Cods 1
31032008

Il Position of Mobllisation and Deployment of Funds

Total Liabiltes.

Hem Coda No. (ITC Code)

30042001335
30052001304

As per our Report of even date.
For Prasad & Prdsad
Chartered Accountans

K.UDAYA KISHORE
ar
MNo.: 16023

Placo :Hyderabad
Date :0200.2008

NL  Rights lssve NL
NL  Private Placement 6200
62218 Total Assets. 62218
- Resorves & Suplus 40
4,021 Unsocured Loans NL
28527 Investments NL
20374 Misc. Expenditure N
13317
Total Expenditure 734
190 Dividend (%) NL
Product Descrption Internet Service
Provider

Forand on behalfof Board of Dirsctors

S.RAGHAVA RAO
‘Ghairman and Managing Director

R. KRISHNA MOHAN
Director




"CITY ONLINE SERVICES LIMITED

Rega. Oftcs 701, 7 Fior, Adiya Trade Cnie, Ameerpe,Hyderabad - 500 038
PROXY FORM

members o the abova named company hereby sppint

Monday, 2008
ment hereot
o . Aetx
Signed tis day of Soptember, 2008. an
Reverus
st
NoTE

)
b) Praxy neod not be a member.
hours before he tima fixed fo hoding the mesting.

CITY ONLINE SERVICES LIMITED
Regd. Offce : 701, 7 Foor, Adtya Trads Centr, Ameerpet, Hycers

ATTENDANCE SLIP
(Piease present i sip at e entrance of the meatng venue)

rabad - 500 038

Regd. Folio Snares haid

2008 at 11,00 PM atthe Registered Offce of the Company.
Nama o te Shareholder

)
Name of the Proxy -

‘Signature of memberproy

Noto:
1) To be signed a the tma of anding over 1 i,
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