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Notice is hereby given th a t the Thirteenth Annual General Meeting o fth e  Com pany will be held
on Saturday Septem ber 29, 2012  a t 11 .00  AM a t the Registered Office o fth e  Com pany at 701 ,
7''* Floor, Aditya Trade Center, A m eerpet, Hyderabad -5 0 0  038 , to transact the following
business:

O R D IN A R Y  BU SIN ESS:

1. To receive, consider and adopt the Audited Balance Sheet of the Com pany as a t March 31, 
2 01 2 , the Profit and Loss account for the year ended on th a t date and the Reports of Board 
of Directors and Auditors thereon.

2. To appoint a D irector in place of Mr. V. Satyanarayana who retires by rotation and being 
eligible, offers h im -self for reappointm ent.

3. To appoint a D irector in place of Mr. Thom os P. Nicodamus who retires by rotation and 
being eligible, offers h im -self for reappointm ent

4. To appoint M /s. Seshachalam  & Co, Chartered Accountants, Secunderabad, as Auditors of 
the Com pany to hold office from  the conclusion of this Annual General Meeting until the  
conclusion o fth e  next Annual General Meeting o fth e  Com pany and authorize the Board of 
Directors to fix th e ir rem uneration.

SPEC IA L BU SINESS:

5. To consider and if thought fit, to pass, with or w ithout m odification(s) the following 
resolution as a Special Resolution:

"RESOLVED THAT pursuant to the provisions of Section 31 and all o ther applicable  
provisions o fth e  Com panies Act, 1956  and Rules fram ed there  under, the existing Articles 
of Association o fth e  Com pany be and is hereby am ended as under :

i) A fter Sub-Article (d ) of Article 20 of the Articles of Association of the Company, the
following new sub article (e ) shall be inserted

(e ): The Board m ay provide video conference facility an d /o r o ther permissible electronic  
m ode of com m unication to the shareholders of the  Com pany for participating in 
General Meetings o fth e  Company. Such participation by the shareholders a t General 
Meetings o fth e  Com pany through video conference facility an d /o r other permissible 
electronic mode of com m unication shall be governed by the Rules and Regulations as 
applicable to the Com pany for the tim e being in force.

ii) A fter Sub-Article (h ) of Article 49  of the Articles of Association of the Company, the  
following new sub article (i) shall be inserted:

(i): Directors m ay participate in Meetings of the Board an d /o r Com m ittees thereof, 
through video conference facility an d /o r o ther permissible electronic m ode of 
com m unication. Such participation by the Directors a t Meetings of the Board an d /o r  
C om m ittees thereof, through video conference facility an d /o r other permissible  
electronic m ode of com m unication shall be governed by the Rules and Regulations as 
applicable to the Com pany for the tim e being in force."



"FURTHER RESOLVED THAT the Board of Directors of the Company (hereinafter 
referred to as "the Board" which term shall be deemed to include any Committee or 
any person which the Board may n o m in a te /co n s titu te  to  exercise its powers 
including the powers by this Resolution) be and i s hereby authorized to carry out 
the abovementioned amendments in the existing Articles of Association of the 
Company and that the Board may take all such steps as may be necessary to give 
effect to this Resolution."

By order of the Board 

Sd/-

Place : Hyderabad S. Raghava Rao
Dated : 03.09.2012 Chairman and Managing Director

Notes:

1) A MEMBER ENTITLED TO ATTEND AND VOTE AT THE MEETING, IS ELIGIBLE TO 
APPOINT A PROXY OR PROXIES WHO CAN ATTEND AND VOTE INSTEAD OF MEMBER 
AND THE PROXY NEED NOT BE A MEMBER OFTHE COMPANY.

2) The Proxy Form duly completed must be lodged at the Registered Office of the
Company at least 48 hours before the time fixed for the Meeting.

3) The Register of Members of the Company will remain closed from Wednesday 
September 26, 2012 to Saturday, September 29, 2012, both days inclusive, for the 
purpose of Annual General Meeting

4) The members are requested to intimate immediately any change in their address 
quoting the ir Registered Folio enabling the Company to address future communication.

5) Members are requested to bring copies of the Annual Report, as no extra copies shall be 
provided at the Meeting. Shareholders desiring any information as regards to the 
Audited Accounts are requested to write to the Company at least one week before the 
Meeting enabling the Chairman to keep the information ready to reply at the meeting.

6) I t  shall be mandatory for the transferee(s) to furnish copy of PAN Card to the
Company/RTAs for registration of transfer of shares for securities market transactions 
and off m arket/private transaction involving transfer of shares in physical form of listed 
companies.

7) As part of Green In itia tive in Corporate Governance the Ministry of Corporate Affairs 
(MCA), Government of India vide its Circular has allowed paperless compliances by 
Companies inter-alia stating that if the Company sends official documents to their 
shareholders electronically, it will be in compliance with the provisions of Section 53 of 
the Companies Act, 1956. Keeping in view shareholders are requested to update their 
E-Mail ID with the ir DP.

8) Explanatory statement pursuant to section 173 (2) of the Companies Act 1956 for Item 
No. 5 is annexed.



EXPLA N A TO R Y STA TEM EN T PU R SU A N T TO SE C TIO N  1 7 3  ( 2 )  OF THE  
CO M P A N I ES A CT 1 9 g 6

Item  No.5

The Ministry of Corporate Affairs (MCA), Government of India, New Delhi vide General 
Circulars No.27/2011 and 28/2011 dated May 20, 2011 and Circular No. 35/2011 dated 
June 06, 2012 have permitted the companies to hold Board Meetings and Shareholders' 
Meetings through video conference facility, as part of the Green Initiatives under 
Corporate Governance.

Further, MCA vide Circular No. 72/2011 dated December 27, 2011 made the video 
conference facility at the Shareholders' Meetings optional to the Company. In order to 
provide video conference facility to its Directors and Shareholders, your Company has 
been advised to carry out necessary amendments in the existing Articles of Association 
of the Company by inserting enabling provisions.

In terms of Section 31 of the Companies Act, 1956, approval of the Members by way of 
a Special Resolution is required to amend the Articles of Association o fth e  Company.

The Articles of Association with alterations proposed therein as referred to in the Notice 
shall be available fo r inspection by the Members at the Registered Office at 701, 7th 
Floor, Aditya Trade Center, Ameerpet, Hyderabad -500  038 any working day except 
holidays observed by the Company during usual business hours up to the date of the 
Meeting and will also be available at this Annual General Meeting.

Accordingly, your Board recommends passing of the Resolution No. 5 as a Special 
Resolution.

None of the Directors is interested or concerned in this Resolution.

By order of the Board 

Sd/-

Place : Hyderabad S.Raghava Rao
Dated : 03.09.2012 Chairman and Managing Director



Directors' Report

Your Directors have pleasure in presenting the Company's THIRTEENTH DIRECTOR'S 
REPORT together with the Audited Accounts of the Company for the Year ended March 
31, 2012 and the Auditor's Report thereon

Financial Results:

3 1 .0 3 .2 0 1 2 3 1 .0 3 .2 0 1 1

P articu lars Rs Rs.

I )  IN C O M E

a) Income from operations 5,44,67,583 4,60,05,770

d) Other Income 8,73,415 7,85,579

TOTAL 5 ,5 3 ,4 0 ,9 9 8 4 ,6 7 ,9 1 ,3 4 9

I I )  EXPENDITURE

a) Operating Expenses 3,05,49,289 2,31,85,783

b) Payments & Benefits To Employees 84,76,614 77,71,443

c) Other Expenses 1,12,60,151 1,10,56,862

TOTAL 5 ,0 2 ,8 6 ,0 5 4 4 ,2 0 ,1 4 ,0 8 8
I I I )  PR O FIT  BEFORE IN TER EST AND  
D EP R E C IA TIO N 50,54,944 47,77,261

Interest 10,31,227 9,54,890

IV )  PR O FIT  BEFORE D EPR EC IA TIO N 4 0 ,2 3 ,7 1 7 3 8 ,2 2 ,3 7 1

Depreciation 26,53,449 24,55,663

V ) P R O F IT  /(LO S S )B E FO R E  TAX 1 3 ,7 0 ,2 6 8 1 3 ,6 6 ,7 0 8

Prior period Expenses - -

Prior period Incomes 5 ,6 0 ,3 5 4 -

V I )  P R O V IS IO N  FOR TA XA TIO N

For Current Income Tax - -

For Deferred Tax/Liability (Asset) (1,05,869) (36,374)

P R O FIT  /  (LO SS)AFTER TAX 2 0 ,3 6 ,4 9 1 1 4 ,0 3 ,0 8 1

Add: Balance Carried from Last year (2,10,50150) (2,24,53,231)

BALANCE CARRIED OVER TO BALANCE SHEET (1 ,9 0 ,1 3 ,6 5 8 ) (2 ,1 0 ,5 0 ,1 5 0 )

Basic and D ilu ted  Earn ings Per Share 0 .3 9 0 .2 7



The year 2011-2012 has been a good year for your company in this year the saie of 
bandwidth increased to 5 times more when compared to previous year the Board is 
happy to inform you that our saies have crossed 2 gigabit ie more than 2000 mbps 
because of huge demand for bandwidth in the corporate , BPO . educational institutions 
and also in home use segment the drop in bandwidth prices also contributed to increase 
in sales we are assured that this will continue in2012 -  2013 also as we are observing 
increase in revenue every month . During this year we have extended our reach to most 
of the towns in Andhra Pradesh

In Bangalore and Hyderabad your company has already stared providing G PON services 
in huge gated community our target for the year 2012-2013 is to provide this service in 
300 0  house holds this w ill increase our top and bottom  line to a g reat extent.

The video streaming services which your company developed for sending video streams 
for IPTV has given good results now we are sending video streams to most of IPTV 
providers in USA

Your company has developed Digital Headend for providing digital TV with CAS our 
Headend can send up to 2000 channels in HD quality since Government of India has 
brought regulation to digitalize cable TV services from 2014 onwards through out the 
country and by March 2013 in cites have more then 10 lakhs population your company is 
gearing up to enter into this service in Hyderabad and Bangalore by that tim e and in 
other areas of AP & Karnataka by 2014 the Board fells that this will be a big turn around 
for the company

The Board of Directors are confident of achieving 3 0 %  grow th rate  in year 
2012 -2013  

Public Deposits:

The company has not accepted any Fixed Deposits from the public and the provisions of 
Section 58A of the Companies Act, 1956 are not applicable to the Company

Directors:

Mr. V. Satyanarayana and Mr. Thomos P. Nicodamus retire by rotation at the
forthcoming Annual General Meeting and being eligible, offer themselves for re
appointment.

Capital of the Company:

During the year, the Authorised Share capital of the company has been increased from 
Rs.7,70,00,000 to Rs.18,70,00,000/-.

Directors responsibility statem ent:

The Directors' responsibility statement setting out the compliance with the accounting
and financial reporting requirements specified under Section 217 (2AA) of the
Companies Act, 1956, in respect o fth e  financial statements is as follows:



(i) That in the preparation of the annual accounts, the applicable accounting 
standards had been followed along with proper explanation relating to material 
departures;

(ii) That the directors had selected such accounting policies and applied them 
consistently and made judgments and estimates that are reasonable and 
prudent so as to give a true and fa ir view of the state of affairs of the company 
at the end of the financial year and of the profit or loss of the company for that period;

(iii) That the directors had taken proper and sufficient care for the maintenance of 
adequate accounting records in accordance with the provisions of this Act for 
safeguarding the assets of the company and for preventing and detecting fraud 
and other irregularities;

(iv) The Directors have prepared annual accounts on a Going concern basis 

Auditors:

The Statutory Auditors of the company. M/s. Seshachalam & Co, Chartered Accountants, 
Secunderabad retire at the conclusion of the ensuing Annual General Meeting offer 
themselves for re-appointment till the conclusion of the next Annual General Meeting.

The Company has received letter from them to the effect that the ir appointment if made 
would be within the prescribed lim its under Section 224 (1-B) of the Companies Act, 
1956.

Reply to Auditors Observations if any :
(a) In respect of auditors observations in their report wide sub para No f para 2 

regarding non confirmation of balances of creditors , advanrss given and taken , the 
company has necessary documentary evidence in possession regarding sundry 
creditors and advances taken or given.

(b)In  respect of observations made by the auditors regarding recoverability of Sunday 
Debtors due for more than six months the management is confident and will make 
efforts for recoverability of such balances in due course.

(c )in  respect of note note no 7 of Annexure to Auditors report the company has taken
steps to strengthen its internal audit department.

(d in respect of note no 9 of Annexure to Auditors report the company has taken steps
to pay the dues of service tax and tds amounts in due dates .

Code o f Conduct:
The Code of Conduct has been circulated to all the members of the Board and Senior 
Management and the compliance of the same has been affirmed by them. Code of 
Conduct has also been placed on the website of the company. A declaration signed by 
the Managing Director is given in Annexure

Corporate Governance:
The Company is taking necessary steps to comply with the provisions of Clause 49 of 
the Listing Agreement with the Bangalore Stock Exchange Limited

Particulars of Employees:
In pursuance of the provisions of Section 217(2A) of the Companies Act, 1956 read with 
the Companies (Particulars of employees) Rules 1975, there is no employee who 
receives the lim its mentioned under the Companies Act, 1956.



During the year under review, the Company maintained the cordial relations with the 
Employees

Additional In fo rm ation:

Inform ation as per Section 2 1 7 (l)(e ) read with Companies (Disclosure of particulars in 
the report of Board Of Directors) Rules, 1988 and forming part of report for the year 
ended March 31, 2012.

Conservation of Energy, Technology absorption and Foreign Exchange earnings and 
Outgo: -

a) Conservation of energy measures taken

b) Additional investments and proposals, if 
any being implemented for the
reduction of consumption of energy

c) Impact of measures at (a) and (b) 
above for reduction of energy
consumption and consequent impact on 
the cost of production of goods

The Company uses electric energy for its 
equipment such as air conditioners, 
computer terminals, lighting and utilities 
in the work premises. All possible 
measures have been taken to conserve 
energy by incorporating energy-efficient 
equipment.

There was no additional investments 
and proposals for reduction of 
consumption of energy

B Research & Development and Technology 
Absorption

The Company has not setup separate 
R & D department. However our 
technical people who run the day-to- 
day operations of the Company are 
doing R & D work in the fields of 
Wireless connectivity and Optic Fiber 
Technology. No extra costs involved 
for the purpose of R & D.

Foreign Exchange Earnings & outgo

a) Earnings
On account of Rendering Services

b) Used
i) For Foreign Travel is 

i i) On A ccount o f Licenses and Registrations
iii) On account of Hardware purchase
iv) On account of VOIP Services

2011-12
US$12,221

Nil
Nii

US$17,950
US$14,635

2010-11
NII

Nil
Nil
Nil

US$18569



Acknowledgem ent:

Your Directors wish to place on record the ir appreciation for the dedication, competence, 
hard work, co-operation and support extended by our young, dynamic and highly 
motivated employees of the Company who have enabled the Company to achieve a 
robust growth during the year.

Your Directors would like to express the ir sincere thanks to all the Shareholders who 
have reposed faith in the Company.

Your Directors specially thank the Central Government, State Governments, Department 
of Telecommunications and Company's Bankers for the ir continuous support to the 
Company during the year and look forward to receive their continued support in all 
future endeavors.

DECLARATION BY MANAGING DIRECTOR OF AFFIRMATION BY DIRECTORS AND 
SENIOR MANAGEMENT PERSONNEL OF COMPLIANCE W ITH  THE CODE OF 
CONDUCT:

The shareholders

I, S. Raghava Rao, Managing Director of the Company do hereby declare that the 
directors and senior management of the Company have exercised the ir authority and 
powers and discharged the ir duties and functions in accordance with the requirements of 
the code of conduct as prescribed by the company and have adhered to the provisions of 
the same.

For and on behalf of the Board of Directors

Sd/-
Place : Hyderabad S. Raghava Rao
Date : 03.09.2012 Chairman and Managing Director



[Annexure to Report on Corporate Governance] 

Pursuant to  Clause 49  of the  Listing Agreem ent, a M anagem ent Discussion &  
Analysis Report is given below: 

Overview

Regarding Company Business

In  the fin a n c ia l yea r 2 0 1 2 -2 0 1 2  yo u r com pany has increased bandw ith  sales 
5 fo lds and as the trend is con tinu ing  along w ith  o the r services like G PON in 
gated co m m u n itie s  D ig ita l TV serv ices VOIP & w ifi se rv ices yo u r com pany is 
ta rg e tin g  a g row th  ra te  o f 30%  fo r the  year 2 01 2 - 2013 which the Board is 
very confident of achieving

Internal Control Systems and the ir academy

The Company has adequate internal control systems commensurate with the size of its 
operations and for the purpose of exercising adequate controls of the day-to-day 
operations. Systems are regularly reviewed to ensure effectiveness.

O pportunities and Threats  

Opportunities

The opportunities we see are in the new areas like G PON in gated communities and 
Digital TV services which your company has entered into. The Board of Directors expects 
that, in future these businesses, along with Bandwith sales and Remote Network 
Management will drive the growth. But the leased line customers are also crucial for the 
expansion plans and your company is making all the efforts to increase the customer 
base and retain the existing customers.

Threats

We see no major threat in the coming year other than what was earlier.

Place : Hyderabad For and on behalf of the Board of Directors
Date : 03.09.2012

Sd/- Sd/-

S. Raghava Rao R. Krishna Mohan
Chairman & Managing Director- Finance and

Director Administration



Corporate Governance 
(M andatory Requirem ents)

1) Company's Philosophy

Corporate Governance is about commitment to values and about ethical business 
contact .It is about how an Organization is managed. This includes its corporate and 
other structures its culture, its policies and the manner in which it deals with various 
stakeholder. Accordingly, tim ely and accurate disclosure of information regarding the 
financial situation performance, ownership and governance of the company, is an 
im portant part of corporate governance. This improves public understanding of the 
Structure activities and policies of the organization. Consequently the organization is 
able to attract investors and enhance the trust and confidence of the stake holders.

The importance of corporate governance has always been recognized by our company 
and is manifest in its vision. In accordance with the listing agreement, a certificate from 
practicing company secretary for compliance of corporate governance by the company 
during the financial year 2011-12 has been inserted elsewhere in his annual report .A 
report in the line with the requirement of the stock exchanges, on the practice followed 
by the company and other voluntary compliances is given below.

2) Board of Directors

The current policy is to have an optimum combination of Executive and Non-executive 
Directors, to ensure the independent functioning of the Board. The Board consists of six 
members, three of whom are Executive Directors and three Independent Directors and 
non-executive Directors.

Composition and Category of Directors:

Nam e o f D irector Category Designation No. of
Meetings
held
during
the  last
financial
year

No. of 
Meetings  
attended

No. of 
Memberships  
in the Board 
of other 
Companies

Attendance  
of each 
director in 
the last 
AGM

Mr. S. Raghava Rao Promoter and
Executive
Director

Chairman and
Managing
Director

6 6 1 Yes

Mr. Ch. Harinath Promoter and
Executive
Director

Executive
Director

6 6 2 Yes

Mr. R. Krishna Mohan Executive
Director

Director 
Finance and 
Administration

6 5 3 Yes

Mr. M. Nageswara Rao Independent 
and Non- 
Executive 
Director

Director 6 2 1 No

Mr. Thamous R 
Nicodemus

Independent 
and Non- 
Executive 
Director

Director 6 1 2 No



!r. V. Satyanarayana Independent D irector 6 5 2 No
and Non-
Executive
D irector

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

Meetings of the Board of Directors

During the financial year 2011-12 the Board of Directors met 6 times on the following 
dates: 30.04.2011, 28.07.2011, 29.08.2011, 31.10.2011, 29.12.2011 and 31.01.2012.

3 ) Audit Com m ittee

As a measure of good Corporate Governance and to provide assistance to the Board of 
Directors in fulfilling the Board's responsibilities, an Audit Committee has been 
constituted consisting of only Independent Directors as subcommittee to the Board. The 
functions of Audit Committee include:

a) Reviewing the adequacy of internal control systems and the internal audit reports 
and the ir compliance thereof.

b) Oversee the Company's financial reporting process and the disclosure of its 
financial information to ensure that the financial statements are correct, sufficient 
and credible.

c) Recommending the appointment of external auditors and fixation of the ir audit 
fee and also approval for payment for any other services.

d) Reviewing with Management the quarterly and annual financial statements before 
submission to the Board.

Composition and O ther Details

The Audit Committee of the Company was constituted with three independent directors 
viz..

SI.
No

Name of the Director Designation

1) Mr. M. Naqeswara Rao Chairman
2) Mr. Thamous P. Nicodemus Director
3) Mr.R.Krishna Mohan Director (Finance & Administration)

During the year under review, the Audit Committee met 4 times respectively 
28.07.2011, 29.08.2011, 31.10.2011 and 31.01.2012.

The quarterly and annual audited financial statements of the Company were reviewed by 
the Audit Committee before consideration and approval by the Board of Directors. The 
Committee reviewed the internal control systems and the conduct of internal audit.

The Chairman of the Committee Mr. M. Nageswara Rao was present at the previous AGM 
to answer members' queries.



4 ) Rem uneration Com m ittee

The Remuneration Committee was set up to evaluate compensation and benefits for 
Executive Directors.

Composition and other details
Remuneration Committee was constituted with three Independent Directors, viz.

Si. Name of the Member Status
No
1) Mr. M. Nageswara Rao Chairman
2) Mr. Thomas P. Nicodamus Member
3) Mr. R.Krishna Mohan Member

The Committee has met once during the year.

The Remuneration Committee is responsible for devising policy for compensation and 
benefits for Executive Directors and frames policies and systems for Associate Stock 
Option Plans. Details of Monthly Remuneration to Directors

Executive Directors

SI.
No

Name of the Executive Director Elements of the Remuneration

1 S. Raghava Rao 75,000 P.M
2 Ch. Harinath 70,000 P.M
3 R. Krishna Mohan 70,000 P.M

5 ) Share Transfer Com m ittee

In accordance with clause 49 Para VI (D) of the Listing agreement of the Stock 
Exchange, the Board has constituted a Share Transfer Committee.

SI.
No

Name of the Directors Status

1 Mr. R. Krishna Mohan Chairman
2 Mr. M. Naqeswara Rao Member

6 ) Investors ' Grievance Com m ittee

As a measure of good Corporate Governance and to focus on the shareholders' 
grievances towards strengthening investor relations, an Investors' Grievance Committee 
as sub-committee to the Board of Directors has been constituted.

SI.
No

Name of the Directors Status

1 Mr. Thomas P. Nicodamus ; Chairman
2 Mr. R. Krishna Mohan ; Member



The functions of the Committee include;

To specifically look into redressal of investors' grievances pertaining to:

a) Transfer of shares
b) Dematerialization of shares
c) Replacement of lost/sto len/m utila ted share certificates
d) Non-receipt of rights/bonus/split share certificates
e) Other related issues

The Committee focuses on strengthening investor relations.

There were no grievances or complaints received during the year.

7 ) In te rn a l Monitoring Com m ittee

The Internal Monitoring Committee of the Company was constituted on January 31, 
2003 as on date the committee consists with the following members

SL.
No

Name of the Director Status

1 Mr. R. Krishna Mohan Chairman
2 Mr. Ch. Harinath Member
3 Mr. D. Rambabu Member

The Committee met 4 times during the year to review the operations including the 
commercial transactions of the Company. All the members present.

8} Others

Name and Designation of Compliance officer: Sri S.Raghava Rao, CMD

a) Details of complaints for the year 2011-12:

SI.
No

Nature Number

2011-12 2010-11
Received Attended Received Attended

1 Dematerialization/
Rematerialization

Nil Nil Nil Nil

2 Loss of shares/Duplicate 
Certificate

Nil Nil Nil Nil

3 Split Nil Nil Nil Nil
4 Transfer of shares Nil Nil Nil Nil
5 Others Nil Nil Nil Nil

b) There are no valid requests pending for share transfers as at the year-end.

c) Members may contact Secretarial Circle of the Company for the ir queries, if any, 
at Telephone No. + 91 40 -23757469 (5 Lines), and Fax No. + 91 40 -23757419.



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

Financial
Year

Date Venue Time

2008-09 September 30, 
2009

701, 7'"̂  Floor, Aditya Trade Centre, 
Ameerpet, Hyderabad-500 038

11.00 AM

2009-10 December 23, 
2010

701, 7^̂  Floor, Aditya Trade Centre, 
Ameerpet, Hyderabad-500 038

11.00 AM

2010-11 September
30,2011

701, 7̂ '̂  Floor, Aditya Trade Centre, 
Ameerpet, Hyderabad-500 038

11.00 AM

In the last AGM, there were no resolutions required to be passed through postal ballot. 
The resolutions were passed on show of hands with requisite nnajority. The venue of 
AGM has been chosen for its central location, prominence and capacity.

1 0 ) Disclosures

There are no materially significant related party transactions i.e., transactions material 
in nature, with its promoters, the Directors or the Management, or relatives etc., having 
potential conflict with the interests of Company at large.

There have not been any non-compliance by the Company in general and no penalties or 
strictures imposed on the Company by Stock Exchanges or SEBI or any statutory 
authority, on any m atter related to capital markets, during the last three years.

The Company has complied with all mandatory requirements of Corporate Governance, 
as required by the Listing agreement.

11 ) Means of Communication

Quarterly Results send to each 
shareholders residence

No

News paper where in financial results are 
published

Business Standard -  English 
Andhra Bhoomi -  Telugu

Any Website where results or official news 
are displayed

www.citvonlines.com

Whether it also displays official news 
release

Yes, this official news release are posted on 
the Company's website

The presentation made to institutional 
investors or to analysis

No presentation is made to institutional 
investors

Whether management discussion and 
analysis report is part of the Annual 
Reports

Yes

1 2 ) General Shareholders In form ation

a) The Annual General Meeting of the Company will be held on September 29, 2012 
at 11.00 a.m. at Registered Office, 701, Floor, Aditya Trade Center, 
Am eerpet, Hyderabad -5 0 0  038.

b) Financial calendar for the year 2011-12 (tentative): 
Financial Calendar
i) Financial reporting for the quarter ending 30’*'* June 2012
ii) Financial reporting for the Quarter ending September 30, 

2012

July 31, 2012 
October 31, 

2012

http://www.citvonlines.com


iii) Financial reporting for the quarter ending Decennber 31, : January 31,
2012 2013

iv) Financial reporting for the quarter ending March 31, 2013 : April 30, 2013

c) Dates of book closure for AGM; September 26, 2012 to September 29, 2012 for 
the financial year 2011-12 (both days inclusive)

d) Registered Office 701 , 7*” Flodr, Aditya Trade Center, 
Am eerpet, Hyderabad -5 0 0  038

e) Telephone & Fax 91 40 -66416882 , 6883, 6894  
and Fax No. + 91 40 66416890

Web site j www.cityonlines.com

f) Listing Details
The Shares of the Company are Listed on the Bangalore Stock Exchange. The listing 
fee for the period 2011-12 has been paid to the Stock Exchange.

Address of the Exchange

The Bangalore Stock Exchange Limited 
P. B. No. 27024, No. 51 
Stock Exchange Towers, 1̂ *̂  Floor 
J. C. Road, Bangalore-560 027

g) Stock Code : 6494, CITYON#

h) Market Price data
Average

Monthly Low High

Nil Nil

i) Performance in composition to BSE Index/CRISIL The shares are infrequently traded 
Index and hence not applicable

j)  Registrars and Share Transfer Agents
The Company has engaged the M/s XL Softech Systems Limited, Road No 2, Banjara 
Hills, Sagar society, Hyderabad -5 0 0  034 Tel; 040-23553214  and Fax 040-23553214. 
SEBI registered Registrar, as the Share Transfer Agents for processing the Transfers, 
sub-division, consolidation, splitting of securities, etc., the Company's shares are 
compulsorily traded in Dematerialized form, request for Demat and Remat should be 
sent directly to M/s. XL Softech Systems Limited. Sharehoiders have the option to 
open their accounts either with NSDL or CDSL as the Company has entered into 
Agreements with both these Depositories

k) Dem aterialization of Shares as on 3 1 -3 -2 0 1 2  and liquidity

CDSL NSDL
Fully paid up shares 385714 2155086

http://www.cityonlines.com


SI.
No

Rs. Rs. No. of Shares % to Total No. of 
Holders

% to Total

1 Upto 5000 11761 0.23 40 6.90
2 5001 10000 8700 0.17 9 1.55
3 10001 20000 26678 0.52 15 2.59
4 20001 30000 596200 11.55 234 40.34
5 30001 40000 313517 6.07 81 13.97
6 40001 50000 392150 7.59 82 14.48
7 50001 100000 401600 7.78 46 7.93
8 100001 And Above 3412794 66.10 71 12.24

Total 5163400 100.00 578 100.00

Pattern of Sharehoiding as on March 31, 2012

SI.
No

Category Shares

Numbers %
1 Private Corporate bodies 452497 8.76
2 Mutual Funds, DSP Merrill Lynch 200000 3.87
3 Non Resident Indians 10000 0.19
4 Promoters 674950 13.07
5 Resident Individuals 3843453 74.44
6 Others 2500 0.05

Total 5163400 100.00

n) Address for correspondence

o) Contact Person 
E-mail 
Website

p) The Company's Registrars are

Contact Person

City Online Services Limited
701 , 7*" Floor, Aditya Trade Center, 
Am eerpet, Hyderabad -5 0 0  038701
Tel - 040-66416882, 6883, 6894
Fax-040-66416890
Mr.R.Krishna Mohan
rkmohan@cityonlines.com
www.cityonlines.com
M/s X L Softech Systems Limited
Road No. 2
Sagar Society
Banjara Hills
Hyderabad- 500 034
Tel - 040-23553214
Fax -040-23553214
Mr. Ramprasad

mailto:rkmohan@cityonlines.com
http://www.cityonlines.com


DECLARATION
To
The Members of City Oniine Services Limited

This is to declare that the Code of Conduct envisaged by the Company for members of 
the Board and the Senior Management Personnel have been complied with by aii the 
members of the Board and the Senior Management Personnel of the Company 
respectively.

For and on behalf of the Board of Directors

Sd/-
Place : Hyderabad S. Raghava Rao
Date : 03.09.2012 Chairman and Managing Director



Non Mandatory Requirements

a) Chairman of the Board

The Company's Managing Director shall act as the Chairman for all the Board 
Meetings

b) Shareholder Right

As the Company's financiai results are published in major Newspapers (including 
regional language newspaper) having wide circulation and the same are posted on 
the Company's website ( www.cityonlines.com). It  is not considered necessary at this 
stage to send the same to the shareholders.

c) Postal Ballot

The provisions regarding postal Ballot have been introduced recently by the 
Companies (Amendment) Act, 2000 and hence, the company had no occasion to 
make use of the same

CERTIFICATE

Certificate on compliance with the provisions of Corporate Governance pursuant to 
Clause 49 of Listing Agreement

I have examined the relevant records of City Online Services Limited for the year 
ended March 31, 2012 relating to compliance with provisions of Corporate 
Governance pursuant to Clause 49 of Listing Agreement entered by the Company 
with the Stock Exchange, and state that in my opinion and to the best of my 
knowledge and according to the information and explanations given to me, the 
Company has complied with the Mandatory requirements contained in the said 
Clause of the Listing Agreement.

For Ch. Veeranjaneyulu & Associates 
Company Secretaries

Sd/-

Place : Hyderabad Ch. Veeranjaneyulu

Date: 03,09.2012 CP.No. 6392, F.C.S.No.6121

http://www.cityonlines.com


CHIEF EXECUTIVE OFFICER CERTIFICATION

In relation to the Audited Financial Accounts of the Company as at 31st March, 2012, we
hereby certify that

a. We have reviewed financial statements and the cash flow statement for the year and 
that to the best of their knowledge and belief:

i. these statements do not contain any materially untrue statement or omit any 
material fact or contain statements that might be misleading;

ii. these statements together present a true and fair view of the company's 
affairs and are in compliance with existing accounting standards, applicable 
laws and regulations.

b. There are, to the best of our knowledge and belief, no transactions entered into by 
the company during the year which are fraudulent, illegal or volatile of the 
company's code of conduct.

c. We accept responsibility for establishing and maintaining internal controls for financial
reporting and that we have evaluated the effectiveness of internal control systems of 
the company pertaining to financial reporting and have disclosed to the auditors and 
the Audit Committee, deficiencies in the design or  operation of such internal controls, 
if any, of which are aware and the steps have taken or propose to take to rectify 
these deficiencies.

d. We have indicated to the auditors and the Audit committee

i. significant changes in internal control over financial reporting during the year;

ii. significant changes in accounting policies during the year and that the same 
have been disclosed in the notes to the financial statements; and

iii. instances of significant fraud of which we have become aware and the 
involvement therein, if any, of the management or an employee having a 
significant role in the company's internal control system over financial 
reporting

For City Online Services Limited

Sd/-
S. Raghava Rao 
Chairman & Managing Director

Place: Hyderabad 
Date: 03.09.2012



To
THE MEMBERS OF
CITY ON LINE SERVICES LTD
HYDERABAD

1. We have audited the attached Balance Sheet o f CITY ONLINE SERVICES LTD (the 
Company) as at 3E ‘ March, 2012, the Statement o f Profit and Loss and the Cash flow 
statement, (collectively referred to as the Financial Statements) for the year ended on that 
date annexed thereto, these financial statements are the responsibility of the Company’s 
Management. Our responsibility is to express an opinion on these financial statements 
based on our audit.

2. We conducted our audit in accordance with auditing standards generally accepted in 
India. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free o f material misstatement. An 
audit includes examining on test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audit provides a reasonable basis for 
our opinion.

We report as follows:
1. As required by the Companies (Auditor’s Report) Order, 2003 as amended by the 

Companies (Auditor’s Report) (Amendment) Order,2004 issued by the Central 
Government o f India in terms of Section 227 (4A) o f the Companies Act, 1956, we 
enclose in the Annexure, a statement on the matters specified in paragraphs 4 and 5 of 
the said Order.

2. Further to our comments in the Annexure referred to in paragraph 1 above;

a. We have obtained all the information and explanation which, to the best o f our 
knowledge and belief were necessary for the purpose o f our audit;

b. In our opinion, proper books o f account, as required by law, have been kept by the 
Company so far as appears from our examination o f those books;

c. The Balance Sheet, Statement o f Profit & Loss and Cash Flow Statement dealt 
with by this report are in agreement with the books o f account;

d. In our opinion, the Balance Sheet, Statement of Profit & Loss and Cash Flow 
Statement dealt with in this report comply with the Accounting Standards, issued 
by the Institute o f Chartered Accountants of India referred to in Section 211 (3C) 
o f the Companies Act 1956 (the Act) to the extent applicable.



e. On the basis o f written representations received from the directors as on March 
31st, 2012 we report that none of the Directors is disqualified as on 31'* March, 
2012 from being appointed as a Director in terms o f Section 274 (g) (1), of the 
Companies Act, 1956.

f  In our opinion and to the best o f our information and according to the explanation 
given to us, the aforesaid financial statements read with the Statement on 
Significant Accounting Policies thereon specifically Note No. 2 o f the Notes to 
Accounts in Schedule-23 relating to the non-confirmation o f balances o f creditors 
and Advances given and taken, give the information required by the Act, in the 
manner so required and also give a true and fair view in Conformity with the 
accounting principles generally accepted in India.

g. With regard to recoverability o f certain sundry debtors over six months 
considered good, the management has confirmed to us that they are confident in 
recovering the amount and no provision is considered necessary.

i. in the case o f the Balance Sheet, o f the state o f affairs o f  the Company as at 
31" March, 2012;

ii. in the case o f Statement o f Profit and Loss, o f the Profit for the year ended on 
that date; and

iii. in the case of the Cash Flow Statement, o f the cash flows for the year ended 
on that date.

Place: Hyderabad Fo r Seshachalam & Co.
Date: 03-09-2012. Chartered Accountants

FRN : 003714S

(T.Bharadwaj)
Partner
M.M No: 201042



As required by the Company’s (Auditor’s Report) Order, 2003 (CARO) as amended by the 
Companies (Auditor’s Report) (Amendment) Order, 2004, issued by the Government o f India in 
terms of Section 227(4A) of the Companies Act, 1956, we report that:

1. a) The Company has maintained proper records showing full particulars, including
quantitative details and situation o f Fixed Assets.

b) The Fixed Assets are being physically verified by the management which in our 
opinion is reasonable having regard to the nature and value o f its assets, and no 
material discrepancies have been noticed on such verification.

c) In our opinion, there have been no significant disposals o f Fixed Assets during the 
year.

2. a) Inventories have been physically verified during the year by the management at
reasonable intervals. In our opinion, the Ifequency of verification is reasonable.

b) The procedures o f physical verification o f the inventories followed by the 
management are reasonable and adequate in re'ation to the size o f the Company and 
the nature o f its business.

c) According to the information and explanations given to us, the Company is 
maintaining proper records of inventories and no material discrepancies were noticed 
on physical verification.

3. a) The Company has not granted or taken any loans secured or unsecured to/lfom
companies, firms or other parties covered in the register maintained under Section
301 o f the Companies Act, 1956. Accordingly sub-clauses (b), (c), (d), (f) and (g) are
not applicable.

4. In our opinion, and according to the information and explanations given to us, there is an 
adequate internal control system commensurate with the size o f the Company and the 
nature o f its business with regard to the purchase o f Inventories, Fixed Assets and for the 
sale o f goods and services. Further, on the basis o f our examination o f the books and 
records o f the Company we have neither come across nor have been informed o f any 
continuing failure to correct major weaknesses in the aforesaid internal control system.

5. In our opinion, and according to the information and explanations given to us, there are 
no transactions o f  purchases o f goods or materials and sale o f goods, materials and 
services, made in pursuance of contract or arrangement entered in the register maintained 
under Section 301 o f the Companies Act, 1956, as aggregating during the year to Rs. 5 
lacs or more in respect o f each party.



6. The Company has not accepted any deposits from the public to which the provisions o f 
Section 58 A and 58AA or any other relevant provisions o f the Act and the Companies 
(Acceptance o f Deposits) Rules, 1975 apply.

7. The internal audit, in our opinion the scope and coverage need to be enlarged keeping in 
view o f size o fthe organization and nature o f the business.

8. Maintenance o f cost records u/s 209(1) (d) o f the Companies Act, 1956 is not applicable 
for the company.

9. There are undisputed amounts payable in respect of, Service Tax, TDS, VAT and 
Provident Fund which have remained outstanding as at 3 F ‘ March, 2012 fo r  a period o f 
more than 6 months from the date they became payable. The company is irregular in 
remitting Service Tax and TDS payments.

10. The Company has accumulated losses but has not incurred cash loss during the Current 
Financial Year.

11. According to the information and explanations given to us and based on the documents 
and records produced before us, there has been no default in repayment o f dues to Banks 
or Financial Institutions.

12. According to the information and explanations given to us and based on documents and 
records produced before us, the company has not granted any loans or advances on the 
basis o f security by way o f pledge o f shares, debentures or other securities.

13. The Provisions o f any special statutes applicable to a chit fund, Nidhi, Mutual Benefit 
Fund/Societies are not applicable to the Company.

14. In our opinion, the Company is not dealing or trading in shares, securities, debentures and 
other Investments. Accordingly, the provision of Clause 4(xiv) o f the CARO is not 
applicable to the Company.

15. According to the information and explanations given to us, the Company has not given 
any guarantee for loans taken by others from banks or financial institutions.

16. According to the Information and explanations given to us on overall basis, the Company 
has not obtained any term loans. Therefore application o f the loan for the purpose for 
which the loan was obtained does not arise. Accordingly, the provisions o f Clause 4 (xvi) 
o f the CARO is not applicable to the Company

17. According to the Information and explanations given to us on overall basis fimds raised 
on a short-term basis have prima-facie, not been used for long term investment.

18. The Company has not made any preferential allotment o f shares during the year to any 
party.



19. The Company has not issued any debentures. Accordingly, the provisions of Clause 4 
(xix) of the CARO are not applicable to the Company.

20. The Company has not raised any money by way of public issues during the year.

21. Based upon the audit procedures performed by us, to the best of our knowledge and belief 
and according to the information and explanations give to us by the Management, no 
fraud on, or by the Company, has been noticed or reported during the year.

Place: Hyderabad For Seshachalam & Co.
Date: 03-09-2012 Chartered Accountants

FRN: 003714S

(T.Bharadwaj) 
Partner 
M No: 201042



City Online Services Limited 
Balance Sheet as at 31 March 2012

All amounts in Rs. unless otherwise stated

E Q U IT Y  AND LIA B ILIT IES  
Shareholders' funds
Share capital 
Reserves and surplus

Share application money, pending allotment

Non-current liabilities
Long term provisions 

Deffered tax liability (net)
Current habilities
Short-term borrowings 

Trade payables 

Other current liabilites 

Short term provisions

5

6

7

8
9

10

TOTAL

ASSETS
Non-Current Assets 
Fixed assets
Tangible assets

Current assets
Inventories 

Trade Receivable 

Cash and bank balances 

Short-term  loans and advances 

Other current assets

11

TOTAL

56,098,330
(18,613,658)

439,718
123,543

7,015,607
4,986,071
1,736,936
8,094,267

59,880,814

28,878,545

56,098,330
(20,650,149)

363,718
229,412

6,470,525

3,671,479

922,577

6,363,889

53,469,782

31,197,645

12 5,074,311 3,066,028
13 11,582,043 9,299,412
14 4,083,873 1,175,557
15 1,121,000 1,150,609
16 9,141,042 7,580,531

59,880,814 53,469,782

The notes are an integral part o f  these financial statements. 

This is the Balance Sheet referred to in our report o f  even date.

For seshachalam & Co
Chartered Accountants 
FRN : 003714S

T. Bharadwaj 

Partner

Place: Hyderabad 
Date: 03.09.2012

For and on behalf o f  the Board o f  Directors o f 
City Online Services Limited

S Raghava Rao
Chairman and Managing Director

R. Krishna Mohan
Director



City Online Services Limited 
Statement of Profit and Loss for the year ended 31 March 2012

All amounts in Rs. unless otherwise stated

N ote 31 M arch 2012 31 March 2011

Revenue from operations 17 54,467,583 46,005,770
Other income 18 873,415 785,579

Total revenue 55,340,998 46,791,349

Expenses:
Operating Expenses 19 30,549,289 23,185,783
Employee benefits expenses 20 8,476,614 7,771,443
Finance cost 21 1,031,227 915,202
Depreciation 11 2,653,449 2,455,663
Other expenses 22 11,260,151 11,096,550

Total expenses 53,970,730 45,424,641

Profit /  (Loss) For the Year 1,370,268 1,366,708
(Before Prior Period /  Extraordinary Adjustment)
Prior Period Income 560,354 -

Profit Before Tax 1,930,622 1,366,708

Tax expense
-Current tax - -
-Deferred tax 105,869 36,374

Profit for the year 2,036,491 1,403,082

Earnings per equity share [EPS] :
Basic EPS 0.39 0.27
Nominal value per equity share 10 10

Weighted average number of equity shares used in 5,164,700 5,164,700

computation of EPS

The notes are an integral part of these financial statements.
This is the Statement of Profit and Loss referred to in our report of even date.

For seshachalam  & Co For and on behalf of the Board of Directors of
Chartered Accountants City Online Services Limited
FRN: 003714S

T. Bharadwaj S.Raghava Rao R.Krishna Mohan

Partner Chairman and Managing Director Director

Place: Hyderabad
Date: 03.09.2012



CITY O.iYLINE S.ERVICES LliVo i

Notes to financial statements for the year ended 31 March 2012. 

1 CORPORATE INFORM ATION:

City Online Services Ltd (The Company) is a Limited company domiciled in India and 
incorporated under the provisions of the companies Act, 1956. The company engaged in 
the business of providing Internet services to various clients through dial up services and 
leased line services and offers services related to Voice telephony services and deal in all 
kinds of related hardware and software.

2 BASIS OF PREPARATION:

The financial statements of the company have been prepared in accordance with generally 
accepted accounting principles in India (Indian GAAP). The company has prepared these 
financial statements to comply all material respects with the accounting standards notified 
under the companies (Accounting Standard) Rules, 2006 (as amended) and the relevant 
provisions of the companies Act,1956. The financial statements have been prepared on an 
accrual basis and historical cost convention.

The accounting policies adopted in the preparation of financial statements are consistent 
with those of previous year, except for the change in accounting policy explained below:

2.1 SUM M ARY OF SIG N IH CAN T ACCOUNTING POLICIES: 

a) Change in accounting policy

During the year ended 31 March 2012, the revised schedule VI notified under the 
companies Act 1956 has become applicable to the company, for preparation and 
presentation of its financial statements. The adoption of revised schedule VI does not 
impact recognition and measurement principles followed for preparation of financial 
statements. However, it has significant impact on presentation and disclosure made in 
the financial statements. The company has also reclassified the previous year figures in 
accordance Revised Schedule VI.

b) M ethod of Accounting:

The Company is following accrual basis of accounting.

c) Fixed Assets:
Fixed assets are stated at cost, less accumulated depreciation and impairment if any. 
The cost comprises purchase price, borrowing costs if capitalization criteria are met and 
directly attributable cost of bringing the asset to its working condition for the intended 
use. Any trade discounts and rebates are deducted in arriving at the purchase price.

Subsequent expenditure related to an item of fixed assets is added to its book value 
only if it increases the future benefits from the existing asset beyond its previously 
assessed standard of performance.



CITY O.NLINE SERViC.ES LIM' ' :

d) Depreciation:

Depreciation on the Fixed Assets has been provided at the rates and in the manner 
prescribed in Schedule XIV to the Companies Act 1956 on straight line basis. 
Depreciation during the year is calculated on pro-rata basis from the date in which the 
asset becomes available for use. Depreciation on additions to/deductions from Fixed 
Assets during the year is charged on Pro-rata basis from /up  to the date in which the 
asset become available for use.

e) Inventories:

Cost of inventory includes cost of purchase, cost of conversion and other costs incurred 
in bringing the inventories to their present location and condition. Inventories are 
valued at lower of cost and net realizable value.

In view of several items in the inventory, a certificate from management has been taken 
for arriving at the closing inventory,

f) Revenue Recognition:

The company recognizes income from services on accrual basis.

g) Gratuity:

Provision for Gratuity has been made in the books of accounts, though the No. of 
employees in the Company's payroll is less than the statutory minimum requirement as 
per the Payment of Gratuity Act, 1972.

h) Foreign Currency Transactions:

Foreign currency transactions are accounted at the rates of exchange prevailing on the 
date of the transactions.

i) Provisions and Contingencies:

The Company recognizes a provision when there is a present obligation as a result of 
past obligating event that probably requires an outflow of resources and a reliable 
estimate can be made of the amount of the obligation. A disclosure for a contingent 
liability is made when there is a possible obligation or a present obligation that may, 
but probably will not, require an outflow of resources. Where there is a possible 
obligation or a present obligation that the likelihood of outflow of resources is remote, 
no provision or disclosure is made.



City Online Services Lim ited  
N otes to financial statem ents
All amounts in Rs. unless otherwise stated

3 Share capital 

Authorized
Equity shares o f Rs.lO each 

Issued
Equity shares o f Rs.lO each 
Subscribed and called up 
Equity shares o f Rs.lO each 
Paid U p Capital
Equity shares o f Rs.lO each, fully paid-up 
Share Forfeiture Account
Equity shares o f  Rs.lO each, fully paid-up

(a) Reconciliation o f share capital
Balance at the beginning o f the year 
Add: /Vlloted during the year 
Less: Transferred during the year 
Balance at the end o f the year

As at 31 March 2012 
N um ber Amount

As at 31 March 2011 
N um ber Amount

7,700,000 77,000,000 7.700,000 77,000,000
7,700,000 77,000,000 7,700,000 77,000,000

7,000,000 70,000,000 7,000,000 70,000,000

6,925,000 69,250,000 6,925,000 69,250,000

5,164,700 51,647,000 5,164,700 51,647,000

1,760,300 4,451,330 1,760,300 4,451,330
6,925,000 56,098,330 6,925,000 56,098,330

As at 31 March 2012 
N um ber Amount

As at 31 March 2011 
N um ber Amount

5,164,700 51,647,000 5,164,700 51,647,000

5,164,700 51,647,000 5,164,700 51,647,000

Shareholders holding more than five percent of paid up share
(b) capital

N am e o f the shareholder
Equity share o f Rs.lO each 
S. Raghava Rao

As at 31 March 2012 As at 31 March 2011
N um ber % H eld  N um ber % Held

502,000 9.72 502,000 9.7

4. Reserves and surplus

Surplus in the statem ent o f profit or loss
Balance at the beginning o f the year 

Add: Net profit for the year 
Balance at the end o f the year

Investment Subsidy Received from Govt.

5. Long term provisions

Provision for em ployee benefits
For gratuity

As Per Acturial Valuation Certificate

31 March 2012 31 March 2011

(21,050,149)
2,036,491

(22,453,231)
1,403,082

(19,013,658) (21,050,149)

400,000 400,000
(18,613,658) (20,650,149)

31 March 2012 31 March 2011

439,718 363,718

439,718 363,718



City O nline Serv ices L im ited  

N otes to fin an cia l sta tem en ts
All am ounts in Rs, unless o therw ise stated

6. D eferred  tax L iab lity  (n et)

D eferred  tax liability 

C u rren t year p rov ision  

G ross deferred  tax liability

7. Short-term  b orrow in gs  

Secured

C ash C redit from  O rien ta l B an k  O f C om m erce
T he above cash credit is secured by H \'po theca tion  
o f  stock, B ook deb ts o f  the com pany, personal 
gurantee o f  th ree d irectors o f  the com pany. F irst 
charge on  fixed assets o f  the com pany

V eh icle  L oan

H ypothecated  to  O B C

8. T rade p ayab les

F or Supplies - ISP 

F or Services

9. O th er current lia b ilit ies

Lin A ccured Incom e 

D eposits  from  Franchise 

A dvance from  C ustom ers 

R ent D ep o s it

10. Short term  p rov is ion s

D irecto rs R em unera tion  

Salaries .And Wages 

P rov ident F und  Payable 

T elephone C harges 

D G T  Charges 

Service 'Fax 

Tax deucted  at source 

\7 \T

F lectricty  Charges 

A udit Fee

31 M arch 2012 31 M arch 2011

229,412 265,786

105,869 36,374

123,543 229,412

31 M arch 2012 31 M arch 2011

7,014,111 6,437,662

1,496 32,863

7,015,607 6,470,525

31 M arch 2012 31 M arch 2011

4,885,894 3,586,010

100,177 85,469

4,986,071 3,671,479

re d  as m icro  and small enterprises
rch 2012,

31 M arch 2012 31 March 2011

743,234 -

487,759 593,916

505,943 253,661
- 75,000

1,736,936 922,577

31 M arch 2012 31 M arch 2011

194,000 246,206

587,285 331,500

102,960 0

121,217 57,278

68,043 234,792

3,401,248 2,684,919

3,323,330 2,504,395

47,039 24,072

98,695 145,727

150,450 135,000

8,094,267 6,363,889
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12 Inventories
Stock in Trade

(V alued at C ost or N R V  w hich ever is Lower)

13. Trade Receivables

Trade receivables outstanding for a period less than six m onths 
from  the date they are due for payment 

Secured, considered good 

U nsecured, considered good

Less; Provision for doubtful debts

Trade receivables outstanding for a period exceeding six m onths 
from  the date they are due for payment 

Secured, considered good 

Unsecured, considered good

Less; Provision for doubtful debts

14. Cash and bank balances

Cash and cash equivalents
Cash on  hand 

Balances with banks 

- in current accounts 

m onths)

Other bank balances
D ep osits with maturity o f  m ore than 12 m onths

15. Short-term  loans and advances 
U nsecured, considered good

Advances recoverable in cash or in kind or tor 
value to be received

16. Other current assets

O th er D eposits 

T D S  Receivables 

In terest accrued on  FD  

Prepaid expenses

17. Revenue from operations

In com e from  Internet Services 

Incom e from  \ '0 1 P  Services 

1 lardware Sales

18. Other incom e

Lxcess Provision W ritten Back 

Rent In co m e on  Sub Letting 

Interest on  Fixed D eposit 

Interest on  Incom e tax refund 

M iscellaneous incom e

31 M arch 2012 31 M arch 2011

5,074,311 3 ,066,028

5,074,311 3,066 ,028

31 M arch 2012 31 M arch 2011

9,210,540 3,665 ,368

9,210,540 3,665,368
0 0

9 ,210,540 3 ,665 ,368

2,371,503 5 ,634,044

2,371,503 5,634,044

2,371,503 5,634,044

11,582,043 9 ,299,412

31 M arch 2012 31 M arch 2011

3,101,295 23,948

739,253 865,466

3,840,548 889,414

243,325 2 86,143

243,325 286,143

4,083,873 1,175,557

31 M arch 2012 31 M arch 2011

1,121,000 1,150,609

1,121,000 1,150,609

31 M arch 2012 31 M arch 2011

2,681,706 2,698 ,140

2,773,672 2,590 ,140

51,664 18,870

3,634,000 2,273,381

9,141,042 7,580,531

31 M arch 2012 31 M arch 2011

50,677,202 41 ,668,589

2,433,774 3 ,243,724

1,356,607 1,093,45^

54,467,583 46,005,770

31 M arch 2012 31 M arch 2011

405,894 430 ,846

363,000 142,000

25,590 2 ^ ,4 6 '

68,563 106,410

10,368 ■’8,856

873,415 785,579



Bandwidth Charges 23,264,116 18,597,799
Repairs and Maintenance 413,534 375,345
V O IP  Activation charges 363,626 -
Generator Maintenance 78,161 33,651
Electricity Charges 1,829,989 1,824,751
Rent Networking 1,835,274 1,570,261
Cost o f  Sales 1,122,654 774,850
other operating expenses 1,641,935 9,126

30,549,289 23,185,783

Em ployee benefits expense

31 March 2012 31 March 2011

Salaries, wages and O ther Benefits 8,196,941 7,568,887
Contribution to provident and other funds 72,360 -
Gratuity 47,000 17,032
Staff welfare expenses 160,313 185,524

8,476,614 7,771,443

Finance costs

31 March 2012 31 March 2011

Interest on Overdraft 898,109 754,878
Bank charges 101,885 133,399
Interest O thers 31,233 26,925

1,031,227 915,202

Other expenses

31 March 2012 31 Match 2011

Rent 1,659,021 1,406,742
Directors Remuneration 2,926,520 2,491,520
Sales Commission 1,243,990 1,484,881
Insurance 82,509 23,653
Listing Fee and ROC Fee 113,371
Rates and taxes 32,493 249,743
Auditors' remuneration 155,450 150,000
Travelling and conveyance 1,355,632 1,718,676
Legal and professional charges 367,740 184,716
Advertisement expenses 32,690 63,288
Communication cost 811,948 632,364
Bad D ebts written o ff 946,753 1,435,543
Printing and stationery 135,238 147,594
Interest on delayed payment o f TDS 107,637 139,856
Interest on delayed payment o f service tax 84,226 33,231
Maintenance expenses 437,773 511,126
D O T  License fees 155,452 -

Membership fees 310,141 262,180
Business Prom otion expenses 73,202 10,926
Miscellaneous expenses 228,365 150,511

11,260,151 11,096,550



City Online Services Limited

Cash Flow Statement for the year ended 31 M arch 2012
All amounts in Rs. unless otherwise stated

For the year ended
31 M arch 2012 31 March 2011

A. Cash flow from operating activities
Profit After Tax 2,036,491 1,403,082
Adjustments for:
Interest expenses 1,031,227 954,890
Depreciation 2,653,449 2,455,663
Bad debts written off 946,753 1,435,543
Deferred tax asset (105,869) (36,374)
Operating loss before working capital changes 6,562,051 6,212,804
(Increase) / decrease in Inventories (2,008,283) 2,589
(Increase)/decrease in sundry Debtors (3,229,384) (616,194)
(Increase)/decrease in loans and advances 29,609 (2,216,820)
(Increase)/decrease in other current assets (1,560,511) -
(Decrease)/increase in Long Term Provisions 76,000 -
(Decrease)/increase in Current liabilities 3,859,329 1,714,111
Cash used in operations 3,728,811 5,096,490
Income taxes paid - -
Net cash used in operating activities 3,728,811 5,096,490

B. Cash flow from investing activities
Purchase of fixed assets (385,349) (4,041,817)
Proceed from sale of fixed assets 51,000 -

Net cash used in investing activities (334,349) (4,041,817)

C. Cash flow from financing activities
Proceeds from short term borrowings 545,082 403,680
Interest on loans (1,031,227) (954,890)
Net cash from financing activities (486,145) (551,210)

Net (d ecrease)/ increase in cash and cash equivalents (A +B+C ) 2,908,317 503,463
Cash and cash equivalents at the beginning of the year 1,175,557 672,094

Cash and cash equivalent at the end of the year 4,083,873 1,175,557

For seshachalam & Co S.Raghava Rao R. Krishna Mohan

Chartered Accountants Chairman and Director

FRN: 003714S Managing Director

T. Bharadwaj 
Partner

Hyderabad Hyderabad



CITY ONLINE SERVK

23. Notes form ing part of Accounts

1. Contingent Liabilities

The company has given performance guarantee to department of Telecom (DOT) 
Government of India for due performance of ISP is Rs. 24 ,00 ,000/- (Previous Year Rs. 
24,00,000 /- ) .

2. Balances of debtors, loans & advances, creditors are subject to confirmation and 
reconciliation, if any. In the opinion of the Board of Directors, Sundry Creditors, Loans 
and Advances as at 3 P ‘ March 2012 stated would be realized in the ordinary course of 
the com pany's business are expected to produce at least the amount at which they are 
stated in the balance sheet.

3. Cash Flow Statement has been prepared in accordance with Indirect method prescribed 
in AS -  3 issued by ICAI.

4. Auditors Rem uneration

Particulars
( In Lakhs)

31.03.2012 31.03.2011
Audit Fees 1 ,50 ,450 /- 1 ,50 ,000/-

5. CIF Value of Capital Goods, Com ponents and Spare Parts Imported

Particulars (Value In USD)
31.03.2012 31.03.2011

Outflow in Foreign Currency 32,585 i 18,569

6. Foreign Currency earnings

Particulars (Value In USD)
31.03.2012 31.03.2011

Inflow in Foreign Currency on Rendering 
Services

12,221 0
I

.1 . . . . . . . .

7. During this Financial year the Company has decided to write back un Cleared Cheques 
issued to various parties amounting to Rs. 5 ,60 ,354/- as Prior Period Income.



CITY OMLINE

8. Effective April 1®', 2007, the company has adopted Accounting Standard -  15 (Revised) 
on "Em ployee Benefits" issued by the Institute of Chartered Accountants of India.

Defined benefit plans:

The following table sets forth the status of the Gratuity Plan of the Company and the amounts 
recognized in the Balance Sheet.

(Amount i n )

Particulars 31.03.2012 31.03.2011

Projected benefit obligation at the beginning of the period 3,63,718 3,19,761

Current service cost 47,000 17,032

Interest cost 29,000 26,925

Actuarial loss/ (gain) 4,39,718 3,63,718

Benefits paid - -

Projected benefit obligation at the end of the period - -

Amounts recognized in the balance sheet 4,39,718 3,63,718

Projected benefit obligation at the end of the period 4,39,718 3,63,718

Cost for the period

Current service cost
47,000 17,032

Interest cost 29,000 26,925

Expected return on plan assets - -

Net actuarial (gain)/loss recognized in the period - -

Past service cost - -

Net cost - -

Assumptions

Discount rate 8.00% 8.00%

Estimated rate of return on plan assets 8.00% 8.00%



CITY ONLINE. SERVICES.yiyi,IIE,p

9. Segment Reporting: Segment Reporting in accordance with AS 17 "Segment Reporting" 
issued by the Institute of Chartered Accountants of India is not applicable as the 
company has only one segment i.e. Internet Service Provider.

10. Related party disclosures, as required by AS-18, "Related Party Disclosure" is given 
below.

Related party transactions during the year

Nahure of transactions
For the year ended

31.03.2012 31.03.2011
Rem uneration

Mr. Raghava Rao, Chairman & Managing Director 10,92,000 9,35,000

Mr. CH.Harinath, Executive Director 8,40,000 8,97,000

Mr. R.Krishna Mohan, Wholetime Director 9,95,000 6,60,000

11. Deferred Tax Asset/(Liability) calculation:

Depreciation as per Income Tax Act 23,10,831
Less : Depreciation as per Companies Act 26,53,449
Timing Difference 3,42,618
Deferred Tax Asset 1,05,869

12. There are no Micro, Small and Medium Enterprises, to whom  company owes dues, as 
at the Balance Sheet date. The Micro, Small and Medium Enterprises have been 
identified on the basis of information available with Company.

13. Previous year figures have been regrouped and reclassified wherever necessary to 
confirm to current year's classification.

For SESHACHALAM  & CO.
Firm  Registration No:003714S  
Chartered Accountants

For and on behalf of the Board of Directors

(T. Bharadwaj)
Partner

Membership No.201042 
Place: Hyderabad 
Date: 03.09.2012

(S.Raghava Rao)
Chairman&Managing Director

(R.Krishna M ohan)
Director



CITY ONLINE SERVICES LIMITED
Regd. Office : 7th, Aditya Trade Centre, Ameerpet, Hyderabad - 500 038

PROXY FORM

I/W e ..................................................................................... of  being a member /
members of the above named company hereby appoint.................................................................................
...............................................................o f ............................................................................................................as m y/
our proxy to vote for me/us on m y/our behalf at the 13th Annual General Meeting of the Company 
to be held on Saturday, the 29th day of September, 2012 at 11.00 AM at the Registered Office of the 
Company and at any adjournment thereof.

Signed th is ......................................................... day of September, 2012.

As fix 
Re. 1/ 

Revenue 
Stamp

NOTE :
a) A Member entitled to attend and vote at the meeting is entitled to appoint a proxy and vote 

instead of himself
b) Proxy need not be a member.
c) The proxy form duly completed should be deposited at the Registered Office of the company 

not less than 48 hours before the time fixed for holding the meeting.

CITY ONLINE SERVICES LIMITED
Regd. Office : 7th, Aditya Trade Centre, Ameerpet, Hyderabad - 500 038

ATTENDANCE SLIP
(Please present this slip at the entrance of the meeting venue)

Regd. Fo lio  Shares h e ld .....................................................................................

I hereby record my presence at the 13th Annual General Meeting to be held on Saturday, the 29th 
day of September, 2012 at 11.00 AM at the Registered Office of the Company.

Name of the Shareholder :

Name of the Proxy :

Signature of member /  proxy :

Note ;
1) To be signed at the time of handing over this slip.
2) Members are requested to register their names at least 15 minutes prior to the commence

ment of the meeting.
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