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DIRECTORS' REPORT

To,
The Members,

Your Directors have pleasure in presenting their Annual Report
together with the Audited Statement of Accounts for the Financial
Year ended on 31st March, 2011. The Financial Highlights for the
period under review are given below:

(1) FINANCIAL AND WORKING RESULTS :

2010-2011 2009-2010
PARTICULARS (Rs.) (Rs.)
TOTAL INCOME 3141618812 | 2289206804
TOTAL EXPENCES 3127952524 | 2277081975
Profit Before Interest & Dep. 13666288 12124829
(Less): Depreciation & Finance charges (872108) (7,82,856)
PROFIT BEFORE TAXATION: 12794180 | 11,341,973
(Less): - Provision For Taxation (29,04,082) (34,00,000)
(Less): - Fringe Benefit Tax (-)
NET PROFIT FOR THE YEAR 9890098 79,41,973
(Less): Balance Brought Forward from 1,35,14,507 55,72,534
Previous year

BALANCE CARRIED FORWARD TO 2,34,04,605 | 1,35,14,507
BALANCE SHEET

(2) DEPOSITS:

The Company has not accepted any deposits during the year within
the meaning of the Companies (Acceptance of Deposits) Rules, 1975.
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(3) _OPERATIONS

Microsoft is leading Global provider of integrated software solutions
for small and medium sized businesses. MICROSOFT software
solutions are sold through as extensive network of more than 2,300
partners. Worldwide MICROSOFT has sold more than 1,33,000
solutions. The main product lines include MICROSOFT Dynamics,
MICROSOFT NAV, MICROSOFT Ax and MICROSOFT CRM.
MICROSOFT has 1200 employees and subsidiaries in 30 countries.

We at Diamond Infosystems Limited have the expertise and trained
professionals to sell and implement the ERP products. Due to
trained and qualified personnel, we are uniquely positioned to offer
superior and distinctive services to our clients.

Your Company has also entered into the business of data
technologies and in thus has started by undertaking data entry work
for overseas client through their Indian Partners.

The operations of the Company now can be classified into following
segments:

1. Software Development & Industry Solutions

The Company offers high end customized software for the small
and medium enterprise and for the clients who are really growth
and business driven. We offer compete services of selection,
procuring, implementation and going live of MICROSOFT
Products an ERP providing Company.

e Enterprise Recourse Planning (ERP)

Based on experience and expertise gained on implementation
and maintenance of SAP, R/3 and ERP package now the
Company equip to take scale assignment for AS-IS, TO-BE,
GAP Analysis, Business reengineering, Customization,
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Implementation and going live. Basically this expertise and
presence in the market has positioned as strategically in the
market to sell and implement the products offered by
MICROSOFT India as MICROSOFT Certified Partner.

e Customized Software

The Company has developed in house prototypes for the small
scale industry specifically which are not cost effective and
flexible taking into consideration all the business needs for a
stand alone environment as required by the customer. These
packages are custom built and offer various functionalities in
the areas of materials management, inventory management,
payroll, financial accounting, management information
system, billing invoicing stand alone software’s. The software
have been developed in house on various platforms and are
being successfully sold and operation since last six years.

2. Networking and Hardware Solutions

The company has revived the business of hardware and
networking solutions it had expertise of , the basic reason of
reviving the sector was to offer the small and medium sector ERP
customers for MICROSOFT products with one stop solutions to
their hardware and networking needs along with the software.

e Networking

Total turnkey projects on local area network / wide area
network includes setting of network operating systems,
internet servers, web servers, proxy servers, remote access
dialup.

e Hardware

As software developer, the company has simultaneously also
gained substantial expertise for hardware developer and the
Company expect to get good business in the years to come.
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3. Data Technologies

Your Company has successfully completed 6 years of India’s
premier business to business portal catering to needs of
electrical industry. The Company is proud to venture into and
diversify seeing the potential and industry scenario into
business of data technologies.

4. Web Technologies

Your Company, couple of years back head diversified into the
E-Commerce industries by way of equity placement to Unit
Trust of India, where in the Company sold its 11% stake to
capitalized and diversify in the business of E-Commerce
namely by Dot Com industry. The Company launch a premier
B2B portal www.indiaelectricmarket.com . The viewer ship and
number of visitors to the portal are enormous which amount
to approximately Lac hits per month. This is to really and
encouraging rate of number of its for B2B portal in present
industry scenario. The target customer is a large electrical
goods buyer, contractors, architects, consultants, dealers and
distributors, corporate etc.

The Company basically has a revenue model that is based on
modules like tender services, new project listings, news and
views, resell markets, auctions, online exhibitions, i.e. all
provided online via net. The specific area lead to need to
educate the user customer with the concept itself, in the
process company landed up with lot of orders for wed
designing. Since the Company’s portal is up and running now
for 306 years it only needs maintenance and updating. The
spare expertise of the main power was thus used to provide
the customer with web designing facilities, basically making
web sites of the Companies or Corporate. The web sites normal
size is 2 MB, 5 MB or 10 MB size. This lead the Company to
provide the web designing from concept , drafts , approvals ,
designs , look and feel , navigation ease , uploading ,
launching and speed of web site basically complete portal
management and support.
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This has added one more product to the diverse range of
operations of the Company portal management and web
designing.

FUTURE PROSPECTS

Your Company sustains a relentless competitive focus as the
economic climate is expected to remain challenging. Your
Company will continue to deploy resources in a focused
manner to secure stakeholder interest and pursue growth.

The future prospectus of the industry as on overall does not
look good thus it is very important for us to sustain and try
and look for new and better areas within the IT industry to
survive and make the entity profitable and in the event we
have decided to focus upon two areas.

These will over and above the existing operations of the
company.

DIRECTORS' RESPONSIBILITY STATEMENT:

(i) Your Directors have followed the applicable accounting
standards alongwith proper explanation relating to
material departure, if any, while preparing the annual
accounts;

(i)  Your Directors have selected such accounting policies
and applied them consistently and made judgments and
estimates that are reasonable and prudent so as to give
true and fair view of the state of affairs of the Company
at the end of financial year and of the profit of the
Company for the period;

(iii  Your Directors have 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.
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(iv)  Your Directors have prepared the annual accounts on a
going concern basis.

AUDITORS:

M/s. Vijay N Tewar & Co., Chartered Accountants, Vadodara,
Auditors of the Company retire at the conclusion of this Annual
General Meeting and being eligible offer themselves for
reappointment. You are requested to appoint Auditors and fix their
remuneration.

CORPORATE GOVERNANCE

A separate section Corporate Governance and certificate from the
Auditors of the Company regarding compliance of conditions of
Corporate Governance as stipulated under Clause 49 of the Listing
Agreement with Stock Exchange, forms part of the Annual Report.

PARTICULARS RELATING TO CONSERVATION OF ENERGY,

A. CONSERVATION OF ENERGY:

The Company does not have information required under Section
217 (I) (e) of the Companies Act, 1956 read with the Companies
(Disclosures of Particulars in the Board of Directors) Rules, 1988 to
offer and hence no particulars have been furnished.

B. FOREIGN EXCHANGE EARNING & OUTGO:

During the year, the Company has neither earned nor spent any
foreign exchange during the year.

ACKNOWLEDGEMENTS:

Your Directors take opportunity to express their gratitude to SEBI,
Stock Exchanges, Government Authorities, Bankers, Employees &
Shareholders for their continued support and co-operation.
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CORPORATE GOVERNANCE REPORT

DIL believes that a sound Corporate Governance policy drives healthy business
growth and is an important instrument of enhancing investor confidence. DIL has
been committed to highest standards of Corporate Governance practices since its
inception. Good Corporate Governance provides an appropriate framework for the
Board and the management to enhance shareholders wealth. The Company complies
with the Corporate Governance code enshrined in Clause 49 of listing agreement.

Your Company has also familiarized itself with to requirements of the Corporate
Governance Guidelines 2009 issued by the Ministry of Corporate Affairs.

BOARD OF DIRECTORS

Composition

The Board of Directors comprises 6 directors, out of which 5 directors are non-
executive directors. The two executive directors include — Managing Director. Half
of the Directors are independent Directors in the Board and free from any business
or other relationship which could materialy interfere with the exercise of their
independent judgment. The directors bring to the Board a wide range of experience
and skills in different fields. . The composition of the board is in conformity with
the listing agreement.

None of the Board of Directors is a member on more than 10 Committees and
Chairman of more than 5 Committees (as specified in Clause 49 of the listing
agreement with the Stock Exchange) across al the companies in which they are
Directors. Necessary disclosure regarding committee position has been made by the
Directors.

Attendance of the Directors at the Board Meeting, last AGM and details of
membership in other Board/Committee are as under:
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Name Category / No. of AGM No. of other No. of other Board
Position Board Meetings 30.09.1 Directorship Committees
Held | Attended Member | Chairman | Member | Chairman
Shri S.N. Bhatnagar NE/ Chairman | 7 7 Yes 5 1 - -
Shri Sumit Bhatnagar Ex / Managing | 7 7 Yes 8 - - -
Director
Shri Amit Bhatnagar NE /[ Vice|7 6 Yes 7 - 1 -
Chairman
Shri Prakash Sinha NE/ Directors 7 5 No 2 - 3 1
Shri GajendraNarayan | NE/ Directors 7 4 No - - 3 1
Verma
Shri Triloki Narayan NE/ Directors 7 6 No 2 - 3 1
Bhatnagar

Ex = Executive Director, NE = Non-Executive Director, C = Chairman, MD = Managing
Director, IMD = Joint Managing Director.

Seven Board Meetings were held during the year under review on 30.04.2010, 02.06.2010,
25.07.2010, 09.08.2010, 30.08.2010, 29.10.2010 and 14.02.2011. The gap between two
meetings did not exceed four months.

The information as required under Annexure-1 to clause 49 is being made available to the
Board.

AUDIT COMMITTEE:

The Audit Committee of the Company functions under the Terms of Reference as
stipulated by Clause 49 of the Listing Agreement and the Companies Act, apart
from overseeing the process of checks and balances in the working of the Company.

The composition of the Audit Committee with change during year and the details of
meetings attended by the Members are given below:

Sr. | Names of Members Position Status No. of Meetings
e Held | Attended
1 | Shri Prakash Sinha Independent Director | Chairman | 4 3

2 | Shri GgiendraNarayan Verma Independent Director | Member | 4 4

3 | Shri Triloki Narayan Bhatnagar Independent Director | Member 4 2
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Four Audit Committee Meetings were held during the year under review on 30.04.2010,
09.08.2010, 29.10.2010 and 14.02.2011.

The following are the terms of reference for the Audit Committee:
1. Oversee the Company's financia reporting process and the disclosure of its

financial information to ensure that the financial statement is correct,
sufficient and credible.

2. Recommend the appointment and removal of external auditor, fixation of
audit fee and also approval for payment for any other service.

3. Discuss with auditors once every year the nature and scope of audit.

4, Review the Quarterly and annua financial statements before submission to

the Board, primarily focusing on the following points and also ensure
compliance of internal control systems:
e Any changesin accounting policies and practices.
e Magjor accounting entries based on exercise of judgment by
management.
Qualification in draft audit report.
Significant adjustments arising out of audit.
The going concern assumption.
Compliance with accounting standards

5. Compliance with stock exchange and legal requirement concerning financial
statements.
6. Review with management, external and internal auditors, the adequacy of

internal control systems, significant findings and follow up thereon.
Review the company's financial and risk management policies.
Look into the reason for substantial defaults, if any, in payment to the
depositors, debenture holders and creditors, if any.
0. The Audit Committee may
e |Investigate any activity within its terms of reference.
e Seek information from any employee.
e Obtain outside legal or other professional advice.
e Secure attendance of outsiders with relevant expertise, if it
considers necessary.

o N
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REMUNERATION COMMITTEE:
The Remuneration Committee comprises of the following Directors.

Sr. | Name of the Director Position Category

No.

1 Shri Gajendra Narayan Verma Chairman Independent Director
2 Shri Triloki Narayan Bhatnagar Member Independent Director
3 Shri Prakash Sinha Member Independent Director

The objectives of the remuneration policy are to motivate employees to excel in their
performance, recognize their contribution and retain talent in the organization and record
merit.

The Details of remuneration and sitting fees for Board and other committee meetings paid
to the Directors for the year ended March 31, 2011:

Name Category / Position | Salary Sitting Fees | Other Allowances
(Rs) (Rs) (Rs)

Shri S. N. Bhatnagar NE/ Chairman NIL NIL

Shri Amit Bhatnagar Ex. MD 12,000 | NIL 12,000

Shri Sumit Bhatnagar NE/Vice Chairman | NIL NIL

Shri Ggjendra Narayan NE NIL NIL

Verma

Shri Triloki Narayan NE NIL NIL

Bhatnagar

Shri Prakash Sinha NE NIL NIL

I nvestor’'s Grievances Committee:

The references mandated by your Board in line with the statutory and regulatory
regquirements are:
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I. Redressing of shareholders and investors complaints;
[1. To ensure expeditious share transfers,
[11. To review status of lega cases involving the investors where the Company has
been made a party.

The composition, names of the members, chairperson, and particulars of the meetings and
attendance of the members during the year are asfollows:

Names of Member s Position Category Meetings (10-11)
Held Attended

Shri Triloki Narayan Chairman | Independent Director | 4 2

Bhatnagar

Shri Prakash Sinha Member Independent Director | 4 2

Shri Ggjendra Narayan Member Independent Director | 4 4

Verma

Shri Sumit Bhatnagar Member Executive Director 4 1

Four Investor Grievance Committee Meetings were held during the year under
review on 30.04.2010, 09.08.2010, 29.10.2010 and 14.02.2011.

Name, designation & address of Compliance Officer:
Shri Vinay Patnerkar

Deputy Compliance Officer

Diamond Infosystems Limited,

“ESSEN Info Park”

5/ 12, BIDC, Gorwa,

Baroda - 390016.

Phone : 91-265-2284328, 2283969
Fax 91-265-2280528
E-mall :
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Details of investors complaints received during April 1, 2010 to March 31, 2011

are asfollows:
Sr. Nature of Complaint Recd. Disposed Pending Remarks
No.
1 Non- receipt of dividend warrant 0 O 0 --
2 Excess Shortpayement of Dividend 0 --
Warrant
3 Non-receipt of Annual Reports 0 0 0 --
4 Legal Notice 0 0 0 --
5 Non- reciept of refund order 0 0 0 --
6 Correction of name on securities 0 0 0 --
7 Non Reciept of Security- Complaint | O 0 0 --
relating to transfer of Shares
8 Clarification regarding shares 0 0 0 --
General Body Mestings:
Particulars about the last Three Annual General Meetings of the Company are:
Sr. AGM Particulars & Date Venue Time
No.
1 29.09.2008 Registered Office 10.00 am.
2 30.09.2009 Registered Office 10.00 am.
3 30.09.2010 Registered Office 10.00 am.
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Material Disclosures:

No transaction of material nature has been entered into by the Company with Directors or
Management and their relatives, etc. that may have a potential conflict with the interests of
the Company. The Register of Contracts containing transactions in which directors are
interested is placed before the Board of Directors regularly.

Asrequired under clause V of Clause 49 of the listing agreement with the stock exchanges,
the Managing Directors, Company Secretary have certified to the Board the financial
statements for the year ended March 31, 2011. They have further declared that al the board
members and senior personnel have affirmed compliance with the code of conduct for the
year ended March 31, 2011.

M eans of Communication:

Y our company uses several modes of communication with its external stakeholders
such as announcements, press releases in newspapers and other reports to the
members. Your Company’s Quarterly Results are published in one English Daily
newspaper and one Vernacular Daily newspaper and also forwarded to BSE.

General Shareholder I nformation:

ADDRESS OF | DIAMOND INFOSY STEMS LIMITED
CORPORATE /. )
HEADQUARTERS: ESSEN INFOPARK”, 5/12 BIDC,

GORWA, VADODARA - 390016.

I.| CONTACT PERSON: SHRI VINAY PATANKAR

DEPUTY COMPLIANCE OFFICER

[1.] ANNUAL GENERAL

MEETING: 27 TH SEPTEMBER, 2011

IV.IDATE OF  BOOK |20.09.2011 TO 27.09.2011 (both daysinclusive)
CLOSURE
V. LISTED ON: THE BOMBAY STOCK EXCHANGE
LIMITED, MUMBAI SCRIP CODE: 530801
The Listing Fees to Bombay Stock Exchange Ltd.
has already been paid for the year 2010- 2011.
VI.| WEBSITE:

www.diinsy.com
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. Registrar and Share

Transfer Agents Karvy Computershare Pvt. Ltd.
PLOT NO. 17 TO 24,
VITTALRAO NAGAR
MADHAPUR HYDERABAD - 500 081
TEL NO: 040-23420818 to 28 EXT : 188
FAX NO: 040-23421971

[1. ShareTransfer System:

Transfer of shares is done through depositories by the Share transfer
Agents without the involvement of the Company. The transfer of Sharesin
the physical form is done every 15 days from the date of receipt of the
completed share transfer forms.

COMPLIANCE WITH NON-MANDATORY REQUIREMENTS
1. The company is not maintaining a separate office for the Chairman.

2. The Companies Amendment Act, 2000 has introduced the concept of
postal ballot in respect of certain items. The Company will comply with
these requirements as and when necessary.

3. The announcement of Quarterly results carries information on important
devel opments for the benefit of shareholders.

FOR AND ON BEHALF OF THE BOARD
DIAMOND INFOSYSTEMS LTD.

Sd/-
CHAIRMAN

Place : Vadodara
Date : 11tk August, 2011
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MANAGEMENT DISCUSSION REPORT

The financial statements have been prepared in compliance with the
requirements of the Companies Act, 1956, guidelines issued by the
Securities and Exchange Board of India (SEBI) and the Generally

Accepted Accounting Principles (GAAP) in India. Our Management

accepts responsibility for the integrity and objectivity of these financial
statements, as well as for the various estimates and judgments
used therein. The estimates and judgments relating to the financial
statements have been made on a prudent and reasonable basis, so that
the financial statements reflect in a true and fair manner the form and
substance of transactions, and reasonably present our state of affairs,

profits and cash flows for the year.

A. Industry structure and developments

Changing economic and business conditions and rapid technological
innovation are creating an increasingly competitive market
environment that is driving corporations to transform their operations.
Consumers of products and services are increasingly demanding
accelerated delivery times and lower prices. Companies are focusing
on their core competencies and using outsourced technology service
providers to adequately address these needs. The role of technology has
evolved from supporting corporations to transforming their business.
There is an increasing need for highly skilled technology professionals

in the markets in which we operate. At the same time, corporations



are reluctant to expand their internal IT departments and increase
costs. These factors have increased the reliance of corporations on
their outsourced technology service providers and are expected to
continue to drive future growth for outsourced technology services.
1. Increasing trend toward offshore technology services
Outsourcing the development, management and ongoing maintenance
of technology platforms and solutions has become increasingly

important to companies.
2. The India advantage

India is widely recognized as the premier destination for offshore
technology services. According to the NASSCOM Strategic Review
2011, IT services exports (excluding exports relating to business
process outsourcing (BPO), hardware, engineering design and product
development) from India are estimated to grow by 22.7% in fiscal

2011, to record revenues of US$ 33.5 billion.
3. Evolution of technology outsourcing

The realm of technology outsourcing is changing. In an environment
of rapid technological advancement, globalization and regulatory
changes, companies are looking at outsourcing approaches that require
their technology service providers to develop specialized systems,

processes and solutions along with cost-effective delivery capabilities.



5. Our end-to-end solutions

We complement our industry expertise with specialized support for
our clients. We also leverage the expertise of our various Centers
of Excellence and our software engineering group and technology
lab to create customized solutions for our clients. In addition, we

continually evaluate and train our professionals in new technologies
and methodologies. Finally, we ensure the integrity of our service

delivery by utilizing a scalable and secure infrastructure.

B. Financial condition

Our Financial Numbers speaks in our Balance Sheets and Profit & Loss Accounts of the Company.

statements section of this report.

Events occurring after the Balance Sheet date
There were no significant events occurring after the Balance Sheet date.
Opportunities and threats
We believe our competitive strengths include :
« Leadership in sophisticated solutions that enable our clients to
optimize the efficiency of their business
* Proven GDM
« Commitment to superior quality and process execution
» Strong brand and long-standing client relationships

« Status as an employer of choice



* Ability to scale

« Innovation and leadership

1. Our strategy
We seek to further strengthen our position as a leading global
technology services company by successfully differentiating our service
offerings and increasing the scale of our operations. To achieve these
goals, we seek to :
« Increase business from existing and new clients
» Expand geographically
« Continue to invest in infrastructure and employees
« Continue to enhance our engagement models and offerings
« Continue to develop deep industry knowledge
 Enhance brand visibility

* Pursue alliances and strategic acquisitions

2. Competition

We operate in a highly competitive and rapidly changing market and
compete with consulting firms such as Accenture Limited, Atos Origin
S.A., Cap Gemini S.A., and Deloitte Consulting LLP; divisions of large

multinational technology firms such as Hewlett-Packard Company
and International Business Machines Corporation; IT outsourcing
firms such as Computer Sciences Corporation, Keane Inc., Logica

Plc and Dell Perot Systems; offshore technology services firms such

as Cognizant Technology Solutions Corporation, Tata Consultancy



Services Limited and Wipro Technologies Limited; software firms such
as Oracle Corporation and SAP A.G.; business process outsourcing
firms such as Genpact Limited and WNS Global Services and in-house
IT departments of large corporations.

In the future, we expect competition from firms establishing and
building their offshore presence and firms in countries with lower
personnel costs than those prevailing in India. However, we recognize
that price alone cannot constitute a sustainable competitive advantage.
We believe that the principal competitive factors in our business
include the ability to effectively integrate onsite and offshore execution
capabilities to deliver seamless, scalable, cost-effective services; increase
scale and breadth of service offerings to provide one-stop solutions;
provide industry expertise to clients’ business solutions; attract and
retain high-quality technology professionals and maintain financial
strength to make strategic investments in human resources and physical
infrastructure through business cycles.

We believe we compete favorably with respect to these factors.

E. Outlook, risks and concerns
This section contains forward-looking statements that involve risks
and uncertainties. Our actual results could differ materially from those
anticipated in these statements as a result of certain factors.
The following lists our outlook, risks and concerns :
« Our revenues and expenses are difficult to predict and can vary
significantly from period to period, which could cause our share

price to decline. We may not be able to sustain our previous profit



margins or levels of profitability.

« Our revenues are highly dependent on clients primarily located
in the U.S. and Europe, as well as in certain industries, and an
economic slowdown or other factors that affect the economic

health of the U.S., Europe or these industries may affect our
business.

* Currency fluctuations may affect the results of our operations.

« Our success depends largely upon our highly skilled technology
professionals and our ability to hire, attract, motivate, retain and
train our personnel.

» We may face difficulties in providing end-to-end business solutions
for our clients, which could lead to clients discontinuing their
work with us. This in turn could harm our business.

* Intense competition in the market for technology services could
affect our cost advantages, which could reduce our share of
business from clients and may decrease our revenues.

* Our revenues are highly dependent upon a small number of clients,
and the loss of any one of our major clients could significantly
impact our business.

* Legislation in certain countries in which we operate, including the
United States and the United Kingdom, may restrict companies in
those countries from outsourcing work to us.

» Compliance with new and changing corporate governance and
public disclosure requirements adds uncertainty to our compliance
policies and increases our costs of compliance.

« Our failure to complete fixed-price, fixed-timeframe contracts or



transaction-based pricing contracts within the budget and on time,
may negatively affect our profitability.

« Our client contracts can be terminated without cause and with
little or no notice or penalty. This could negatively impact our
revenues and profitability.

» Our engagements with customers are singular in nature and do not
necessarily provide for subsequent engagements.

« Our client contracts are often conditioned upon our performance,
which, if unsatisfactory, may result in less revenue than previously
anticipated.

» Some of our long-term client contracts contain benchmarking
provisions which, if triggered, could result in lower future revenues
and profitability under the contract.

* Our business will suffer if we fail to anticipate and develop new
services and enhance existing services in order to keep pace with
rapid changes in technology and in the industries on which we
focus.

* Disruptions in telecommunications, system failures or virus attacks
could harm our ability to execute our GDM, which could result in
client dissatisfaction and a reduction of our revenues.

» We may be liable to our clients for damages caused by disclosure of
confidential information, system failures, errors or unsatisfactory
performance of services.

« Our increasing work with governmental agencies may expose us
to additional risks.

» We are investing substantial cash assets in new facilities and



physical infrastructure, and our profitability could be reduced if
our business does not grow proportionately.
« We may be unable to recoup our investment costs to develop our
software products.

* Our insiders who are significant shareholders may control the
election of our Board and may have interests that conflict with
those of our other shareholders or holders of our ADSs.

» We may engage in acquisitions, strategic investments, strategic
partnerships or alliances or other ventures that may or may not
be successful.

* Our net income would decrease if the Government of India
reduces or withdraws tax benefits and other incentives it provides
to us or when our tax holidays expire or terminate.

« In the event that the Government of India or the government
of another country changes its tax policies in a manner that is
adverse to us, our tax expense may materially increase, reducing
our profitability.

» We operate in jurisdictions that impose transfer pricing and other
tax-related regulations on us, and any failure to comply could
materially and adversely affect our profitability.

» Wage pressures in India and the hiring of employees outside India
may prevent us from sustaining our competitive advantage and
may reduce our profit margins.

« Terrorist attacks or a war could adversely affect our business,
results of operations and financial condition.

» The markets in which we operate are subject to the risk of



earthquakes, floods, tsunamis and other natural and man made
disasters.

« Changes in immigration laws may affect our ability to compete
and provide services to our clients in various countries. This could
hamper our growth and may have an impact on our revenues.

« Qur ability to acquire companies organized outside India depends
on the approval of the Government of India and / or the Reserve
Bank of India, and failure to obtain this approval could negatively

impact our business.

F. Internal control systems and their adequacy

The CEO and CFO certification provided in the CEO and CFO
Certification section of the Annual Report discusses the adequacy of

our internal control systems and procedures.

G. Material developments in human resources /
industrial relations, including number of people
employed
Our culture and reputation as a leader in the technology services
industry enables us to recruit and retain some of the best available

talent in India.



CERTIFICATION

To
The Board of Directors
Diamond Infosystems Limited

Baroda

We, Undersigned Dr. Sumit Bhatnagar, Managing Director and Amit Bhatnagar, Vice
Chairman of the Company, certify that :

1. We have reviewed the Balance Sheet and Profit and Loss account (standalone and
consolidated), and all the schedules and notes on accounts, as well as the Cash Flow
statements, and the Directors’ report.

2. Based on our knowledge and information, these statements do not contain any untrue
statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading
with respect to the statements made.

3. Based on our knowledge and information, the financial statements, and other financial
information included in this report, present in all material respects a true and fair view of the
Company’s affairs, the financial condition, results of operations and cash flows of the
Company as of, and for, the periods presented in this report, and are in compliance with the
existing accounting standards and / or applicable laws and regulations.

4. To the best of our knowledge and belief, no transactions entered into by the Company
during the year are fraudulent, illegal or violate of the Company’s Code of Conduct.



5. We are responsible for establishing and maintaining disclosure controls and procedures
and internal controls over financial reporting for the Company. and we have :

a. Designed such disclosure controls and procedures to ensure that material information
relating to the Company, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being
prepared.

b. Designed such internal control over financial reporting, or caused such internal control
over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with Generally Accepted Accounting
Principles (GAAP).

c. Evaluated the effectiveness of the Company’s disclosure, controls and procedures.

d. Disclosed in this report any change in the Company’s internal control over financial
reporting that occurred during the Company’s most recent fiscal year that has materially
affected, or is reasonably likely to materially affect, the Company’s internal control over
financial reporting.

6. We have disclosed, based on our most recent evaluation, wherever applicable, to the
Company’s auditors and the audit committee of the

Company’s Board of Directors (and persons performing the equivalent functions) :

7. In the event of any materially significant misstatements or omissions, we will return to the
Company that part of any bonus or incentive or equity-based compensation, which was
inflated on account of such errors.



8. We affirm that we have not denied any personnel, access to the audit committee of the
Company (in respect of matters involving alleged misconduct) and we have provided
protection to whistleblowers from unfair termination and other unfair or prejudicial
employment practices.

9. We further declare that all Board members and senior managerial personnel have affirmed
compliance with the Code of Conduct for the

current year.

For Diamond Infosystems Limited

Sd/- Sd/-
Dr. Sumit Bhatnagar Amit Bhatnagar

Managing Director Vice Chairman

CODE OF CONDUCT

In compliance with Clause 49 of the Listing Agreement, the Company
has adopted a Code of Conduct. This code is applicable to the Members

of the Board, the Executive Council and all employees of the Company.
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AUDITORS' REPORT

To,

The Members

Diamond Infosystems Ltd.
Baroda, Gujarat

We have audited the attached Balance Sheet of Diamond Infosystems Ltd (herein after
referred toas the “Company”) at 31* March, 2011 and also the annexed profit and loss Account
and the cash flow statement for the financial 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.

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

As required by the Companies (Auditor's Report) Order, 2003, issued by the Central
Government in terms of Section 227 (4A) of Companies Act, 1956 and on the basis of such
check of the books and records of the Company produced before us and as considered
appropriate by us, we enclose in the Annexure a statement on the matters specified in
paragraphs 4 and 5 of the said order.

Further to our comments in the Annexure referred to in paragraph above, we report that:

a) We have obtained all the information and explanations, which to the best of our knowledge
and belief, were necessary for the purpose of our audit.

b) In our opinion, the Company has kept proper books of account as required by law so far as
it appears from our examination of the books and proper returns adequate for the purpose
of our audit.

1) The Balance Sheet and Profit and loss Account dealt with by this Report are in agreement
with the aforesaid books of accounts.

2) In our opinion, the Balance sheet, Profit and Loss Accounts and Cash Flow Statement of the
company dealt with by this report, generally comply with the Accounting Standards referred
to in Section 211(3C) of the Companies Act, 1956.

5) On the basis of written representations received from the Directors, as on 31% March, 2011
and taken on record the Board of Directors, we report that none of the Directors are
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disqualified as on 31 March, 2011 from being appointed as a Director in terms of clause (g)
of sub-section (1) of Section 274 of the Companies Act, 1956.

6) In our opinion and to the best of our information and according to the explanations given to
us, the said accounts read together with the schedules and notes thereon, give the
information required by the Companies Act, 1956, in the manner so required the give a true
and fair view in conformity with the accounting principles generally accepted in India:

I) Inthe case of balance sheet of the State of affairs of the Company as at 31° March 2011
And

II) Inthe case of Profit & Loss Account, of the Profit for the year ended on that date.

[I) In the case of Cash Flow Statement, of the Cash Flow as on that date.

For Vijay N. Tew
d

Place : Vadodara M.No.40678
Date :11.08.2011 Firm Reg.No 111422W

315-16, Panorama,R.C.DuttRoad, Alkapur, Vadodara -390007.Tel.:(91-265) 2334295,2337702 Fax..:(91-265) 3083444
E-mail: vijay@vijaytewar.com, vijaytewar @yahoo.com Website: www.vijaytewar.com




=

Vi JAYN. TEWAZ & Co.

T

CHARTERED ACCOUNTANTS

ANNEXURE TO THE AUDITORS’ REPORT

1 (a) The Company has maintained proper records showing all particulars including
guantitative details and situation of Fixed Assets.

(b) As explained to us, the physical verification of its fixed assets located at the plant have
been conducted by the management at reasonable intervals. In our opinion, the frequency
of the verification is reasonable having regard to the size of the Company and the nature of
its assets. No material discrepancies were noticed between the book records and the
physical inventory in respect of the assets.

(c)During the period under audit, the Company has not sold/disposed off substantial part of
its Fixed Assets.

2 (a) Physical verification of inventory has been conducted by the management at reasonable
intervals during the audit year.

(b) In our opinion and according to the information and explanations given to us, the
procedures of physical verification of stock followed by the management were found
reasonable and adequate in relation to the size of the Company and the nature of its
business.

(c) In case of maintaining proper records of Inventories, we are unable to comment upon the
same as they are not available to show.

3 (a) The company has neither granted nor takenin form of loans, secured or unsecured
to/from companies, firms or other parties listed in the register maintained under section 301
of the Companies Act, 1956.

(b) In the absence of loan agreement, we are unable to comment on this para, however as
informed to us by the company such payment have been made by the company in the
ordinary course of business and to the companies under the same management.

(c) As stated above in the Para (b) the loans have been granted to the companies under the
same management the repayments have been made as and when required.

(d) As stated in the above Para (c) no overdue amount more than one lac can be worked
out.

(e) No formal terms and conditions for payment of the principal amount and interest, so we
are not in position to give our opinion that installment payments are regular or not.

(f) As stated in the point no.(e) above, we are unable to comment whether repayment of
principal and interest was regular or not.

315-16, Panorama,R.C.DuttRoad, Alkapur, Vadodara -390007.Tel.: (91-265) 2334295,2337702 Fax..:(91-265) 3083444
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4 In our opinion and according to the information and explanations given to us by the
management, there is adequate internal control system commensurate with the size of the
company and nature of its business with regard to purchase of stores, raw materials
including components, plant and machinery, equipment and other assets and for sales of
goods and services. During the course of our audit, we have not observed any continuing
failure to correct major weaknesses in the internal control system.

5 (a) In respect of contracts or arrangements to be entered in the Register maintained in
pursuance of Section 301 of the Companies Act, 1956, to the best of our knowledge and
belief and according to the information and explanations given to us, though the company
have entered in contracts or arrangements that need to be entered in the register referred to
in the section 301, the company has neither maintained nor entered in the register to be
maintained under section 301 of the Act.

(b) We are unable to comment in case of each of such transaction is in excess of Rs 5
Lakhs in respect of any party, the whether they have been made at a price which are prima
facie reasonable having regard to prevailing market price at the relevant time, as we are not
unable to compare it with the competitor price.

6 According to the information and Explanations given to us, the company has not accepted
any deposits from the public during the yearwithin the provisions of section 58A and 58AA of
the Companies Act, 1956 and rules framed there under to the extent applicable.

7 In our opinion in respect of adequacy of Internal Audit System, the company needs to be
strengthened its internal Audit System to make it commensurate with its size and nature of
business.

8 To the best of our knowledge and as explained, the Central Government has not prescribed
maintenance of Cost records under clause (d) of sub section (1) of section 209 of the
Companies Act 1956 for products of the Company.

9 (a) According to the records of the Company, Provident Fund, Employee State Insurance,
Investors Education & Protection Fund, Income Tax, Wealth Tax, Service Tax, Sales Tax,
Customs Duty, Excise Duty, Cess and other material statutory dues have generally been
regularly deposited with the appropriate authorities save few instances, though the delays in
deposits have not been serious.
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(b) This Clause is not applicable.

10 The Company has no accumulated losses as at March 31%, 2011 and it has not incurred
cash losses in the financial year ended on that date or in the immediately preceding financial
year.

11 According to the records of the Company examined by us and the information and
explanations given to us, the Company has not defaulted in repayment of dues to the
financial institutions or bank or debenture holders as at the Balance Sheet date.

12 As explained to us, the company has not granted any loans or advances on the basis of
security by way of pledge of shares, debentures or any other securities.

13 The provision of any special statute applicable to Chit fund/ nidhi /mutual benefit fund /
societies are not applicable to the company.

14 The company is not dealing or trading in shares, securities, debentures and other
investments and hence the related reporting requirement is not applicable.

15 We are unable to know whether the company has given any guarantees against loans taken
by others from banks and financial institutions. So we are not able to form our opinion on it.

16 NoTerm loans have been raised during the period and hence, this clause does not apply.

17 According to the information and explanation given to us and on an overall examination of
the balance sheet of the company, we report that no funds raised on short term basis have
been used for long term investment and no long term funds have been used to finance short
term assets except permanent working capital.
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18 According to the information and explanations given to us, the company has not made any
preferential allotment of shares to parties and companies covered in the register maintained
under section 301 of the Companies Act, 1956 during the period.

19 No debentures have been issued during the year.

20 The company has not raised any money by public issue during the year.

21 According to the information and explanations given to us, no fraud by the company and no
material fraud on the Company has been noticed or reported during the course of our audit.

For Vijay N. Tew

Place : Vadodara M.No0.40678
Date :11.08.2011 Firm Reg.No 111422W
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i DIAMOND INFOSYSTEMS LIMITED
(FORMERLY KNOWN-AS ENTERPRISE INTELLESENT SYSTEMS LIMITED)

SHEDULE « 5! INVESTMENTS

HTICULARS

g Term Investments : (AL Cosl) T wiue
) Investments in Guoted Shares
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. DIARMOND INFOSYSTEMS LIMITED
(FORMERLY KNOWHN AS ENTERPRISE INTELLIGENT SYSTEMS LIMITED)

CHEDULE - & : CURRENT ASSETS, LOANS & ADVANCES

AETICULARS

9

TTAYCURRENT ASSETS
(A-11 Sundry Debters (Unsesured Considared Cood)
For mare then § anonlhe
Other ]
(Cehtors Dua From Related Fames HE, 184545 bacs]
Sundry Delitors - Tatal
[5:2) Cz=h & Bank Balance
Cazhon hand
Bank Galance
Fixed Deposit
“"ash & Bank Balsnce -- Total

B} Leans & Advanees (Lnsecured Considare:l qood)
[2-1} Governmeant Advances
Income Tax
Sovarsnment sdvances -- Tolal
{E-2) Corperate Advances {Ta Related Parlies)
Giamand E.HY. Canduglss
Deanand Presoct (P} Lid (L & &)
Corpurale &dvancos - Total
1B-3) Oenher Azlvances
Claar Achrannes
feadvances 1o Related Padizas OF Rz 18 52 Lacs)
Orher Advances - Talal

Leans & Advances - Tatal

(¢ ) Dzposit
- Ee1) Sundry Deposiis
- _gase Rend
Cilher Deposils
(Daposte Ta Related Parkias OF Rs,203.08 Lecs)
Swndry Deposits <« Tolal

Laans, Advances & Deposits -- Tatal

Curreat ﬁfisebz‘, Lozms & Advances -.- Tﬁl:al

Page ot 4

3132011 "] 3732010
- == L RE‘" H‘_‘:
|
140,342 833 161,582,658
318,557 442 340,080,740 |
558,200,051 441 BR3,298
7,354 25,2048
817,198 1,344,338
3 EIFARURY
e lilldas | 1,683 E40
|
o730 N2 | 5,425 67
| q,780,922 5426467
9.050 3,050 |
24,127 ' 24,127
2F AT 2T AT
4, 871 B4 1.871 844
|
4. BT, Bd4d 1,871,544
' 14,689,943 7,325 438,
1,500,000 | 1,530,000
| _21.430.249 | 24 £08 445
; I
52,830,249 21,800 455
37,620,192 | 30,253,037
547,344,853 | 473,566,763




. DIAMOND INFOSYSTEMS LIMITED
(FORMERLY KHOWR AS ENTERPRISE INTELLIGENT SYSTEMS LIMITED)

ECJ-I'_E:I I_J!._‘l:. =¥ ﬁEﬂHEHT Lﬂ.‘tlflEIl._.lTIE!'? & PROVISIOHS
PARTIGULARS ——— d (EEE — AT
[ Ag CURRENT LIARILITIES - 1y 5
[(A-11 Sundry Creditors
Crgditonrs [or Goods ROSO19170 204 708 714
. | .
Sundry Et‘-fi-f:hti::l.r’s.- ni Todal | 00,012,170 ) [ G51,209.714
{A-2] Croditors [or Othars T Ll
Culies & Taxes Payshia 7,136 487 5 805,715
Ciraclitars far Cllers <= Total T Ao AT0 £ T A
(&3 Cliver Liabilidies Payable !
Glhar Liabilities Paysh'e 1,785,303 | N
- Ciher Llnhilities Fayabla == Todal 1 785303 ! 2 023,359
el Lighilities - Total F00.849.253 383,833,750
:
| (
(E] FROVISIONS |
Ficdision far Tazxation 10,000,020 & B00.000
Erovisien for Expanzes 257 756 136515 |
Provizions — Yotal n | 10,257,756 5.735,615
Zurrenl Laablities & Frovisions - Talal | 819,198,703 " A05.57E. 354
Fage 4 of 4




DIAMOMND INFOSYSTEMS LINMITED

{FORNMERLY KNOWH AS ENTERPEISE INTELLIGENT SYSTEMSG LINETED}

SCHEDULES FORMING PART OF PROFIT & LOSS ACCOUNT FOR THE YEAR 2010-11

"

SCHERULE =@ | OTHER INCORE

FLRRTIGLILARS 20101 260511
F.s. F5.
Froslgionsg f Dol Dokals Willen Backd Exeass | - 1,453
I:Ii'_,'i?::l-‘:nd Fosaived ‘ &, 703,50 ' 1,831 %55
Inczme from Rt 612,000 815,000
Irleresr Becsiven PR, 28 Cg
Hotice Pay Recadesedl 172 683 50,654
CHAET [N . 5.0£3 35,487
i Feimbursamant of Exnense of | ead Genergtion 7 A0 00 i -
£ Caxchnbifion Cxponss Rairbursaed 20, 000
g& Bugingss Sludy ... 22 EA5 | b
Qihgr lncome -Tatal 4,567,622 277,916 |

SCHEGULE -9 NET RAW MATERIAL CONSLUMED

[PARTICULARS 701011 [
Fs.

Cpening Siock
Add:. Purchases
Less: Closing Sioek

Wl Consumed - Tolal

SCHEDULE - 10 DIRECT EXPENSES

FARTICULARE

—

=3 F_r';a‘:ighln.lr‘:w;é_l:'u
Iniem=t Servines
Domain angd Space Bogking Chgrces
Lansamable Stores

Sirvice Charees

3114, 205,167

2010-11
Rs. -
47,089 |
13,038
122,320
Ha5

70140

irecl Expenses - Total

1,947,922

Fage 1 ar 4
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CIAMOND INFOSYSTERMS LIMITED

“ [FORMEZRELY BMOWH AS ENTERPRIZSE IMTELLIGEMNT SYSETEMS LIKITED)
SCHEDOULES FORMING PART QF PROFGIT & LOSS ACCOUNT FOR THE YEAR 2019-11

.E.I_ZH EAOULE =11 EMPLOYEES EMOULMENTS -
FARTICULARS = : Z0i0-171 200510
m : F.5. _ _ REs.
Adminisleaben GRarges P & EoL] - 29,011 | T 25481
|Banus 143 652 | 52 369
Co's Conlibution o LW F 181 T
Co's Confribution to 3 58,539 15,580
s Condribution fo FRF 113, 108 102,907
o'y Ceatribution to Prow Fund P03 268 g7 434
Convayanoe Allowaroe Edd 140 452,219
Education Allowance 830,032 474,239
Ex-Gralia G034 -
H. A, & Soa B3 B4AD Ga7
Leave Encashrent -1 11,665
IL.i'_-'ri-E:ﬁ'- g5 332 78,045
L. T A 750 7372 | 632,317 |
Medical Allswanmse BA% 540 | 456 BB
Wawspzpar Allowanca af 332 e 245
SElary Expenses Aele 837 2,016,227
Special Allowanoe 250 LR 107,625
|Fixed Allowance 9,274 J61,342
| Sratuity 126,134 | -
Zipend F43, 501 S48 528
=1alf Welfare =xpenas a3 23 J.eq7
Attandance Banus 3 Q63 S
Employees Emoulments -- Total - 'B,366,695 5,973,051
g F’aﬂe 2 of +




DIAMOND INFOSYSTEMS LIMITED

(FORMERLY KRN AL ENTERFRISE INTELLIGENT 5YSTERMS LIMITED]

) SCHEOULES FORMIMG PART OF PROFIT & LOSS ACCOUNT FOR THE YEAR 2010-11

SOHEDULE - 12 : ADMINISTRATIVE EXENSES

[PARTICULARS

AUC] Faes
Tox Audit Feos
'a’u,r_:".-'z-rf.ir?'.s.enta Expesas

socoks & Pefacical Cxpenses
Cansullaney Charges
Conveyance EXpenLes

Caurier Charmas

ICORANGN Cxpenges

Elecliczl Expaenzes

cleciricity Expenses

Legazl and Prefessional Exa.
embership & Subscriglion
Misceleneous Expense

Difice Expensas

Foslage & Telephane Expanses
1=rinling & Stelionary Expenses
Sesriinent Expenscs

Lease Henl

FHeal . Rales & Taxes

Fopair ard Maintsnarnce [(Ofhers)
Hapzirs Suilging

|=ales Tax Ponazlty

.i-—-'FE:fE‘EEiI13| Tax

Tander Feeg

Saias Tax DHpensas

Witters O Expanses

Provision lnzams Tax Carher Pefod
Tution Feas

Service Tix Expenses

lrsdraAce Lxpensds

ravelling Expenses

Yahizlz lnsuranse Fepance

Listirg Fees
Custody Feas
Administrative Expenses -- Total

2010-11

Fi,

Sharage Provissional For Incama Tax(2008-05)

Paoe 3 of 4

e — =

75,000
35,060 |

{3 554

1,530
11,000
95,904

a1l |

15,911
2500 057
132 518

g
1,801
¥ £33

144 5743

13,536
1v9 214

24 GO

a7, 166

49 154

2 400
5300

880075
: 13
7,780
23,100
<4 851
5,376

585,311 |

16,575
74 a6d
23,153

20098 -
E=.

HOSST]

76, o0
25,000
14,102

450
13,000
Bl B8

B0 |

15,000

260,157
47,524
B0

gRt S
1,901
105 282
15 148 |
7,000
45,000 |
17 1E5
22 (&)
e
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3 400

2 608
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o Ly
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1,443,957




DIARTOND INFOSYSTEMS LINMITED
. (FORMERLY KMOWN A5 ENTERPRISE INTELLIGENT SYSTEMS LIMITED)
© SCHEDULES FORMING PART OF PROFIT & LOSS AGCOUNT FOR THE YEAR 2010-11

SCHEDULE - 13 : BCLLING & DISTRIBUTION EXFENSES

- \PARTICULARS 5 207011 | Zoos1o
v d et - -.R&, o] Rs.
Business Promatian Expenses o 317
Carting Sharges - EoC
Commissien Expenses A 43,900
Lebour Charges | | - 71,910
Ciscount On Sales 12,103 211,750
Freigh! Chzrges Paid Ed3 2210
Zalzs Fromodion Expanses 95,229 | 17,860
Software Expenses - 13,200
|Exrikilion Expansts 18,742 :
Miss, Expenses - &
Trairing Expensss (Markeling? i 234,760 . 135,002
Teanspertetion Charges 140 | e
Selling & Dislribulicn Expenses -- Total 489 584 |
Fage 4 of 4




