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eGovernance Initiatives Of State Governments - A Source
of Sustained Business

The Government of India has laid strong emphasis on web
enabling all citizen services. It has assumed the mandate to
make  “all government services accessible to the common
man, in his locality, throughout his life” With such an all-
encompassing mandate, it is evident that services should be
provided with not only reliability but also sustainability over a
lifetime. This provides us with an opportunity to look forward
to continued business for a reasonable length of time – especially
in the BOO model.

According to an eReadiness Report published by The Economist
Intelligence Unit 2007, a US based research firm, India stands at
position No 54, with a score of 4.66 on a scale of 10 whereas
the United States of America stands at position No 2 with a
score of 8.58. This is in spite of India rising from a score of 4.04
to 4.66. So it is evident that there is a significant way to go
and there is a lot of work to look forward to.

SQL Star is firmly entrenched in the eGovernance space in India.
We have successfully executed Phase I of the “MANDI” project,
which is part of the eKrishi Vipanan initiative of the Government
of Madhya Pradesh. Phase II is expected to commence soon.
This project was awarded the Golden Icon for Services Delivery
by the Ministry of Administrative Reforms and Public Grievances,
Government of India. This is project is on a Build Own and
Operate basis for a period of 5 years from the date of completion
of all the 3 phases, and therefore continues to yield significant
revenue with certainty. Tenders valued at Rs. 4000 Mn revenues
annually are in the pipeline and we are addressing these
opportunities with all seriousness. We have built a strong
execution team and are in the process of building Client
Development and Client Relations Management teams as well.

Multi Location Delivery Capability - A  Key Differentiator

“Service Line Expansion is aiding service providers to take on
larger and more complex deals, and is driving up the average
ticket size of the contracts awarded to Indian firms. High offshore
component of delivery and superior execution in multi-location
delivery continue to be key differentiators” - NASSCOM

Whether to develop Multi-Location Delivery Capability before
we obtain business is a key question to be answered.
However, what is certain is that we have the framework in
place to do so, using our USA, Singapore and Australia centers.
Already we have our USA subsidiary performing deliveries for
clients in the USA and our India Centers performing services
for clients in USA as well as the Far East. Scaling up is what is
required as and when the need arises and we shall build
competencies to match such needs in future.
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3. RISKS AND CONCERNS

Introduction

In today’s challenging and competitive environment,
strategies for mitigating inherent risks in accomplishing the
aggressive growth plans of the Company are imperative. SQL
Star is proposing to implement an Enterprise-wide Risk

Management system based on the ERM framework
published by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO).

“Enterprise Risk Management deals with risks and
opportunities affecting value creation or preservation,
defined as follows:

2. SWOT ANALYSIS

Strengths

Weaknesses

Opportunities

Threats

Knowledge Services
Recognition as a quality high-end IT Education provider.
Expertise to rapidly develop courseware independently for training in latest
technologies.

Synergy between Education and Software Development Divisions to absorb and
deploy the trainees
Partnerships with technology leaders – ORACLE, Sun, Redhat

Strong Reference Ability - High achiever alumnus of SQL Star working with the
‘who-is-who” of the Indian IT industry.

Enterprise Solutions
Domain Expertise: deep and strong in key industry verticals in India
Long Term Contracts: for e-Governance solutions due to proven track record in BOO

(Build, Own, Operate) Model of delivery for large scale projects
Technology Expertise: in high-end & high-demand technologies for wireless
communication and telecom

Customer Loyalty: strong & loyal  base of fortune 500 customers globally

Overall Management
Management and Business Development expertise: Executive managers with proven
track record of strategic planning, achieving organizational growth and unlocking
shareholder value

Multi-Point linkages with Industries: through diversified service offerings –Education,
IT staffing, Consulting, ERP Implementation, Software Development

Market Perception: often confines us to being training providers on ORACLE
products.
Dependence on Principals: restrains growth in Authorized Training Center (ATC)

revenue streams.  We cannot grow at the high pace we want to, due to Principals’
own strategic imperatives.
Dependence on Brick & Mortar Model for delivery of IT Education restrains us

from growing in quantum jumps. We need to Technology-Enable our education
delivery model.

Increased global outsourcing to Indian Companies.
Spurt in IT spending in Key verticals where we have strength
Initiatives of several state governments to replicate eServices where we have

acquitted ourselves with distinction.

Technology Enabled Learning companies offering courses online in competition

to our courses.
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ERM is a process, effected by an entity’s board of directors,
management and other personnel, applied in strategy setting
across the enterprise, designed to identify potential events
that may affect the entity, and manage risk to be within its risk
appetite, to provide reasonable assurance regarding the
achievement of entity objectives “ - ERM Executive
Summary:Source: COSO

Organizational design for value creation at SQL Star
To bring decision-making closer to action and create more
leadership opportunities for our Associates, SQL Star has
divided the Company into many logical parts and allowed the
leaders of these divisions to operate them much like the CEOs
of independent businesses. We call these units “Full Life Cycle
Businesses,” or FLCBs.. FLCB means taking on end-to-end
responsibility for creation and delivery of value for a predefined
set of activities. This involves beginning with problem
identification all the way to developing and implementing a
solution.

FLCBs exist in five forms. Customer Relationships, Alliance
Relationships, Service Offerings, Processes, and Projects.
Depending on what it does, every FLCB belongs to one of our
four Integrated Groups, either Vertical Business Units (VBUs),
Horizontal Competency Units (HCUs), Regional Business Units
(RBUs) or Strategic Support Units (SSUs). At the grass roots
level, a “Full Life Cycle Leader” ((FLCL) runs each FLCB.The
leaders who are responsible for multiple FLCBs are called
Integrators. All integrators are also FLCLs.

The business of ERM
ERM is a triple platinum priority business in the FLCB structure.
The business of ERM is to ensure mitigation of risks, which
arise due to external and internal factors throughout the
organization. The external risks are those which relate to
economic and market conditions, fluctuations in foreign
exchanges, competition, political environment, concentration
of revenues, inflation, business continuity, restrictive
regulations etc. The internal risks are identified as human
resource management, financial reporting, l iquidity,
contractual compliance, compliance with local laws, quality &
project management, intellectual property management,
integration, culture, values etc.

ERM facil itates to mitigate risks associated with
accomplishment of entity’s objectives. Strategic, Operations,
Reporting and Compliance.

ERM process
We have identified the Risk Assessment (including
identification of risk), Risk Management and Risk Monitoring
as the three key elements of the ERM.

An automated tool will be developed to identify, document,
manage and monitor the risks at different levels namely project,
FLCB, Unit and corporate. The tool shall facilitate the

identification of the risks, the impact and probability attached
to the risk and assigning responsibility for mitigation in time.
The status of the risk at different levels will be monitored closely
and drill down to the appropriate level to identify the source or
the contributor to the corporate risk for resolution. Through
the tool, a risk repository will also be maintained for reference
to leverage the experience.

An oversight forum will be formed with senior management
personnel as members, who will meet periodically and reviews
risk management process. The mitigation plan will be prepared
for each and every risk identified at all levels.

The perceived risks are :

a) Achieving the targeted revenues and profitability

b) Manage the consistency of the growth.
In particular, continued growth increases the challenges
involved in:

– recruiting and retaining sufficiently skilled technical,
marketing and management personnel;

– providing adequate training and supervision to
maintain our high quality standards;

– preserving our culture and values and our
entrepreneurial environment; and

– Developing and improving our internal administrative
infrastructure, particularly our financial, operational,
communications, and other internal systems.

c) The current economic environment, pricing pressure
and rising wages in India shall negatively impact the
revenues and operating results.

     
d) Inability to develop new services and enhance existing

services in order to keep pace with rapid changes in
technology and the industries on which we focus may
hamper our turnovers and operating margins.

     
The IT services market is characterized by rapid technological
change, evolving industry standards, changing customer
preferences and new product and service introductions.
Our future success will depend on our ability to anticipate
these advances and develop new product and service
offerings to meet customer needs and complement our
offerings of end-to-end IT services.

We have to invest significant resources in research and
development efforts in order to continually develop
capabilities to provide new services to our customers.

e) Competition from other training institutes and large
scale IT services Companies could prevent us from
attracting and retaining customers and could reduce
our revenues.
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The markets for IT services and IT Education are rapidly
evolving and highly competitive, and we expect that
competition will continue to intensify. We face competition
in India and elsewhere from a number of companies,
including training Institutes such as NIIT, APTECH and
offshore IT service firms such as Infosys Technologies
Limited, Tata Consultancy Services Limited, Satyam
Computer Services Limited, Wipro Limited etc.

f) Dependency on a small number of customers.

A significant portion of our revenues is from a limited
number of corporate customers. The volume of work
performed for specific customers is likely to vary from year
to year, particularly since we are usually not the exclusive
outside service provider for our customers.

There are a number of factors other than our performance
that could cause the loss of a customer and that may not
be predictable. In certain cases, we have significantly
reduced the services provided to a customer when the
customer either changed its outsourcing strategy by moving
more work in-house or replaced its existing software with
packaged software supported by the licensor. Some
customers could also potentially develop competing
offshore IT centers in India and as a result, work that may
otherwise be outsourced to us may instead be performed
in-house. Reduced technology spending in response to a
challenging economic or competitive environment may also
result in lower revenues or loss of a customer. If we lose
one of our major customers or one of our major customers
significantly reduces its volume of business with us, our
revenues and profitability could be reduced.

g) Fixed-price contracts may expose us to additional risks,
many of which could be beyond our control, and this
may reduce the profitability of these contracts.

     
As a core element of our business strategy, we offer a
portion of our services on a fixed-price basis, along-with a
time-and-materials basis.

We shall use our software engineering processes and past
project experience to reduce the risks associated with
estimating, planning and performing fixed-price projects,
but we still bear the risk of cost overruns, completion delays
and wage inflation in connection with these projects. We
may also have to pay damages to our customers for
completion delays. Many of these project risks may be
beyond our control. Our failure to accurately estimate the
resources and time required for a project, future wage
inflation and currency exchange rates, or our failure to
complete our contractual obligations within the time frame
committed could reduce the profitability of our fixed-price
contracts.

h) Early termination of contracts or non renewal of
contracts, could adversely affect our profitability.

     
i) Detrimental clauses in the customer contracts, if

triggered, could result in lower future revenues and
profitability under the contract.

j) Inability to attract skilled professionals in the
competitive labour market.

Our ability to execute projects and to obtain new
customers depends largely on our ability to attract, train,
motivate and retain highly skilled technical associates,
particularly project managers, project leaders and other
senior technical personnel. We believe that there is
significant competition for technical associates who
possess the skills needed to perform the services that we
offer. An inability to hire and retain additional qualified
personnel will impair our ability to bid for or obtain new
projects and to continue to expand our business. Also,
we cannot assure you that we will be able to assimilate
and manage new technical associates effectively.

k)  Proposed acquisitions, strategic investments,
strategic partnerships or alliances or other ventures
that may or may not be successful.

     
We may acquire or make strategic investments in
complementary businesses, technologies, services or
products, or enter into strategic partnerships or alliances
with third parties in order to enhance our business. It is
possible that we may not be able to identify suitable
acquisitions targets and candidates for strategic
investments or partnerships, or if we do identify such
targets or candidates, we may not be able to complete
those transactions on terms commercially acceptable to
us, or at all. The inability to identify suitable acquisition
targets or investments or the inability to complete such
transactions may affect our competitiveness and our
growth prospects. As of the date of this document, we
have no agreements or understanding to enter into any
material acquisition, investment, partnership, joint
venture or alliance.

If we acquire a company, we could have difficulty in
assimilating that company’s personnel, operations,
technology and software. In addition, the key personnel
of the acquired company may decide not to work for us.
In some cases, we could have difficulty in integrating the
acquired products, services or technologies into our
operations. These difficulties could disrupt our ongoing
business, distract our management and employees and
increase our expenses.

We may make strategic investments in early-stage
technology start-up companies in order to gain experience
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in or exploit niche technologies. However, our investments
may not be successful. The lack of profitability of any of
our investments could have a material adverse effect on
our operating results.

l) System failure could disrupt business.

To deliver our services to our customers, we must maintain
a high speed network of satellite, fiber optic and land
lines and an active voice and data communications 24
hours a day between our main offices in Hyderabad, our
other IT centers in India and globally and the offices of
our customers worldwide. Any systems failure or a
significant lapse in our ability to transmit voice and data
through satellite and telephone communications could
result in lost customers and curtailed operations which
would reduce our revenue and profitability.

m) Damages caused by disclosure of confidential
information or system failure.

We are often required to collect and store sensitive or
confidential customer and consumer data. Many of our
customer agreements do not limit our potential liability
for breaches of confidentiality. If any person, including
any of our employees, penetrates our network security
or misappropriates sensitive data, we could be subject to
significant liability from our customers or from our
customers’ clients for breaching contractual
confidentiality provisions or privacy laws. Unauthorized
disclosure of sensitive or confidential customer and
consumer data, whether through breach of our computer
systems, system failure or otherwise, could damage our
reputation and cause us to lose customers. Many of our
contracts involve projects that are critical to the operations
of our customers’ businesses and provide benefits which
may be difficult to quantify. Any failure in a customer’s
system or breaches of security could result in a claim for
substantial damages against us, regardless of our alleged
responsibility for such failure. Generally, we attempt to
limit our contractual liability for consequential damages
in rendering our services; however these limitations on
liability may be unenforceable in some cases, or may be
insufficient to protect us from liability for damages. In
respect of some of our contracts, we sub-contract a part
of the work to certain sub-contractors. We are liable to
our customers for any breach or non-performance by
our sub-contractors under the sub-contracts. We propose
to maintain general liability insurance coverage,
including coverage for errors and omissions; however
this coverage may not continue to be available on
reasonable terms and may be unavailable in sufficient
amounts to cover one or more large claims. Further, an
insurer might disclaim coverage as to any future claim. A
successful assertion of one or more large claims against
us that exceeds our available insurance coverage or results

in changes in our insurance policies, including premium
increases or the imposition of a large deductible or co-
insurance requirement, could adversely affect our operating
results and profitability.

n) Success is largely dependent on the management team
and key personnel and the ability to attract and retain
them.

We are highly dependent on the senior members of our
management team. Our future performance will be affected
by any disruptions in the continued service of these persons.
We do not maintain key man life insurance for any of the
senior members of our management team or other key
personnel. Competition for senior management in our
industry is intense, and we may not be able to retain such
senior management personnel or attract and retain new
senior management personnel in the future. The loss of
any member of our senior management team or other key
personnel may have a material adverse effect on our
business, results of operations and financial condition.

o) Ability of insiders who are significant shareholders, to
control the election of our board and may have
interests which conflict with those of our shareholders

p) The value of our interest in our subsidiaries may
decline.

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

Changing laws, regulations and standards relating to
accounting, corporate governance and public disclosure,
Securities and Exchange Board of India, or SEBI, rules, and
Indian stock market listing regulations are creating
uncertainty for companies like ours. These new or changed
laws, regulations and standards may lack specificity and
are subject to varying interpretations. Their application in
practice may evolve over time, as new guidance is provided
by regulatory and governing bodies. This could result in
continuing uncertainty regarding compliance matters and
higher costs of compliance as a result of ongoing revisions
to such corporate governance standards.

Additionally, under revised corporate governance standards
adopted by The Stock Exchange, Mumbai, or the BSE, and
The National Stock Exchange of India Limited, or the NSE,
which we collectively refer to as the Indian Stock Exchanges,
we have been required to comply with additional standards
from December 31, 2005. These standards include a
certification by our chief executive officer and chief financial
officer that they have evaluated the effectiveness of our
internal control systems and that they have disclosed to
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our auditors and our audit committee any deficiencies in
the design or operation of our internal controls of which
they may become aware, as well as any steps taken or
proposed to resolve the deficiencies.

We are committed to maintaining high standards of
corporate governance and public disclosure, and our efforts
to comply with evolving laws, regulations and standards in
this regard have resulted in, and are likely to continue to
result in, increased general and administrative expenses
and a diversion of management time and attention from
revenue-generating activities to compliance activities. In
addition, the new laws, regulations and standards
regarding corporate governance may make it more difficult
for us to obtain director and officer liability insurance.
Further, our board members, chief executive officer and
chief financial officer could face an increased risk of
personal liability in connection with their performance of
duties. As a result, we may face difficulties attracting and
retaining qualified board members and executive officers,
which could harm our business. If we fail to comply with
new or changed laws, regulations or standards of corporate
governance, our business and reputation may be harmed.

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

Terrorist attacks, such as the attacks of September 11, 2001
in the United States, and other acts of violence or war, such
as the continuing conflict in Iraq, have the potential to
have a direct impact on our customers. To the extent that
such attacks affect or involve the United States, our business
may be significantly impacted, as the majority of our
revenues are derived from customers located in the United
States. In addition, such attacks may make travel more
difficult, may make it more difficult to obtain work visas for
many of our associates who are required to work in the
United States, and may effectively curtail our ability to deliver
our services to our customers. Such obstacles to operate
our business may increase our expenses and negatively
affect the results of our operations. Many of our customers
visit several IT services firms, including their offshore
facilities, prior to reaching a decision on vendor selection.
Terrorist threats, attacks or war could make travel to our
facilities more difficult for our customers and may delay,
postpone or cancel decisions to use our services.

s) Risks Related to Investments in Indian Companies

We are incorporated in India, and a substantial portion of
our assets and our employees are located in India.
Consequently, our financial performance and the market
price of our ADSs will be affected by changes in exchange
rates and controls, interest rates, Government of India
policies, including taxation policies, as well as political,
social and economic developments affecting India.

i) The Government of India has recently taken actions
to curtail or eliminate tax benefits that we have
historically benefited from.

The statutory corporate income tax rate in India is
currently 30%. This tax rate is presently subject to a 10%
surcharge. The amount of tax and surcharge payable is
further subject to a 2% education cess, resulting in an
effective tax rate of 33.66%. We benefit from tax
incentives provided to software entities such as an
exemption from payment of Indian corporate income
taxes until the fiscal 2009 or 10 consecutive years of
operations for software development facilities designated
as “Software Technology Parks,” or STP units. The
benefits of this tax incentive have historically resulted in
our effective tax rate being well below statutory rates.
The exemption for our STP units was reduced from 100%
to 90% for the fiscal 2003, and is expected to expire
between fiscal 2006 and fiscal 2010. Exemption for two
of our STP units in Hyderabad expired during fiscal 2006.
We also earn certain other foreign income and domestic
income, which is taxable irrespective of the above tax
exemption.

All facilities registered in the exemption program before
March 31, 2001, which include all of our existing
facilities in India and registrations for two new facilities
which have not yet been constructed, will continue to
benefit from this program under present law. Over time,
as we construct additional facilities, however, the overall
benefits of this tax program to our company will decrease
with a consequential increase in our effective tax rate.
When our tax holidays expire or terminate, our tax expense
will materially increase, reducing our profitability. We
cannot assure you as to what action the present or future
governments of India will take regarding tax incentives
for the IT industry.

ii) Political instability could seriously harm business and
economic conditions in India generally and our
business in particular.

During the past decade, the Government of India has
pursued policies of economic liberalization, including
significantly relaxing restrictions on the private sector.
Nevertheless, the role of the Indian central and state
governments in the Indian economy as producers,
consumers and regulators has remained significant. The
general elections in 2004 for the lower house of the
Indian Parliament resulted in no party winning an
absolute majority and a coalition government has been
formed. We cannot assure you that these liberalization
policies will continue in the future. Allegations of
corruption in Government, allegations of scandals and
protests against privatization could slow down the pace
of liberalization and deregulation. The rate of economic
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liberalization could change, and specific laws and policies
affecting technology companies, foreign investment,
currency exchange rates and other matters affecting
investment in our securities could change as well. A
significant change in India’s economic liberalization and
deregulation policies could disrupt business and
economic conditions in India generally and our business
in particular.

iii) Currency exchange rate fluctuations may affect our
financial condition.

Our functional currency is the Indian rupee, although we
transact a major portion of our business in U.S. dollars
and several other currencies and accordingly face foreign
currency exposure through our sales in the United States
and elsewhere and purchases from overseas suppliers in
U.S. dollars and other currencies. Historically, we have
held a substantial majority of our cash funds in rupees.
Accordingly, changes in exchange rates may have a
material adverse effect on our revenues, other income,
cost of services sold, gross margin and net income, which
may in turn have a negative impact on our business,
operating results and financial condition.

We shall evaluate the possible effects of such fluctuations
and if necessary, enter into appropriate foreign exchange
forward and options contracts

iv) If we are unable to protect our intellectual property
rights, or if we inadvertently infringe on the
intellectual property rights of others, our business
may be harmed.

The laws of India do not protect intellectual property
rights to the same extent as the laws in the United States.
Further, the global nature of our business makes it
difficult for us to control the ultimate destination of our
products and services. The misappropriation or
duplication of our intellectual property could curtail our
operations or reduce our profitability.

We rely upon a combination of non-disclosure and other
contractual arrangements and copyright, trade secret and
trademark laws to protect our intellectual property rights.
Ownership of software and associated deliverables
created for customers is generally retained by or assigned
to our customers, and we do not retain an interest in
such software and deliverables.

We have applied for the registration of “SQLStar” and
other related marks as trademarks in India, the United
States and in other jurisdictions where we carry on
business. We currently require our technical associates
to enter into non-disclosure and assignment of rights
agreements to limit use of, access to and distribution of
confidential and proprietary information. We cannot
assure you that the steps taken by us in this regard will
be adequate to prevent misappropriation of confidential

and proprietary information or that we will be able to detect
unauthorized use and take appropriate steps to enforce our
intellectual property rights.

Although we believe that our services and products do not
infringe upon the intellectual property rights of others, we
cannot assure you that such a claim will not be asserted against
us in the future. Assertion of such claims against us could
result in litigation, and we cannot assure you that we would
prevail in such litigation or be able to obtain a license for the
use of any infringed intellectual property from a third party
on reasonable commercial terms.

We expect that the risk of infringement claims against us will
increase if more of our competitors are able to obtain patents
for software products and processes. Any such claims,
regardless of their outcome, could result in substantial cost
to us and divert management’s attention from our operations.
In the future, litigation may be necessary to enforce our
intellectual property rights or to determine the validity and
scope of the proprietary rights of others. Any infringement
claim or litigation against us could therefore result in
substantial costs and diversion of resources.

v) Indian laws limit our ability to raise capital outside India
and may limit the ability of others to acquire us, which
could prevent us from operating our business or entering
into a transaction that is in the best interests of our
shareholders.

4.  INTERNAL CONTROL SYSTEM

The Company has in place an adequate system of internal
control that is adequate and commensurate with the size and
nature of its business. Clear roles, responsibilities and
authorities, coupled with robust internal information system,
ensure an appropriate information flow to facilitate effective
monitoring. Adequate controls are established to ensure that
assets of the Company are safeguarded and transactions are
executed in accordance with documented policies.

5. HUMAN RESOURCE

SQL Star as a growing Indian Multinational fosters innovation,
talent and growth in every associate joining the company.
The company’s human resources department has processes
for recruitment, performance measurement, talent retention,
all-round employee development. We believe that employee
talent is nurtured with passion and enjoyable workplace.
During the year the company has added 210 employees
increased to 603 staff, across the globe. The company has
been committed to train and nurture talent and provide the
much needed career growth and incentives through Employee
Stock Option Plan, which has been a successful retention
option. Your company has been successful in transitioning
acquisitions, thus managing key people challenges through
process maturity and domain expertise. We have successfully
merged different geographic cultures and maintain the
knowledge management.
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Report on Corporate Governance
1. Company’s Philosophy on Corporate Governance

SQL Star is respected in the Industry for its professional style
of management and best business practices. Its core values
are based on integrity, respect for the law and compliance
thereof, emphasis on product quality and a caring spirit. In
SQL Star, we believe that good governance is a systemic
process, which enables the Company to operate in a manner
that meets with the ethical, legal and business expectations
and at the same time fulfils its social responsibilities. It also
focuses on the need to provide a sustainable competitive
return for its investors.

The SQL Star Board endeavors to achieve this first, by
leveraging the resources at its disposal and fostering an
environment for growth and development of human
resources. The management team is fully empowered to take
the Company forward within the framework of effective
accountability, which in turn enables the conversion of
opportunities into achievements for the betterment of the
Company and its stakeholders. Second, the Board has
institutionalized best management practices to bring about
an atmosphere of accountability. Systems are in place for
strategic planning, risk management, financial plans and
budgets, integrity of internal controls and reporting,
communications policy with emphasis on transparency and
full disclosure on the various facets of the Company’s
operations, its functioning and its financials and total
compliance with all statutory/ regulatory requirements not
only in the letter of the law but also in its spirit.

SQL Star defines Corporate Governance as a set of guidelines
that are followed by the Board of Directors and the

Management of the Company to create value for the
stakeholders, which include namely shareholders,
customers, employees, suppliers, society at large etc.

SQL Star firmly believes in conducting its affairs with the
highest level of integrity, fairness, accountability and
transparency. The initiative taken by the Company in
voluntary adoption of various corporate governance
measures is a reflection of the same. Commitments and
social responsibility in all dealings with stakeholders and
regulatory authorities, suppliers are the objectives of good
corporate governance. The Company respects and strives
hard to meet the objectives of good corporate governance.
SQL Star believes that good governance generates goodwill
among business partners, customers and investors and
earns respect from society at large. Your Company is
committed to the principles of good governance.

2. Board of Directors
The Board of Directors of the Company has an optimum
combination of Executive and Non-Executive Directors with
four Independent Non-Executive Directors out of the six
Directors on the Board as on 31.03.2007. The Chairman
is an Executive Director and the number of Independent
Non-Executive Directors on the Board is more than 50%
of the Board strength as on 31.03.2007. All Independent
Non-Executive Directors comply with the requirements of
the Listing Agreement for being “Independent Director”.
Further the Independent Directors have also affirmed that
they satisfy all the prescribed requirements for being an
Independent Director.

       * Mr. C.P. Khandelwal holds directorship in 17 Private Limited Companies

Directors’ membership in board/committees of other companies
As per the Listing Agreement, no Director can be a member in more than 10 committees or act as chairman of more than five
committees across all companies in which he is a Director. In terms of the Listing Agreement, none of the Directors of our
Company were members in more than 10 committees nor acted as chairman of more than five committees across all companies

Director Category Designation Directorship
in other

Companies (*)

Mr. N.R. Ganti

Mr. K. Jayabharath Reddy

Mr. Jai Narain Khandelwal

Mr. D. Ravichander Babu

Mr. C.P. Khandelwal

Ms. Indu Gupta

Promoter Group

Independent Non-
Executive Director

Independent Non-
Executive Director

Independent Non-
Executive Director

Non-Executive
Director

Independent Non-
Executive Director

Nil

Nil

-

1

3

-

Chairman &
Managing Director

Director

Director

Director

Additional
Director

Nominee Director-
IFCI Venture

Capital Funds Ltd

27.06.2005

27.06.2005

12.05.2005

31.10.2005

23.01.2007

31.10.2005

2

10

4

5

22*

5

Date
of

appointment

Chairmanship in
Committees of

Boards of other
companies

Membership in
Committees of

Boards of other
companies

7

7

3

0

3

-
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As per the provisions of the Articles of Association of the Company, Mr. Jai Narain Khandelwal retires by rotation and being
eligible offers himself for re-appointment at this Annual General Meeting. The Board of Directors of the Company has also
recommended his re-appointment for consideration of the Shareholders.

The Board of Directors approved the appointment of Mr. C.P. Khandelwal as an Additional Director of the Company by the
Board at its meeting held on 23rd January 2007 in accordance with Section 260 of the Companies Act, 1956.

Mr. C.P. Khandelwal would hold office till the conclusion of the Annual General Meeting of the Company scheduled to be held
on 16th August 2007. The requisite notice together with necessary deposit have been received from a member pursuant to
Section 257 of the Companies Act, 1956 proposing Mr. C. P. Khandelwal as a Director of the Company liable to retire by
rotation.

Ms. Indu Gupta resigned from the board due to pre-occupation. We place on record our deep appreciation for the valuable
services rendered by Ms. Indu Gupta during her tenure on the Board and various other committees. The Board of Directors of
the Company has approved the same in their meeting held on 29th June 2007.

In terms of the Listing Agreement, brief resume of the Directors proposed to be appointed/re-appointed at the ensuing
Annual. General Meeting is provided as an Annexure to the Notice convening the Annual General Meeting. The notice for the
Annual General Meeting scheduled to be held on 16th August 2007 complies with this requirement.

Board Meeting Procedures

The draft agenda papers along with all information relevant to be discussed at the upcoming Board meeting is sent to the
Directors at least two weeks prior to the Board meeting to invite the suggestions from each Board member for their views and
for the inclusion of items on the agenda if any. Relevant materials to be considered at the meeting is circulated to the Board
before the Board meeting.

Information supplied to the Board

The Board of Directors of SQL Star International Limited is presented with various issues affecting the business and environment
whenever applicable and materially significant. The Board is also given presentations covering Finance, Sales, and Compliance
and Marketing covering all the major business operations and segments of the Company at each of the scheduled quarterly
Board meetings.

in which they were Directors. Details of other Directorships/Committee membership/Chairmanship held by them are given in
table no. 1 above.

Board Meetings held during the year 2006-2007

Six (6) Board Meetings were held during the year 2006-2007 (i.e. From 1st April 2006 to 31st March 2007) on the following
dates: 26th May 2006, 23rd June 2006, 24th July 2006, 25th October 2006, 17th January 2007and  23rd January 2007.

Attendance of Directors at Board Meetings during the year and at last AGM:

Particulars of Directors appointed/re-appointed/resigned

Name of the Director Number of
meetings held

Number of meetings
attended

Attendance at the last AGM
held on 18th August 2006

(Yes/No/NA)

Mr. N.R. Ganti
Mr. K. Jayabharath Reddy
Mr. Jai Narain Khandelwal
Mr. D. Ravichander Babu
Mr. C.P. Khandelwal
Ms. Indu Gupta

6
6
6
6
1
6

6
6
3
5
1
4

Yes
Yes
No

Yes
N.A
Yes

Name of the Director Changes in Directorship

Mr. Harsh Dalmia
Mr. Brij Kumar Tankha

Mr. C.P. Khandelwal

Resigned from the office of Director w.e.f. 18th August 2006
Share Holders did not approve the resolution for re-appointment as Director
of the company in the AGM held on 18th August 2006
Appointed as an Additional Director w.e.f.23rd January 2007.
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The Processes for Board and Committee meetings facilitate an effective post meeting follow-up, review and reporting process
for the decisions taken by the Board of Directors.

3. Audit Committee
The Composition, procedures, powers and role of the audit committee constituted by the Board comply with the requirements
of Clause 49 of the Listing Agreement and Section 292A of the Companies Act, 1956.

Terms of reference
The Audit Committee has been constituted as per Section 292A of the Companies Act, 1956 and the guidelines set out in the
Listing Agreement with the Stock Exchanges. The terms of reference include: -

· Review of the Company’s financial reporting process and its financial statements.
· Review of accounting and financial policies and practices.
· Review of internal control and internal audit systems.
· Review risk management policies and practices.
· Review with the management, external and internal auditors, and the adequacy of internal control systems.

Composition of Audit Committee:
The Audit Committee comprises of all the following Independent Non Executive Directors.

Mr. K Jayabharath Reddy I.A.S (Retd) Chairman
Mr. Jai Narain Khandelwal Member
Mr. D. Ravichander Babu Member
Ms. Indu Gupta* Member

* (ceased to be member with effect from 29th June 2007 on account of resignation)

The head of the finance & accounts and the Statutory Auditors are permanent invitees to the Audit Committee. The Company
Secretary is the Secretary to the Committee. Shri K. Jayabharath Reddy, Chairman of the Committee has expertise in accounting
and financial management.

Audit Committee Meetings held during the year 2006-07:
Four (4) Meetings were held during the year 2006-07 at the following dates: -
23rd June 2006, 24th July 2006, 25th October 2006 and 23rd January 2007.

4. Remuneration Committee
The Remuneration Committee has been empowered with the role and function as per the provisions as specified under
Annexure I D (2) of the Corporate Governance Code under Clause 49 of the Listing Agreement with the Stock Exchange(s)
including the appointment and finalizing the remuneration of senior level employees of the Company and its subsidiaries.

The Remuneration Committee comprises of the following independent directors:
Mr. K Jayabharath Reddy I.A.S (Retd) Chairman
Mr. Jai Narain Khandelwal Member
Mr. D. Ravichander Babu Member

No Remuneration Committee meeting was held during the year 2006-07.

Details of Remuneration paid to the directors during 2006-07:

a) Executive Director(s)

Name of Director Salary Perquisites Total
Mr. N.R. Ganti, CMD 3,000,000 2,000 3,002,000

Amount in Rs.

Name of Director Sitting Fees

Mr. K. Jayabharath Reddy
Mr. Jai Narain Khandelwal
Mr. D. Ravichander Babu
Mr. C.P. Khandelwal
Ms. Indu Gupta

47,500
25,500
39,000

5,000
30,500

b) Non-Executive Director(s) Amount in Rs.
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5. Shareholders / Investor Grievance Committee
The Committee comprises of the following:

Mr. D. Ravichander Babu Chairman
Mr. N R Ganti Member
Mr. Jai Narain Khandelwal Member
Mr. K Jayabharath Reddy I.A.S (Retd) Member

The main object of the Committee is to strengthen the Investors’ relations.

The main functions of the Committee are to look into the matters of investors’ grievances pertaining to:
a) Dematerialization of shares
b) Non-receipt of dividends and other corporate benefits
c)  Replacement of lost/mutilated/stolen share certificates
d) Non-receipt of annual reports and change of addresses etc.

During the year, 66 nos. of requests/complaints were received from the shareholders that related to change/correction of
address, non-receipt of dividend warrants for re-validation, change/correction in bank mandate, request for ECS facility
(Electronic Clearing Services), loss of securities and request for issue of duplicate, request for stop transfer of securities,
deletion of joint name due to death, non-receipt of dividend warrants, non-receipt of securities/complaint relating to transfer
of shares and postal return documents. The complaints were duly attended and resolved to the satisfaction of the shareholders.
Out of the complaints received during the year, none of the complaints were pending as on 31st March 2007. Mr. Korepu
Mallesham, Company Secretary is the Compliance Officer of the Company.

6. Compensation Committee
The Compensation Committee was constituted during the year 2005 to administer the Company’s Employee Stock Option
Scheme (ESOPs) comprising of the following members

Mr. K. Jayabharath Reddy I.A.S (Retd), Chairman
Mr. N. R. Ganti Member
Mr. Jai Narain Khandelwal Member
Mr. D. Ravichander Babu Member
Mr. Narender Shukla Member*
*(Ceased to be member on account of resignation)

The Compensation Committee has been given the authority to do the following:

a) Determine the number of Options to be awarded, to each Employee and in the aggregate, and the times at which such
Awards shall be made.

b) Determine a vesting schedule other than that specified in the said scheme for any Employee or class of Employees.
c) Lay down the conditions under which Options Vested in Optionee’s may lapse in case of termination of employment for

misconduct etc.
d) Determine the Exercise Period within which the Optionee should Exercise the Options and that Options would lapse on

failure to Exercise the same within the Exercise Period.
e) Specify the time period within which the Employee shall exercise the Vested Options in the event of termination or

resignation of an Employee.
f) Lay down the procedure for making a fair and reasonable adjustment to the number of Options and to the Exercise Price

in case of rights issues, bonus issues and other Corporate Action.
g) Provide for the right of an Optionee to exercise all the options vested in him at one time or at various points of time within

the Exercise Period.
h) Lay down the method for satisfaction of any tax obligation arising in connection with the Options or such Shares.
i) Lay down the procedure for cashless exercise of Options, if any.
j) Provide for the award, Vesting and Exercise of Options in case of Employees who are on long leave or whose services have

been seconded to any other company or who have joined any other company at the instance of the Employer Company.

During the year, no meeting was held.
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7. Committee of Directors – Routine Matters
The Board has constituted a Committee of Directors - Routine Matters to advice on all matters related to the financial matters
and management of the Company. The said ‘Committee of Directors - Routine Matters’ have been given the power(s), role(s)
and function(s) that are vested with the Board except that are prohibited under Section 291, 292, 293 and other applicable
provisions, if any, of the Companies Act, 1956.

During the year, two meetings were held. The said meetings were held on 19th February 2007 and 28th February 2007.

The Committee was constituted on 27th June 2005 and re-constituted on 31st October 2005 and comprises of the following
members

Mr. N R Ganti Chairman
Mr. K Jayabhharath Reddy I.A.S (Retd) Member
Mr. Jai Narain Khandelwal Member
Mr. D. Ravichander Babu Member

8. General Body Meetings
The Annual General Meeting and Extra-ordinary General Meetings held during the past three years is as under:

9.    Disclosures

(i) Disclosures on materially significant related party
transactions that may have potential conflict with the
interests of company at large.
During the year 2006-07, no transactions of material nature
had been entered into by the Company with the
Management or their relatives that may have a potential
conflict with interest of the Company. None of the Non-
Executive Directors have any pecuniary material relationship
or transaction with the Company except to the extent
provided in the notes to the accounts for the year ended
March 31, 2007 and has given undertakings to that effect.
In the opinion of the Board, the transactions during the year
2006-07 between the Holding Company and its subsidiaries
have been done at arms length and are duly recorded in the
Register of Contracts maintained by the Company pursuant
to Section 301 of the Companies Act, 1956.

(ii) Details of non- compliance by the company, penalties,
strictures imposed on the company by Stock Exchange
or SEBI or any statutory authority, on any matter related
to capital markets, during the last three years.

The Company has by and large complied with all mandatory
requirements of Corporate Governance as required by the
Listing Agreement.

The Company has complied with the requirements of the
Stock Exchanges, SEBI and other statutory authorities on
all matters related to capital markets and no penalties or
strictures imposed on the Company by Stock Exchanges or
SEBI or any statutory authority, or any matter related to
capital markets, during the last three years.

(iii) Whistle Blower policy and affirmation that no
personnel have been denied access to the Audit
Committee.
The Company has adopted a whistle blower policy under
the code of ethics, whereby employees are given free access
to Audit Committee to report violation of code of conduct
or ethics policy, actual or suspected fraud to the Chairman
of Audit Committee. During the financial year, no
personnel of the Company have been denied access to the
Audit Committee.

Date of
AGM/EGM

Venue Time No. of Special
Resolutions passed

27-05-2004 AGM

17-06-2005 AGM

06-08-2005 EGM

30-11-2005 EGM

18-08-2006 AGM

12-02-2007 EGM

Santosh Mohan Dev Auditorium,
Chitaranjan Park, New Delhi – 110 019.

Sri Sathya Sai International Centre, Lodhi
Road, New Delhi – 110003.

Hotel Amrutha Castle,
Saifabad, Hyderabad – 500063.

Hotel Central Court, Lakidikapul,Hyderabad.

Hotel Central Court, Lakidikapul,Hyderabad.

Hotel Central Court, Lakidikapul,Hyderabad.

10.30 A.M

10.00 A.M

3.00 P.M

2.30 P.M

2.30 P.M

11.00 A.M

1

6

3

4

2

1
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(iv) Details of compliance with mandatory
requirements and adoption of the non-mandatory
requirements of this clause

Your Company has complied with all the mandatory
requirements of the Clause 49 of the Listing Agreement.
The details of these compliances have been given in the
relevant sections of this Report.

10. Means of Communication

· Quarterly, half-yearly and annual financial results of
the Company are communicated to the Stock
Exchanges immediately after the same are considered
by the Board and are published in the prominent
newspapers namely, Economic Times, Times of India,
Business Standard and Andhra Bhoomi. They are also
hoisted on the Company’s website viz. www.sqlstar.com.

· Further all material information that has some bearing
on the operations of the Company is sent to the stock
exchange(s) and also published through press releases
and placed on the Company’s website.

· Management Discussion and Analysis Report

The Management Discussion and Analysis report forms
part of this report and is provided elsewhere in this report.

11. General Shareholder Information

Twentieth Annual General Meeting
Date : 16th August 2007.
Time : 11.00 A.M.
Venue : Hotel Central Court, Lakidikapul,

  Hyderabad

Financial Calendar
1st April of current year to 31st March of forthcoming year.

Quarter ending June 30, 2007 : Last week of July 2007

Quarter ending September 30, 2007 : Last week of October 2007

Quarter ending December 31, 2007 : Last week of January 2008

Year ending March 31, 2008 : Last week of June 2008

Date of Book Closure (Both days inclusive)
13th August, 2007 to 16th August, 2007 (both days
inclusive)

Dividend Payment Date
The Board of Directors recommends no dividend.

Listing on Stock Exchanges
The Equity Shares of the Company are listed on:

· Bombay Stock Exchange Limited

· The Hyderabad Stock Exchange Limited
· Delhi Stock Exchange Association Limited

The Listing fees for the financial year 2006-07 has been
paid to the Stock Exchanges. The Company is under process
of delisting of its’ equity shares with the Hyderabad Stock
Exchange and the Delhi Stock Exchange Association Limited

Stock Code
The Bombay Stock Exchange Limited 532249
The Delhi Stock Exchange   19630
Depository ISIN No.   INE399A01018

Market Price Data:

A ] Monthly high and low quotations along with the volume of
shares traded at BSE for 2006-07 are:

Month

April, 2006
May, 2006
June, 2006
July, 2006
August, 2006
September, 2006
October, 2006
November, 2006
December,2006
January, 2007
February, 2007
March, 2007

High
41.65
49.85
33.90
25.20
29.65
40.30
35.60
35.60
36.60
54.30
49.40
43.50

Low
31.50
32.45
20.65
18.40
18.50
28.20
29.55
28.65
24.00
36.95
40.00
34.60

Volume
            759,857
         1,438,657
            633,944
            191,158
            370,378
         1,506,022
            395,978
            371,732
            804,130
         4,356,918
         1,970,871
            828,038

Bombay Stock Exchange (BSE)

0

10

20

30

40

50

60

HIGH LOW

HIGH 41.65 49.85 33.9 25.2 29.65 40.3 35.6 35.6 36.6 54.3 49.4 43.5

LOW 31.5 32.45 20.65 18.4 18.5 28.2 29.55 28.65 24 36.95 40 34.6

Apr ,06 May,06 Jun,06 Jul ,06 Aug,06 Sep,06 Oct,06 Nov,06 Dec,06 Jan,07 Feb,07 Mar ,07

B ] Distribution of Shareholding as on 31st March 2007.

                16.75
                 2.85
                 2.34
                 1.33
                 1.03
                 1.08
                 1.96
                82.66

Up to 5,000
5,001 to 10,000

10,001 to 20,000
20,001 to 30,000
30,001 to 40,000
40,001 to 50,000

50,001 to 1,00,000
1,00,000 and above

12499
745
326
113
63
49
57
87

89.67
5.34
2.34
0.81
0.45
0.35
0.41
0.62

14,701,550
6,212,340
5,083,780
2,890,370
2,244,590
2,349,520
4,271,430

179,946,420

No. of Case % of Cases Amount % of the
Amount

Shareholding of
Nominal Value
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C ] Shareholding pattern as on 31st  March 2007.

Scrip Code : 532249 Quarter
Ended :

31.03.2007

Category of ShareholderCategory
code

Number of
Shareholders

Total number
of  shares

Number of
shares held in
dematerialized

form

Total shareholding as a
percentage of total
number of shares

As a percent-
age of(A+B)1

As a percentage
of (A+B+C)

(A) Shareholding of
Promoter and Promoter

1 Indian
(a) Individuals/ Hindu Undivided Family
(b) Central Government/ State

Government(s)
(c) Bodies Corporate
(d) Financial Institutions/ Banks
(e) Any Others(Specify)
(f) Person Acting in Concert

Sub Total (A) (1)

2 Foreign
(a) Individuals (Non-Residents

Individuals/Foreign Individuals)
(b) Bodies Corporate
(c) Institutions
(d) Any Others(Specify)

 Sub Total (A) (2)
 Total Shareholding of Promoter

and Promoter Group (A)=(A)(1)+(A)(2)

(B) Public shareholding
B1 Institutions

(a) Mutual  Funds/ UTI
(b) Financial Institutions / Banks
(c) Central Government/ State

Government(s)
(d) Venture  Capital Funds
(e) Insurance Companies
(f) Foreign Institutional Investors
(g) Foreign Venture Capital Investors
(h) Any Other (specify)

 Sub-Total (B) (1)

B2 Non-institutions
(a) Bodies Corporate
(b) Individuals

i] Individual shareholders holding nominal
share capital up to Rs 1 lakh

ii] Individual shareholders holding nominal
share capital in excess of Rs. 1 lakh.

(c) Any Other (specify)
i] Non-Resident Indians
ii] Overseas Corporate Bodies
 Trusts
 Clearing Members
 Person Acting In Concert

 Sub-Total (B) (2)
TotalPublic Shareholding (B)=(B)(1)+(B)(2)

 TOTAL (A)+(B)

(C) Shares  held  by Custodians and
against     which Depository
Receipts have been issued

 GRAND TOTAL (A)+(B)+(C)

6
 -

3
 -
 -
-

9
 

2
 -
 -
 -
2

11

 
 

2
4
 -
 

 -
 -
 -
 -
-
6
 

375

13,498

44
 

33
3
2

26
- 

13,981
13,987
13,998

- 

13,998

          140,416
  -

        6,015,550
-
-

  -
  

        6,155,966

  
          471,304

  -
  -
  -

          471,304

        6,627,270

  
  

              4,600
          258,674

  -
  

  -
  -
  -

-
  -

          263,274
  

        4,792,427

        3,352,647

        6,454,179
  

            42,253
            58,340
          159,980
            19,630

   -
      14,879,456
      15,142,730
      21,770,000

-
  

      21,770,000

          139,416
-  

        3,515,550
-
-
-
  

        3,654,966

  
          418,919

-  
-  
-  

          418,919

        4,073,885

  
  

                   -
          257,574

-
  
-
-
-

  -
  -

          257,574
  

 3,023,627

        3,023,988

        2,440,879
  

            42,253
              4,000
            71,360
            19,630

   -
        8,625,737
        8,883,311
      12,957,196

-
  

      12,957,196

0.64
-

27.63
-
-

 -
 

28.28

 
2.16

-
 -
 -

2.16

30.44

 
 

0.02
1.19

 -
 

 -
-

 -
 -
 -

1.21
 

22.01

15.40

29.65
 

0.19
0.27
0.73
0.09

- 
68.35
69.56

100.00

-

100.00

0.64
-

27.63
-
-
-
 

28.28

 
2.16

- 
- 
- 

2.16

30.44

 
 

0.02
1.19

-
 
-
-

 -
 -
 -

1.21
 

22.01

15.40

29.65
 

0.19
0.27
0.73
0.09

- 
68.35
69.56

100.00

-

100.00
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1
2
3
4
5
6
7
8
9

10
11

Name of the shareholder Number of shares

0.01

4.66

0.03

0.07

0.00

0.24

5.74

0.48

1.92

0.05

17.23

30.44

Statement showing Shareholding of persons belonging to the category  “Promoter and Promoter Group”

Shares as a percentage of
total number of shares {i.e.,

Grand Total (A)+(B)+(C)

                       2,701

 1,015,550

                       7,000

                     15,000

                       1,000

                     52,385

                1,250,000

                   104,360

                   418,919

                     10,355

                3,750,000

                6,627,270

Brij Kumar Tankha

Pacific Corporate Services Limited

Vinod Agarwal

N R Ganti

Pradeep Kumar Gupta

Jas Walia

Padmavatiasha Properties & Project Pvt Ltd

Girish Sharma

Satish Kumar Arora

Sunil Saxena

Superstar Exports Pvt Ltd

Total

Sr. No.

Statement showing Shareholding of persons belonging to the category “Public” and holding more than 1% of the total
number of shares

1
2
3
4
5
6
7
8
9

10
11
12

Systematix Shares and Stocks (India) Ltd.

Topcity Mercantile Co Pvt Ltd.

Ashok Fin Stock Ltd.

Dhananjaya Money Management Services Pvt Ltd.

Findeal Investments Pvt Ltd

Industrial Investment Trust Ltd.

Bennet, Coleman & Co. Ltd.

Unit Trust of India

Rajni Jain

Naishadh Paleja

Tarun Jain

Madhukar Seth

Total

                   269,010

                   277,092

                   300,000

                   528,983

                   955,139

                2,131,914

                1,750,000

                   252,274

                   500,000

                1,000,000

                   440,000

                   676,008

9,080,420

1.24

1.27

1.38

2.43

4.39

9.79

8.04

1.16

2.30

4.59

2.02

3.11

41.71

Sr. No. Number of
shares

Shares as a percentage of total
number of shares {i.e., Grand

Total (A)+(B)+(C)

Name of the shareholder

Sr. No. Name of the shareholder Number of
 locked-in shares

Locked-in shares as a
percentage of total number of

shares {i.e., Grand Total
(A)+(B)+(C)

Statement showing details of locked in shares

Superstar Exports Pvt Ltd
Padmavatiasha Properties & Project Pvt Ltd
Total

1
2

3,750,000
                1,250,000

5,000,000

17.23
5.74

22.97
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Statement showing details of Depository Receipts (DRs)

Sr. No. Type of outstanding DR
(ADRs, GDRs, SDRs, etc.)

Number of outstanding
DRs

Number of shares
underlying outstand-
ing DRs

Shares underlying outstanding
DRs as a percentage of total
number of shares {i.e., Grand
Total (A)+(B)+(C)

1 NA

Total

0

0

0

0

0.00

0.00

Statement showing Holding of Depository Receipts (DRs), where underlying shares are in excess of 1% of the
total number of shares

Sr. No. Type of outstanding DR
(ADRs, GDRs, SDRs, etc.)

Number of outstanding
DRs

Number of shares
underlying outstand-
ing DRs

Shares underlying outstanding
DRs as a percentage of total
number of shares {i.e., Grand
Total (A)+(B)+(C)

1 NA

Total

D ] Shares Dematerialized up to 31st March 2007.
Sl No Segments                                          No of Shares                     % of Shares

7,701,253
6,506,213
7,562,534

 21,770,000

35.38
29.89
34.73

 100.00

NSDL
CDSL
Physical
Total

1
2
3

3,750,000
2,131,914
1,750,000
1,250,000
1,015,550
1,000,000
  955,139
  676,008
  528,983
  500,000

E ] Top Ten Shareholders of the Company as on 31st March 2007.

Name                                       No of shares held               % of holding

Superstar Exports Pvt Ltd
Industrial Investment Trust Ltd
Bennet, Coleman & Company. Ltd
Padmavatiasha Properties & Project Pvt Ltd
Pacific Corporate Services Limited
Naishad Paleja
Findeal Investment Pvt Ltd
Madhukar Sheth
Dhananjaya Money Management Services Pvt Ltd
Rajni Jain

17.226
9.793
8.039
5.742
4.665
4.593
4.387
3.105
2.430
2.297

Sr. No. Type of outstanding DR
(ADRs, GDRs, SDRs, etc.)

Number of outstanding
DRs

Number of shares
underlying outstand-
ing DRs

Shares underlying outstanding
DRs as a percentage of total
number of shares {i.e., Grand
Total (A)+(B)+(C)

0

0

0

0

0.00

0.00

Sr. No. Type of outstanding DR
(ADRs, GDRs, SDRs, etc.)

Number of outstanding
DRs

Number of shares
underlying outstand-
ing DRs

Shares underlying outstanding
DRs as a percentage of total
number of shares {i.e., Grand
Total (A)+(B)+(C)

0

0

0

0

0.00

0.00

D ] Shares Dematerialized up to 31st March 2007.
Sl No Segments                                          No of Shares                     % of Shares

7,701,253
6,506,213
7,562,534

 21,770,000

35.38
29.89
34.73

 100.00

NSDL
CDSL
Physical
Total

3,750,000
2,131,914
1,750,000
1,250,000
1,015,550
1,000,000
  955,139
  676,008
  528,983
  500,000

E ] Top Ten Shareholders of the Company as on 31st March 2007.

Name                                       No of shares held               % of holding

Superstar Exports Pvt Ltd
Industrial Investment Trust Ltd
Bennet, Coleman & Company. Ltd
Padmavatiasha Properties & Project Pvt Ltd
Pacific Corporate Services Limited
Naishad Paleja
Findeal Investment Pvt Ltd
Madhukar Sheth
Dhananjaya Money Management Services Pvt Ltd
Rajni Jain

17.226
9.793
8.039
5.742
4.665
4.593
4.387
3.105
2.430
2.297
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Registrar and Share Transfer Agent :
Karvy Computershare Private Limited

Share Transfer System
The Board of Directors of the Company has delegated the
power of share transfers to the Committee of Directors. The
shares for transfer which are received in Physical form (either
at Registered Office of the Company or at RTA) are processed
and verified by the RTA and the share certificates returned
within a period of 1 month from the date of receipt, subject to
the documents being valid and complete in all respects.

Investor’s Correspondence

For Investor Matters:
Korepu Mallesham Company Secretary
Secretarial Department
SQL Star International Ltd
# “Sanali Info Park”, Block-B,
4th Floor, 8-2-120/113, Road No. 2,Banjara Hills,
Hyderabad – 500 033.Andhra Pradesh, India.
Phone: +91-40-23101687, Fax: +91-40-23101663
Email: mallesham.k@sqlstar.com
Web: www.sqlstar.com

For queries on Financial Statements:
Saiprasad. K.V. General Manager – Finance & Accounts
SQL Star International Ltd
# “Sanali Info Park”, Block-B,
4th Floor, 8-2-120/113, Road No. 2,Banjara Hills,
Hyderabad – 500 033.Andhra Pradesh, India.
Phone: +91-40-23101660, Fax: +91-40-23101663
Email: saiprasad.kv@sqlstar.com
Web: www.sqlstar.com

Dematerialization of shares
The Company’s shares came under ‘’Compulsory Demat
Trading’’ category with effect from August 28, 2000. They are
available for trading in both the National Securities Depository
Ltd. and Central Depository Services Ltd. The processing
activities with respect to the requests received for
dematerialization are generally completed within 21days from
the date of receipt of request.

12. Other Information

(i) Unclaimed Dividends
Under the Companies Act, 1956, dividends, that are
unclaimed for a period of seven years is required to be
transferred to the Investor Education and Protection Fund
administered by the Central Government.

The dividend amount of Rs. 9655.17 is unclaimed for a
period of seven years is transferred to Investor Education
and Protection Fund Account.

(ii) Electronic Clearing Service / Mandates / Bank details
The Members may please note that Electronic Clearing
service details contained in the Benpos downloaded from
NSDL and CDSL would be reckoned of dividend. Shareholders
desirous of modifying those instructions would write to
their respective Depository Participants.

(iii) Nomination in case of shares held in physical form
The Companies Act, 1956 facilitates for making nomination
by shareholders in respect of their holding of shares. Such
nomination greatly facilitates transmission of shares from
the deceased shareholder to his/her nominee without
having to go through the succession certificate/Probate of
will process.

(iv) Secretarial Audit
A qualified practicing Company Secretary has carried out
quarterly secretarial audit to reconcile the total admitted
capital with National Securities Depository Limited (NSDL)
and Central Depository Services (India) Ltd (CDSL) and the
total issued and listed capital. The audit confirms that the
total/paid up capital is in agreement with the aggregate
total number of shares in physical form and the total number
of dematerialized shares held in NSDL and CDSL.

(v) Compliance
The Certificate on Corporate Governance obtained from
M/s. Maharaj N. R. Suresh & Co., Chartered Accountants;
Chennai is given at relevant page in this report.

(vi) Code of Conduct
In pursuit of outlining the Company’s business policies and
values and setting the standards for professional and ethical
behavior of all the employees in the Company, the Board of
Directors of the Company has laid down the Code of
Business Conduct and Ethics. The same is available on
Company’s website at www.sqlstar.com

Declaration regarding compliance by Board Members and
Senior Management Personnel with the Company’s Code
of Conduct
As Chairman & Managing Director of the Company, as required
under Clause 49 of the listing agreement with the Stock
Exchange in India, I hereby declare and confirm that the Board
Members and Senior Management team of the Company have
affirmed the Compliance with the Business Code of Conduct
and Ethics as on 31st March 2007.

Note: For the purpose of this declaration, Senior Management Team
means the Company Secretary and employees in the executive Vice
President cadre as on 31st March 2007.

By order of the Board
For SQL Star International Limited

N.R. Ganti
Chairman & Managing Director

Date : 29-06-2007
Place : Hyderabad
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To

The Members of

SQL Star International Limited

We have examined the compliance of conditions of corporate governance by SQL Star International Limited, for the year ended 31st

March 2007, as stipulated in Clause 49 of the Listing Agreement of the said company with the stock exchange(s).

The compliance of conditions of Corporate Governance is the responsibility of the management. Our examination was limited to

procedures and implementation thereof, adopted by the company for ensuring the compliance of the conditions of the Corporate

Governance. It is neither an audit nor an expression of opinion on the financial statements of the company.

In our opinion and to the best of our information and according to the explanations given to us, and the representations made

by the Directors and the management, we certify that the company has complied with the conditions of Corporate Governance as

stipulated in the above mentioned Listing Agreement.

As required by the Guidance Note issued by the Institute of Chartered Accountants of India, we state that as per the records

maintained and certified by the company/Registrars and Transfer Agents of the company, there were no investor grievances

remaining unattended/ pending for more than 30 days as at 31st March 2007.

We further state such compliance is neither an assurance as to the future viability of the company nor the efficiency or effectiveness

with which the management has conducted the affairs of the company.

AUDITORS’ CERTIFICATE ON CORPORATE GOVERNANCE

Place : Hyderabad
Date : 29-06-2007

For Maharaj N. R. Suresh & Co.

Chartered Accountants

N. R. Suresh
Partner

M.No.200/21661
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To

The Members of

SQL Star International Limited

1. We have audited the attached Balance Sheet of SQL STAR INTERNATIONAL LIMITED as at 31st March 2007, the Profit
and Loss Account and also the Cash Flow Statement 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 the 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 of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

3. As required by the Companies (Auditor’s Report) Order, 2003 issued by the Central Government of India in terms of sub-
section (4A) of section 227 of the Companies Act, 1956, we enclose in the Annexure, a statement on the matters
specified in paragraphs 4 and 5 of the said Order.

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

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

(ii) In our opinion, proper books of account as required by law have been kept by the company so far as appears
from our examination of those books.

(iii) The Balance Sheet, Profit and Loss Account and Cash Flow Statement dealt with by this report are in agreement
with the books of account.

(iv) In our opinion, the Balance Sheet, Profit and Loss Account and Cash Flow Statement dealt with by this report
comply with the accounting standards referred to in sub-section (3C) of section 211 of the Companies Act,
1956.

(v) On the basis of written representations received from the directors, as on 31st March 2007 and taken on record
by the Board of Directors, we report that none of the Directors is disqualified as on 31st March 2007 from being
appointed as a director in terms of clause (g) of sub-section (1) of section 274 of the Companies Act, 1956.

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

(a) in the case of the Balance Sheet, of the state of affairs of the Company as at 31st March 2007;
(b) in the case of the Profit and Loss Account, of the PROFIT for the year ended on that date; and
(c) in the case of the Cash Flow Statement, of the cash flows for the year ended on that date.

Auditors Report

Place : Hyderabad
Date : 29-06-2007

For Maharaj N. R. Suresh & Co.

Chartered Accountants

N. R. Suresh
Partner

M.No.200/21661
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Annexure to the Auditors Report
i) a)

b)

c)

ii) a)

b)

c)

iii)

iv)

\v)

vi)

a)

b)

c)

d)

e)

f)

g)

a)

a)

 b)

The company has maintained proper records showing full particulars including quantitative details and
situation of fixed assets

All the fixed assets have not been physically verified by the management during the year but there is a regular
program of verification which, in our opinion, is reasonable having regard to the size of the company and the
nature of its business and assets. No material discrepancies were noticed on verification.

In our opinion, the disposal of fixed assets during the year, though substantial has not affected the going
concern assumption.

Inventories have been physically verified during the year by the management. In our opinion, the frequency
of verification is reasonable.

The procedures of physical verification of inventories followed by the management are reasonable and
adequate in relation to the size of the company and the nature of its business

The company is maintaining proper records of inventory. The discrepancies noticed on physical verification
of stocks as compared to book stocks have been properly dealt with in the books of accounts and were not

The company has granted unsecured loan to a company covered in the register maintained under section
301 of the Companies Act, 1956. The maximum amount involved during the year is Rs.50.58 lacs and the
year end balance is Rs.50.58 lacs.

In our opinion, the rate of interest and other terms and conditions on which loans have been granted are
not, prima facie, prejudicial to the interest of the company.

The principal and interest accrued have not become due for repayment as at the end of the year.

There is no overdue amount of loans granted to companies, firms or other parties listed in the register
maintained under section 301 of the Companies Act, 1956.

The company has taken unsecured loan from a company covered in the register maintained under section
301 of the Companies Act, 1956 and the maximum amount involved during the year is Rs. 453 lacs and
balance at the year end is Rs. Nil.

In our opinion, the rate of interest and other terms and conditions on which loans have been taken are not,
prima facie, prejudicial to the interest of the company.

The company is regular in repaying the principal amounts as stipulated and has been regular in the payment
of interest.

In our opinion and according to the information and explanations given to us, there exists an adequate
internal control system commensurate with the size of the company and the nature of its business with
regard to purchases of inventory and fixed assets and with regard to sale of goods and services. During the
course of our audit, we have not observed any continuing failure to correct major weaknesses in internal
controls.

In our opinion and according to the information and explanations given to us,
particulars of contracts or arrangements referred to in Section 301 of the Companies Act, 1956 have been
entered into the register required to be maintained under that section

transactions made in pursuance of such contracts or arrangements have been made at prices which are
reasonable having regard to the prevailing market prices at the relevant time.

The company has not accepted deposits from public and therefore the provisions of section 58 A, 58 AA and
other relevant provisions of the Companies Act, 1956 are not applicable.
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In our opinion, the company has an internal audit system commensurate with the size and nature of its business.

The Central Government has not prescribed the maintenance of cost records under Section 209 (1) (d) of the
Companies Act, 1956

There are no arrears of undisputed Statutory dues including Provident Fund, Investor Education and
Protection Fund, Employees State Insurance, Income Tax, Wealth Tax, Sales Tax, Service Tax, Customs
Duty, Excise Duty, Cess and other material statutory dues applicable to the company as at 31st March
2007, though there are delays in remittances in certain months during the year. Outstanding statutory
dues as at the end of the year for a period of more than six months are Rs.NIL.

According to the information and explanations given to us, there are no dues inrespect of Income Tax, Wealth
Tax, Sales Tax, Customs Duty, Excise Duty, Service Tax and Cess which have not been deposited on account of any
dispute other than the following:

The company has accumulated losses, as at 31st March 2007. The company has not incurred cash losses in the
financial year under report and in the immediately preceding financial year.

The company has not defaulted in repayment of dues to a financial institution, bank or debenture holders

The company has not granted loans and advances on the basis of security by way of pledge of shares, debentures
and other securities

The company is not a chit fund or a nidhi / mutual benefit fund / society.

The company is not dealing or trading in shares, securities, debentures and other investments.

The company has not given any guarantees for loans taken by others from banks or financial institutions.

The term loans have been applied for the purpose for which they were obtained.

According to the information and explanations given to us and on an overall examination of the balance sheet
of the company as at 31st March 2007, we report that funds raised on short-term basis have not been used for
long-term investment.

The Company has made preferential allotment of shares pursuant to options exercised under the Share warrants
issued during the previous year to a company covered in the register maintained under section 301 of the
Companies Act, 1956 and the price at which shares are issued are not prejudicial to the interests of the
Company.

The company has not issued any debentures during the year

The company has not raised money by public issues during the year

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

vii)

viii)

ix)

x)

xi)

xii)

xiii)

xiv)

xv)

xvi)

xvii)

xviii)

xix)

xx)

xxi)

a)

b)

Sl.No. Nature of Dues Amount Rs. lacs Forum where dispute is pending
1 Sales Tax

Total
20.73
20.73

Sales Tax Appellate Authorities

Place : Hyderabad
Date : 29-06-2007

For Maharaj N. R. Suresh & Co.

Chartered Accountants

N. R. Suresh
Partner

M.No.200/21661
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 BALANCE SHEET AS AT MARCH  31, 2007

 SOURCES OF FUNDS
 Share Holder’s

 Share Capital
 Share Warrants (Refer Note)
 Reserves & Surplus

 Loan Funds
 Secured Loans
 Unsecured Loans

 Deferred Tax
 Total

 SCHEDULE

 A

 B

C
D

E

F
G

H

As at March 31, 2007

 470,476,038.55

               7,155,431.29
                                -
               3,633,504.00
           481,264,973.84

    217,742,185.00
        2,200,000.00
    250,533,853.55

    177,727,835.00
      38,200,000.00

     (27,561,934.63)
    188,365,900.37

      43,063,833.67
      25,000,000.00
      24,166,629.00
    280,596,363.04

    250,067,267.85
      82,860,903.75
    167,206,364.10
      25,052,430.44

    192,258,794.54

10,360,475.00

        4,282,322.57
      85,192,628.21
        5,523,525.40
    105,240,623.55

    200,239,099.73

 APPLICATION OF FUNDS
 Fixed Assets

 Gross Block
 Less: Depreciation
 Net Block
 Capital Work in Progress

 Total

Investments
 Current Assets, Loans & Advances

 Inventories
 Sundry Debtors
 Cash & Bank Balances
 Loans & Advances

Total

As at March 31, 2006

       86,435,060.84
       32,893,238.55
       53,541,822.29
       54,117,425.64

         6,041,577.11
     170,208,563.17
       52,669,305.23
     118,200,518.96

     347,119,964.47

           107,659,247.93

189,174,825.00

                      140,657,461.10
                         22,031,602.46

162,689,063.56

Schedule A to H and notes in schedule O form part of this Balance Sheet.

vide our report of even date

For Maharaj N R Suresh & Co.

Chartered Accountants
 For  and  on behalf  of the Board of Directors

 Less: Current Liabilities & Provisions
 Current Liabilities
 Provisions

 Net Current assets

 Total

             184,430,900.91

            481,264,973.84

     102,403,593.23
        19,858,413.00
     122,262,006.23
      77,977,093.50

    280,596,363.04

Amount in Rs.

 K. V. Sai Prasad

 G M Finance & Accounts

 N. R. Ganti

 Chairman & Managing Director

D. Ravichander Babu

Director

Korepu Mallesham

Company Secretary

N. R. Suresh

Partner

M.No. 200/21661

Place  : Hyderabad

Dated : 29 06 2007
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 PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 2007

 SCHEDULE

INCOME
Sales Of Software and Services
Training Course
Others

Total
EXPENDITURE

Direct
Personnel
Others
Finance
Depreciation

Total

Profit before Prior Period/ Extraordinary items
Prior Period Adjustments / Extra ordinary items
Profit before Taxation
 Provision for

 Current tax
 Deferred tax
 Fringe Benefit tax

Profit for the year after taxation
 Tax for previous year

Balance brought forward
Balance carried to balance sheet
Earning per share before extraordinary items

Basic EPS
Diluted EPS

Earning per share after extraordinary items
Basic EPS
Diluted EPS

 I

J
 K
 L
 M

N

   261,679,221.51
   157,508,449.36
     10,676,645.31

   191,784,664.64
   102,656,019.45
     87,335,135.47
       6,633,410.68
     18,304,138.23

    429,864,316.18

147,656,336.76
154,319,326.75
15,052,422.41

317,028,085.92

                   122,696,169.26
87,523,838.39
79,421,087.17

7,437,685.55
17,326,502.26

314,405,282.63

2,622,803.29
281,871,783.20

(279,248,979.91)

-
2,560,731.00
1,249,056.00

(283,058,766.91)
(257,062.00)

499,431.20
(282,302,273.71)

0.15
0.09

(15.71)
(9.93)

406,713,368.47

 23,150,947.71
(95,675,808.34)
 118,826,756.05

-
(20,533,125.00)

 1,264,092.86
138,095,788.19

                             -
(282,302,273.70)
 (144,206,485.51)

1.06
1.00

5.46
5.14

Amount in Rs.

 For the year ended
March 31,2007

(12 Months)

 For the period ended
March 31,2006

(15 Months)

 Schedules I to N and notes in Schedule O form part of this Profit and Loss account.

For  and  on behalf  of the Board of Directors
vide our report of even date
For Maharaj N R Suresh & Co.
Chartered Accountants

 K. V. Sai Prasad

 G M Finance & Accounts

 N. R. Ganti

 Chairman & Managing Director

D. Ravichander Babu

Director

Korepu Mallesham

Company Secretary

N. R. Suresh

Partner

M.No. 200/21661

Place  : Hyderabad

Dated : 29 06 2007
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 SCHEDULES TO BALANCE SHEET AS AT 31-03-2007

 AUTHORISED CAPITAL

 40,000,000 Equity shares of Rs. 10/- each
 (40,000,000 Equity shares of Rs. 10/- each)
 Issued Capital
 21,770,000 Equity shares of Rs. 10/- each
(17,770,000 equity share of Rs. 10/- each)
 Subscribed and Paid up Capital
 21,770,000 Equity shares of Rs. 10/- each, fully paid up
( 17,770,000 Equity shares of Rs.10/- each Fully paid up in cash)
 Out of the above 1,545,147 Equity  share of Rs. 10/- each fully
 paid up is by way of bonus shares by way of capitalisation
 of profit

 Less : Calls in arrears Other than Directors

 Add  :
 Call in arrears refundable
 Forfeited Shares
 Total

          400,000,000.00

          177,700,000.00

          177,700,000.00

          177,700,000.00
                    48,215.00
          177,651,785.00

                      1,050.00
                    75,000.00
          177,727,835.00

400,000,000.00

217,700,000.00

217,700,000.00

217,700,000.00
33,865.00

217,666,135.00

1,050.00
75,000.00

217,742,185.00

A ]   SHARE CAPITAL Amount in Rs.

As at March 31, 2007 As at March 31, 2006Particulars

 D ]   UNSECURED LOANS
 Inter Corporate Loan
 Total

-
-

            25,000,000.00
            25,000,000.00

From Banks
State Bank of India

Cash credit
Working Capital Term Loan

Hire Purchase #
From Others
Hire Purchase #
 Total

As at March 31, 2007 As at March 31, 2006

 #  Secured by Assets created out of respective loans,  in the possesion of the company and ex-employees to be transferred on
completion of Loan.

 C ]   SECURED LOANS

Particulars

-
-

3,402,918.29

            3,752,513.00
7,155,431.29

23,463,853.03
6,666,672.00
6,578,923.27

6,354,385.37
43,063,833.67

 General Reserve
 Capital Reserve (See note)
 Share Premium Account
 Surplus in Profit & Loss Account
 Total

As at  March  31, 2006
(15 Months)

              258,516.50
-

      254,481,822.57
    (282,302,273.71)

       (27,561,934.63)

 Additions

-
20,000,000.00

120,000,000.00
138,095,788.19
278,095,788.19

As at  March  31, 2007
(12 Months )

258,516.50
20,000,000.00

374,481,822.57
(144,206,485.52)

250,533,853.55

 Deductions

-
-
-

                                   -

 B ]   RESERVES & SURPLUS

Particulars
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 G ]  CURRENT ASSETS, LOANS AND ADVANCES

 INVENTORIES
 Books & Course material

 Total

6,041,577.11

6,041,577.11

4,282,322.57

4,282,322.57

 F ]   INVESTMENTS

Investments - Long term Unquoted
SUBSIDIARY COMPANIES
International SQL Star Pte Limited, Singapore
645,000 Equity Shares of S$ 1.00 each, fully paid up.
(400,000 Equity shares of S$ 1.00 each fully paid up.)

SQL Star International Inc., U.S.A.
Opening Balance
Less :  Provision for Diminution in value of Investments
Add :  Investment made during the year
643,000,000 Equity Shares of US $ 0.01each.
(253,000,000 Equity Shares of US$ 0.01 each.)
Total

17,244,825.00

171,930,000.00

189,174,825.00

116,412,300.00
(116,412,300.00)

171,930,000.00

10,360,475.00

                                   -

10,360,475.00

Amount in Rs.

As at March 31, 2007 As at March 31, 2006

 SCHEDULES TO BALANCE SHEET AS AT 31-03-2007

 LOANS & ADVANCES
Unsecured and considered good
Advance recoverable in cash or in kind for which value to be received
Security deposits
Tax payments pending adjustment
SQL ESOP Trust
 Total

11,760,207.56
            82,228,226.88
            19,352,124.87
               4,859,959.65
          118,200,518.96

9,526,040.26
83,456,351.03

7,398,272.61
4,859,959.65

105,240,623.55

Cash on hand
Balance with Scheduled Bank

Current Account
Deposit Account (note below)

Total

Note: Includes Rs. 62.53 lacs (Rs. 14.55 lacs) held as margin money for Bank guarantees issued.

 CASH & BANK BALANCES

1,070,567.91

15,646,023.32
35,952,714.00
52,669,305.23

                  246,555.37

3,579,004.03
1,697,966.00
5,523,525.40

SUNDRY DEBTORS
Unsecured Considered Good
Debts exceeding 6 months
Other Debts
Total

Considered doubtful
Less : Provision

Total

            38,974,375.34
          131,234,187.83

170,208,563.17

-

170,208,563.17

               431,839.00
               431,839.00

            72,737,786.82
            12,454,841.39
                          85,192,628.21

          100,882,579.09
          100,882,579.09

85,192,628.21
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 J ]   DIRECT EXPENSES
Expenditure on Foreign Staff
Computer Hire Charges & Consumables
Books, Course material & Others
Royalty
Outsourcing and Consultants
Service Tax
Software Purchases
Total

                                   -
                  648,739.65
            20,300,887.07
               4,787,114.09
          130,589,997.90
            17,085,422.69
            18,372,503.24
          191,784,664.64

              1,832,641.80
              2,408,059.01
            22,505,944.45
              1,760,821.25
            78,422,056.75
            13,777,234.00
              1,989,412.00
          122,696,169.26

 H ]   CURRENT LIABILITIES AND PROVISIONS

CURRENT LIABILITIES
Sundry Creditors
Deposits
Other Liabilities
Investor Education Protection Fund shall be credited by the
following amounts namely Unclaimed Dividend
[ Amount due at the end of the year Rs. NIL (Previous year Rs. NIL) ]

Interest accrued but not due
Advances from Customers
Total

            58,838,439.66
                                   -
            80,236,893.27

                      9,655.17

-
1,572,473.00

140,657,461.10

            51,317,874.42
              2,615,118.00
            47,140,318.64

                     9,655.17

                   76,497.00
              1,244,130.00
          102,403,593.23

Amount in Rs.

As at March 31, 2007 As at March 31, 2006

 SCHEDULES TO BALANCE SHEET AS AT 31-03-2007

 I ]    OTHER INCOME

 Interest on Deposit
 (Tax Deducted at source Rs. 296,507/- (Previous year Rs. 220,194/- )
Foreign Exchange Fluctuation
Rental Income & Others
 (Tax Deducted at source Rs. 1,322,742/- (Previous year Rs.  2,089,309/- )
Total

1,690,057.13

160,405.13

8,826,183.05
10,676,645.31

1,054,200.08

2,537,686.08

11,460,536.25
15,052,422.41

SCHEDULES TO PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 31-03-2007

 For the year ended
March 31,2007

(12 Months)

 For the period ended
March 31,2006

(15 Months)

 PROVISIONS
 Taxation
 Gratuity
 Leave Encashment
 Total

 225,392.86
5,755,287.00

16,050,922.60
22,031,602.46

111,618.00
6,689,317.00

13,057,478.00
19,858,413.00

 K ]  PERSONNEL EXPENSES
 Salaries, Wages & Bonus
 Contribution to Provident and Other funds
 Staff Welfare
 Staff Recruitment and Training
 Total

            95,262,788.62
               5,441,416.00
               1,124,802.81
                  827,012.02
          102,656,019.45

            81,295,130.58
              4,304,163.15
              1,447,671.54
                  476,873.12

87,523,838.39

Amount in Rs.
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SCHEDULES TO PROFIT & LOSS ACCOUNT
For the year ended March 31, 2007

 L ]  OTHER EXPENSES

Rent
Power and fuel
Rates and Taxes
Insurance
Repairs & Maintenance
        Office
        Vehicles
        Others
Lease & Hire Charges
Travel and Conveyance
Communication Expenses
Advertising and Business Promotion
Printing and Stationery
Consultancy Charges
Directors Remuneration
Directors Sitting Fees
General Expenses
Loss on Sale of Assets
Provision for Doubtful Debts reversed
        SQL Star International Inc - USA
        Other Debtors
Bad debts written off
Provision for Dimunition of Investments in UK Subsidiary reversed
Dimunition of Investments in UK Subsidiary written off
Provision for Bad and Doubtful Assets
Audit fees and expenses
AGM Expenses
Registrars Expenses
Membership & Subscription
Books & Periodicals
Total

            22,663,715.00
               8,243,933.08
               2,021,026.27
               1,617,925.10

            10,780,203.82
               1,878,523.51
               2,888,477.47
                  282,571.04
               9,530,146.85
               5,232,484.52
               5,365,040.19
               1,615,428.41
               4,736,690.41
               2,256,157.20
                  147,500.00
               3,080,796.58
                                   -

           (66,768,263.84)
           (33,682,476.25)

100,450,740.09
           (18,360,372.75)
            18,360,372.75
                  431,839.00
                  636,762.00
                  920,451.15
                  389,034.59
               2,556,787.80
                    59,641.48

87,335,135.47

            17,779,172.00
              8,684,771.06
              2,144,500.96
                  541,213.90

              6,952,299.23
              2,705,035.23
              2,599,469.27
                  290,643.50
            11,378,507.23
              5,678,741.25
              3,091,344.23
              2,066,493.86
              3,624,578.27
              3,948,963.00
                  155,000.00
              1,441,483.49
              2,458,581.73

   -
                                   -
                                   -
                                   -
                                   -
                                   -
                  415,166.00
              1,286,774.18
                  348,886.00
              1,749,494.28
                    79,968.50

79,421,087.17

Amount in Rs.
 For the year ended

March 31,2007
(12 Months)

 For the period ended
March 31,2006

(15 Months)

 M ]  FINANCIAL EXPENSES
Interest

Term Loans
Cash credit

Hire Purchases & Lease
Others

Finance Charges
Total

               1,788,298.52

               4,111,486.38
                  733,625.78
               6,633,410.68

               259,484.94
           1,528,813.58

               964,249.65
           3,147,236.73

              1,710,673.82
              3,505,080.85
              5,215,754.67
                  933,126.68
                  561,081.90
              1,494,208.58
                  727,722.30

7,437,685.55
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SCHEDULES TO PROFIT & LOSS ACCOUNT
For the year ended March 31, 2007

I ]     Significant Accounting Policies

 1. Basis of Preparation
The financial statements are prepared under the historical cost convention in accordance with generally accepted accounting
principles and applicable accounting standards.

Use of estimates
The preparation of financial statements requires the management of the Company to make estimates and assumptions that
affect the reported balances of assets and liabilities and disclosures relating to the contingent liabilities as at the date of
financial statements and reported amounts of income and expenses during the year. Example of such estimates include
provision for doubtful debts, provision for income taxes, accounting for contract costs expected to be incurred to complete
software development and the useful lives of fixed assets.

 2. Inventories
Stock of Course ware is valued at cost, which is the purchase price.

 3. Fixed Assets
Fixed Assets are stated at cost less depreciation. Cost of acquisition is inclusive of freight, duties, installation expenses net of
VAT credit , if any.

O ] SCHEDULE FORMING PART OF THE ACCOUNTS  For the year ended 31 March, 2007.

 N ]  PRIOR PERIOD / EXTRAORDINARY ITEMS

 PROVISIONS
 Diminution in value of Investments in Subsidiaries

SQL Star International Inc - USA
SQL Star International Ltd. - UK

Arrears Employee related
Doubtful Debts

SQL Star International Inc - USA
Other Debtors

AMOUNT WRITTEN OFF
Obsolete Inventories
Capital Work in Progress
Receivables
Advances
Misc Expenditure
Profit on Sale of Fixed Assets
Assets Discarded
Amounts payable waived
Expenditure relating to earlier years
Arrears of Rent & Maintenance
Total

-
-
-

-
 -

-
-
-
-

                                   -
        (131,726,286.72)
            37,965,394.95
             (3,680,886.07)
                                   -
               1,765,969.50

(95,675,808.34)

   116,412,300.00
     18,360,372.75
     14,542,124.18

     66,768,263.84
     33,682,476.25

           979,822.69
       9,144,094.47
     18,363,217.37
       2,227,720.63

           922,732.79
-
-
-

468,658.23
-

281,871,783.20

Amount in Rs.

 For the year ended
March 31,2007

(12 Months)

 For the period ended
March 31,2006

(15 Months)
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 4. Depreciation
Depreciation is provided on Straight Line method at the rates specified in Schedule XIV to the Companies Act, 1956 other
than the following

 5. Revenue and Expenditure recognition
Revenue is recognized and expenditure is accounted for on their accrual other than the following

a) Software and Services
Revenue from software development on fixed- price, fixed time frame contracts, where there is no uncertainty as to
measurement or collectibility of consideration is recognized as a percentage of completion method. On time and
materials contracts, revenue is recognised as the related services are rendered. Revenue is recognised based on the
terms of contracts and passing of title. Annual Support Services are recognised proportionately over the period in which
services are rendered.

b) Training and Education Services
Corporate
Revenue is recognised as per the contract terms with the customers.

Others
Revenue is recognised based on services rendered and payment received

c) e-Governance
i. Sampark and Jan Sampark Projects

Revenue is recognised based on services rendered.

ii. Madhya Pradesh State Agricultural Marketing Board (Mandi) Project
a) SQL Region

Revenue is recognised based on services rendered and billable on approval by Mandi Board.

b) Outsourced Regions
Revenue is recognised based on services rendered, claims received from Outsourced Agent and billable on
approval by Mandi Board.

d) Trading
Revenue is recognised on sale of products

e) Interest, Rental
Recognised on accrual

f) Commission
Recognized on accrual subject to confirmation

 6. Foreign Currency Transactions
Transactions in foreign exchange are initially recognised at the rates prevailing on the dates of transactions. Exchange
difference arising out of restatement of foreign currency liabilities incurred for acquisition of fixed assets are translated
prevailing on the last working day of the accounting year is adjusted to the cost of fixed assets.

Premium or discount arising at the inception of forward contract is amortized as income or expense over the life of the
contract. Exchange difference on such contracts is recognised in the reporting period in which exchange rates change.

a) Assets acquired for e-Governance Project

      i) Chandigarh

      ii) Madhya Pradesh

b) Software

      i) Acquired prior to 01.01.2005

      ii) Acquired after 01.01.2005

Assets at Leased Premises

Agreement Period

Schedule XIV rates

Schedule XIV rates

5 years
Schedule XIV rates, since Leases are generally
renewed.
WDV of the asset is written off in the year in which

SCHEDULE FORMING PART OF THE ACCOUNTS For the year ended March 31, 2007
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All monetary assets and liabilities are restated at each Balance Sheet date using the closing rate. Resultant exchange
difference is recognized as income or expense in that period.

 7. Investments
Long-term investments are stated at cost. Dimunition is provided for decline in the carrying cost of long-term investments,
if the decline is other than temporary.

 8. Employee Retirement Benefits
Contributions payable by the Company under defined contribution schemes towards Provident fund and Employees State
Insurance for the year are charged to profit and loss account.

Provision for Gratuity as at 31st March 2007 is made in accordance with the Payment of Gratuity Act, 1972.
Provision for Leave Encashment is made on the basis of actual leave at credit of the employees as at year-end date.

 9. Segment Reporting
The company has recognized the following business segments as Primary Segments

Software & Professional Support Services
Education and Training
e-Governance

Accordingly segment reports have been disclosed under Sl No. 13 (8) Other Notes

 10. Lease
Finance Leases are accounted in accordance with AS 19

 11. Taxes on Income
Current tax is the amount of tax payable on the taxable income for the year as determined in accordance with the provisions
of Income Tax Act 1961.

Deferred tax is recognised, on timing differences, being the difference between taxable income and accounting income that
originate in one period and are capable of reversal in one or more subsequent periods.

Deferred tax assets in respect of unabsorbed depreciation and carry forward of losses are recognised if there is virtual
certainty that there will be sufficient future taxable income available to realise such losses.

 12. Impairment of Assets
Impairment loss, if any, is provided to the extent, the carrying amount of assets exceeds their recoverable amount.

 13. Provisions
A provision is recognised when there is a present obligation as a result of a past event, it is probable that an outflow of
resources will be required to settle the obligation and in respect of which reliable estimate can be made.  Provision is not
discounted to its present value and is determined based on the best estimate required to settle the obligation at the year-end
date.  These are reviewed at each year-end date and adjusted to reflect the best current estimate.

II ]    Notes on accounts

1. Share Capital and Share Warrants
In the year 2005-06, Company allotted 9,550,000 Share Warrants @ Rs. 40/- per warrant on Preferential basis as per SEBI
Guidelines. These warrants are convertible at the option of the holders at any time before the expiry of 18 months from its
allotment into 1 fully paid equity share of Rs. 10/- each at a premium of Rs. 30/- per warrant any time between February to
November 2007 against which 10% of the value has been received as at 31st March 2006.

4,000,000 Equity Shares of Rs.10/- each for cash at premium of Rs.30/- per share are allotted during the year on receipt of
full subscription and exercise of options by the warrant holders.

5,000,000 Warrants are forfeited for failure on receipt of balance subscription and exercise of option before the due dates.
Accordingly, the upfront subscription on allotment of warrants is forfeited and credited to Capital Reserve
550,000 Warrants are pending conversion for which payment of subscription and exercise of option for conversion is
available till June 2007.

2. Capital Reserve
Represents amounts forfeited due to non subscription of Share Warrants on due dates

SCHEDULE FORMING PART OF THE ACCOUNTS For the year ended March 31, 2007
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3. ESOP Scheme
The shareholders have approved in November 2005, scheme titled “SQL ESOP 2005”, which provides for issue of options to
subscribe to equity shares not exceeding 801,000 shares constituting 5% of the Paid up Capital of the Company to permanent
employees of the Company subject to such conditions the Board may determine.
Under the plan, Company granted 750,000 Employee Stock Options to 37 Employees pursuant to the resolution passed at
the Extra-Ordinary General Meeting of the Company held on 30th November 2005.
Out of the options granted, 507,500 options were lapsed due to resignation of the employees and they are available for
further award under the Scheme. 242,500 options are in force as on 31.03.2007.

SQL ESOP Trust holds 159,980 Equity Shares as on 31.03.2007 that were allotted under the ESOP Plan in December 1998 for
and on behalf of the eligible employees and will be offered to the Employees as per the terms and conditions of the ESOP
Scheme-2005. The total options available for grant is 558,500 as on 31.03.2007.

4. Sundry Debtors include
a) Amount receivable from Wholly Owned Subsidiary International SQL Star Pte Ltd, Singapore as at 31.03.2007

Rs 64.53 lacs. (Previous Year Rs.6.22 lacs)
b) Amount receivable from Wholly Owned Subsidiary SQL Star International Inc., USA as at 31.03.2007 Rs.75.43 lacs.

(Previous Year Rs.Nil)
c) Unbilled Revenue amounting to Rs.417.08 lacs (Previous Year Rs.58.99 lacs) billable on approval by Mandi Board as

at 31.03.2007, out of which, Rs.333.37 lacs (Previous Year Rs.37.57 lacs) have been billed subsequently.

5. Investment in subsidiaries
a) During the period, the company has invested the following sums in the Equity Shares of the wholly owned subsidiaries

b) SQL Star International Limited, UK is wound up as per order of Companies House, UK dated 16th January 2007. Provision
made for diminution in value of Investments in the previous year is reversed and the Investments is written off to the
Profit and Loss Account.

6. Fixed Assets

a) In accordance with Accounting Standards, Written Down Value of Fixed Assets identified as obsolete/ unusable/ damaged,
aggregating to Rs 379.65 lacs is charged to Profit and Loss account as “Assets Discarded “ under Extraordinary/
Exceptional Items.

b) Intangibles in Progress includes :

7. Leases

Name of the Subsidiary No of Equity Shares applied and
allotted

Amount Amount

SQL Star International Inc., USA

International SQL Star Pte Ltd, Singapore

390,000,000 Equity shares of 1 cent each

195,000 Equity Shares of  S$ 1 each

US $ 3,900,000

S$ 195,000

1719.30

55.79

Rs. in Lacs

SCHEDULE FORMING PART OF THE ACCOUNTS For the year ended March 31, 2007

Year ended
 31.03.07

Period ended
31.03.06

a) Brand Building for US Subsidiary

b) Intranet

c) Internal Procedures

230.50

13.43

297.24

103.12

9.59

115.16

Rs. in Lacs

Particulars

Rs. in Lacs

Year ended
 31.03.07

Period ended
31.03.06

Due within one year

Due later than one year and not later than five years

Due later than five years

30.79

17.96

NIL

30.79

48.75

NIL

Particulars
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8. Dues to Small-scale industrial undertakings and Micro, Small, and Medium Industries (to the extent of information
available with the company) is Rs. Nil

9. Auditors Remuneration represents

10. No provision for current tax is made, there being no taxable income both under normal computation and Section 115 JB of
the Income Tax Act,196, in view of brought forward allowances and losses available for set off

11. Deferred Tax liability of Rs.205.33 lacs, on account of difference in depreciation as per books and Income tax, created in
earlier years is credited to Profit and Loss Account, consequent to sale of Buildings, Furniture & Fixtures.

12. Related Party Disclosures

(a) List of Related Parties where control exists: None
(b) Transaction between Related Parties:

i) a) Name of the transacting Related Parties : Industrial Investment Trust Ltd
b) Description of relationship : Presumption of significant influence
c) Description of Transactions

ii) a) Name of the transacting Related Parties : Super Star Export Pvt. Ltd.,
b) Description of relationship : Presumption of significant influence
c) Description of Transactions :

d). No amount has been written off or written back during the year in respect of debts due from or to related parties

e). Key Management Personnel : Mr. N.R. Ganti, Chairman and Managing Director
Remuneration vide Note 13 (6)

SCHEDULE FORMING PART OF THE ACCOUNTS For the year ended March 31, 2007

Particulars Year ended
 31.03.07

Period ended
31.03.06

Statutory Audit
Tax Audit and Tax matters
Certification
Reimbursement of expenses of Statutory Auditors

1.70
2.21
0.76
1.69

1.23
1.00
0.26
0.93

Rs. in Lacs

Particulars Year ended
 31.03.07

Period ended
31.03.06

Small-scale industrial undertakings more than 30 days
Micro, Small, and Medium Industries more than 45 days

Nil
Nil

Nil
Nil

Rs. in Lacs

Particulars
Year ended

 31.03.07
Period ended

31.03.06

Deferred Tax Liability comprises of

Difference between WDV of Assets as per Books and Income Tax 36.33 241.67

Rs. in Lacs

Description of Transactions Year ended
 31.03.07

Period ended
31.03.06

i) (c) Industrial Investment Trust Limited

1) Inter corporate Borrowings

    Outstanding as at the end of the year

2) Inter corporate Loan

    Outstanding as at the end of the year

3) Interest Paid

4) Interest Received

ii) (c) Super Star Export Pvt. Limited

Issue of Equity Shares

153.00

Nil

50.50

50.50

40.84

0.50

250.00

250.00

250.00

Nil

Nil

0.76

Nil

Nil

Rs. in lacs
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SCHEDULE FORMING PART OF THE ACCOUNTS For the year ended March 31, 2007

Estimated amount of contracts remaining to be executed on capital and

not provided

Contingent Liabilities

a) Claims against the company not acknowledged as debts

b) Bank Guarantees

c) Income tax demands contested in Appeal before ITAT

d) Sales Tax demands contested in Appeals

CIF Value of Imports

Capital Goods

Expenditure in foreign currency  (on cash basis)

Expenditure on foreign staff

Foreign Travel

Books & Material

Earnings in foreign exchange

Sale of software and services

Training

Directors Remuneration

Mr. N R Ganti

Chairman and Managing Director

Salaries

Benefits

Mr. Brij Kumar Tanka

Ex-Director  (ceased to be Managing Director since 30.11.05)

Salaries & benefits

Total expensed to Profit & Loss Account

Amounts included in Intangible in Progress

Total Director’s Remuneration

Number of Equity shares used in computing Earnings per share

Basic

Diluted

13. Other Notes

Particulars

NIL

15.85

54.71

9.26

17.14

NIL

NIL

16.40

NIL

126.56

NIL

22.50

0.02

NIL

22.52

7.50

30.02

21,770,000

23,121,000

7.01

12.18

68.89

9.26

Nil

NIL

18.32

31.66

24.24

103.55

9.67

10.55

0.02

35.07

45.64

10.00

55.64

17,770,000

28,121,000

1

2

3

4

5

6
a)

b)

7

 For the year ended
March 31,2007

 For the period ended
March 31,2006

Rs. in lacs
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SCHEDULE FORMING PART OF THE ACCOUNTS For the year ended March 31, 2007

Particulars

Segment Results

Primary Segment (By Business Segment)

Segment Revenue

a. Software Development & Services

b. Education & Training

c. E-Governance

Total

Less Inter Segment Sales

Net Sales

Segment Results

Profit/(Loss) before Exceptional Items, Tax and Interest

from each segment

a. Software Development & Services

b. Education & Training

c. E-Governance

Total

Less:

i. Interest

ii. Other un-allocable expenses

Total Profit/(Loss) before Exceptional Items

Segment Results

Profit/(Loss) after Exceptional Items, Tax and Interest from each segment

a. Software Development & Services

b. Education & Training

c. E-Governance

Total

Less:

i. Interest

ii. Other un-allocable expenses

iii. Prior period and extra-ordinary items

Total Profit/(Loss) after Exceptional Items

Capital Employed

a. Software Development & Services

b. Education & Training

c. E-Governance

d. Others

Total Capital Employed

Secondary Segment (By Geographical Segment)

Segment Revenue

Geographical Location

India

Rest of the World

966.48

1530.29

1695.11

4191.88

-

4191.88

70.2

279.51

331.16

680.87

66.33

383.03

231.51

70.20

279.51

331.16

680.87

66.33

383.03

(956.76)

1188.27

223.24

340.87

599.38

-

1163.49

4065.32

126.56

529.80

1543.19

946.77

3019.76

-

3019.76

(51.07)

360.70

82.98

392.61

74.38

292.00

26.23

(2545.79)

185.58

79.51

(2280.70)

-

437.41

-

(2792.49)

1443.22

516.12

405.85

-

2365.19

2916.21

684.89

8

A
i

ii

iii.

iv

B

 For the year ended
March 31,2007

 For the period ended
March 31,2006

Rs. in lacs
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CASH FLOW STATEMENT For the year ended March 31, 2007

Cash flow from Operating Activities

Profit before tax and exceptional items

Adjustments for :

Depreciation

Interest

Exchange Fluctuations

(Profit)/ Loss on sale of Assets

Operating Profit before working capital changes

Adjustments for :

Working Capital Loan

Trade and Other Receivables

Provision related to employees

Inventories

Trade and Other Payables

Cash Generated from Operations

Interest paid on working capital

Interest Received

Finance Charges

Exchange Fluctuations

Direct Taxes Paid net of refund

Cash Generated from Operations before

exceptional items

Adjustments for exceptional items

Expenditure relating to earlier years

Arrears - Employee related provisions

Provision for Doubtful debts

Bad debts written off

Inventories written off

Advances written off/ Written back

Profit and Loss on Fixed assets

Net Cash from Operating Activities (A)

Cash from Investing Activities

Purchase/ Acquisition of Fixed Assets

Redemption of Investments

Investments in Subsidiaries

Sale of Fixed Assets

Net cash used in investing activities (B)

183.04

59.00

(1.60)

(1,317.26)

(301.31)

(854.30)

20.59

(17.59)

419.35

(17.12)

(16.90)

                    -

                    -

(131.04)

(17.66)

                    -

(4.32)

                    -

                    -

                    -

1,317.26

(427.22)

                    -

(1,788.14)

2,027.78

A

B

231.51

(1,076.83)

(845.32)

           (733.25)

(1,578.57)

(165.06)

(1,743.63)

1,295.28

(448.35)

(187.58)

           173.27

             74.38

            (25.38)

             24.59

          (223.09)

          (251.82)

                  -

            (11.58)

           428.28

            (52.16)

            (10.54)

              (7.28)

             25.38

            (55.12)

              (4.45)

          (145.42)

       (1,004.51)

          (183.63)

              (9.80)

            (22.28)

-

          (703.01)

               0.05

          (418.44)

             14.38

           26.23

         246.86

         273.09

          (58.21)

         214.88

          (99.72)

         115.16

      (1,370.09)

      (1,254.93)

      (1,107.02)

Rs. in lacs
 For the year ended

March 31,2007
 For the period ended

March 31,2006
Particulars
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CASH FLOW STATEMENT For the year ended March 31, 2007

Note:
1. Figures in brackets represents outflows
2. Working capital interest is classified under operating activities. Other borowings and interest are treated as

financing activities.
3. Previous year and Current year figures are not comparable
4. Previous year figures have been regrouped/restated wherever necessary

vide our report of even date
For Maharaj N R Suresh & Co.
Chartered Accountants

 K.V. Sai Prasad
 G M Finance & Accounts

 N. R. Ganti
 Chairman & Managing Director

D. Ravichander Babu
Director

Korepu Mallesham
Company Secretary

N. R. Suresh
Partner

M.No. 200/21661

Place  : Hyderabad
Dated : 29 06 2007

 For  and  on behalf  of the Board of Directors

Rs. in lacs

Cash from financing activities
Proceeds from Issue of Share Capital / Share warrants
Proceeds from Borrowings (net)
Interest received
Interest Paid on  Borrowings
Net cash used in financing activities (C)

Net increase in cash and cash equivalents (A+B+C)

Cash and Cash equivalents at the beginning
Cash and Cash equivalents at the end

C

1,107.38

471.45

55.24
526.69

2,082.02
297.18

10.54
(14.18)

       2,375.56

           13.61

           41.64
           55.24

 For the year ended
March 31,2007

 For the period ended
March 31,2006

1,440.14
307.78

16.90
(41.88)

Particulars
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Balance Sheet Abstract and Company’s General Business Profile
Information required as per Part IV of Schedule VI of the Companies Act, 1956.

Registration Details

Registration No.

Balance Sheet Date

Capital raised during the year (Amount in Rupees Thousands)

Public Issue

Bonus Shares

Position of Mobilisation and Deployment of Funds (Amount in Rupes Thousands)

Total Liabilities

Sources of Funds

Paid-up Capital

Secured Loans

Share Warrants

Application of Funds

Net Fixed Assets

Net Current Assets

Accumulated Losses

Performance of Company (Amounbt in rupees Thousands)

Turnover

Profit/(Loss) before Tax

Earning per share (Rs.)

Generic names of Three principal Products/Services of Company (As per monetary terms)

Product Description                         Item Code No. (ITC Code)

Computer Education

Software Exports

I.

II.

III.

IV.

V

State Code

Right Issue

Private Placement

Total Assets

Reserves & Surplus

Unsecured Loans

Defered Tax

 Investments

 Misc.Expenditure

Total Expenditure

Profit/(Loss) after Tax

Dividend rate (%)

01-48874

31.03.2007

NIL

NIL

481,264.97

217,742.19

7,155.43

2,200.00

53,541.82

184,430.90

NIL

429,864.32

118,826.76

1.06

Nil

Nil

01

NIL

       40,000.00

481,264.97

      250,533.85

-

3,633.50

189,174.83

-

406,713.37

138,095.79

-

vide our report of even date
For Maharaj N R Suresh & Co.
Chartered Accountants

 K.V. Sai Prasad
 G M Finance & Accounts

 N. R. Ganti
 Chairman & Managing Director

D. Ravichander Babu
Director

Korepu Mallesham
Company Secretary

N. R. Suresh
Partner

M.No. 200/21661

Place  : Hyderabad
Dated : 29 06 2007

For  and  on behalf  of the Board of Directors
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SECTION 212

STATEMENT PURSUANT TO SECTION 212 OF THE COMPANIES ACT, 1956
RELATING TO SUBSIDIARY COMPANIES.

vide our report of even date
For Maharaj N R Suresh & Co.
Chartered Accountants

 K.V. Sai Prasad
 G M Finance & Accounts

 N. R. Ganti
 Chairman & Managing Director

D. Ravichander Babu
Director

Korepu Mallesham
Company Secretary

N. R. Suresh
Partner

M.No. 200/21661

Place  : Hyderabad
Dated : 29 06 2007

 For  and  on behalf  of the Board of Directors

Sl No Name of Subsidiary International SQL Star
Pte. Ltd., Singapore

SQL Star International
Inc., USA

1

2

3

4

Financial Year of the Subsidiary

Share of the Subsidiary held by SQL Star International Ltd. On
the above date.

a.Number of Shares and face value

b.Extent of Holding

Net aggregate amount of Profit/(Loss) of the subsidiary so for
they concern the members of SQL Star International Ltd
a. Dealt within the accounts of SQL Star International Ltd for

the year ended 31st December, 2006
b. Not dealt within the accounts of SQL Star International Ltd

for the year ended 31st December, 2006.

Net aggregate amount of Profit/(Loss) for previous financial
year of the Subsidiary since it became Subsidiary so for as
they concern members of SQL Star International Ltd.
a. Dealt within the accounts of SQL Star

International Ltd for the year ended 31st

December, 2006
b. Not dealt within the accounts of SQL Star

International Ltd for the year ended 31st

December, 2006

31st December, 2006

645,000 Equity Shares of S$ 1
each fully paid-up

100%

Nil

S$ 90,795/-

Nil

(S$ 45,331/-)

31st December, 2006

363,000,000 Equity Shares of
US $ 0.01 each fully paid-up

100%

Nil

US $ 1,226,904/-

Nil

(US$ 794,408/-)
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AUDITORS REPORT
ON CONSOLIDATED FINANCIAL STATEMENTS

To
The Board of Directors of
SQL Star International Limited

1. We have audited the attached Consolidated Balance Sheet of
SQL Star International Limited “ the company” and its
subsidiaries (collectively referred as the “SQL Group”) as at
31st March 2007, the Consolidated Profit and Loss Account
and the Consolidated Cash Flow Statement for the year ended
on that date annexed thereto. These financial statements are
the responsibility of the Company’s management and have
been prepared on the basis of separate financial statements
and other financial information regarding components. Our
responsibility is to express an opinion on these financial
statements based on our audit.

2. We conducted our audit in accordance with the 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 of
material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing
the accounting principles used and significant estimated
made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

3. We did not audit the financial statements of the subsidiaries.
The financial statements and other financial information of
the subsidiaries have been subject to audit by other auditors
as under:

We have relied on the respective audit reports that have been
furnished to us and our opinion is based solely on the report
of other auditors.

Further, the consolidated financial statements include
transactions of the wholly owned US and Singapore
subsidiaries for the three months period ended 31st March
2007 which has not been audited by other auditors and are
accepted based on the management certification of
transactions

For Maharaj N. R. Suresh & Co.

Chartered Accountants

N.R. Suresh
Partner

M. No. 200/21661
Place : Hyderabad
Date : 29th June, 2007

4. We report that the consolidated financial statements have
been prepared by the Company’s management in
accordance with the requirement of Accounting Standard
(AS 21) issued by the Institute of Chartered Accountants of
India.

5. Subject to the matter referred in paragraphs 3 & 4 above,
based on our audit and consideration of reports of other
auditors on separate financial statements and on the other
financial information of the components, and to the best
of our information and according to the explanations given
to us, we are of the opinion that the attached consolidated
financial statements give a true and fair view in conformity
with the accounting principles generally accepted in India

(a) in the case of Consolidated Balance Sheet of the state
of affairs of SQL group as at 31st March 2007

(b) in the case of the Profit and Loss Account, of the PROFIT
for the period ended on that date; and

(c) in the case of the Cash Flow Statement, of the cash
flows for the period ended on that date.

Sl No Name of the subsidiary Status Audited upto

1)

2)
3)

SQL Star International Inc., USA

SQL Star International Pte Ltd., Singapore
SRP Consulting Pty Ltd., Australia

Wholly-owned subsidiary

Wholly-owned subsidiary
Wholly-owned subsidiary

of US subsidiary

31/12/2006

31/12/2006
31/03/2007
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Schedule A to H and notes in schedule O form part of this Balance Sheet.

vide our report of even date
For Maharaj N.R. Suresh & Co.
Chartered Accountants

 K.V. Sai Prasad
 G M Finance & Accounts

 N. R. Ganti
 Chairman & Managing Director

D. Ravichander Babu
Director

Korepu Mallesham
Company Secretary

N. R. Suresh
Partner

M.No. 200/21661

Place  : Hyderabad
Dated : 29 06 2007

 For  and  on behalf  of the Board of Directors

CONSOLIDATED  BALANCE SHEET AS AT MARCH 31, 2007

SOURCES OF FUNDS
Share Holder’s

Share Capital
Share Warrant  (Refer Notes to Accounts, Sr. No. 1)
Reserves & Surplus

Loan Funds
Secured Loans
Unsecured Loans

Deferred Tax
Restatement on Consolidation
Total
APPLICATION OF FUNDS
Fixed Assets

Gross Block
Less: Depreciation
Net Block
Capital Work in Progress
Total

Investments
Current Assets, Loans & Advances

Inventories
Sundry Debtors
Cash & Bank Balances
Loans & Advances
Total

Less: Current Liabilities & Provisions
Current Liabilities
Provisions

Net Current assets
Profit & Loss Account
Foreign Currency Translation Reserve
Total

 SCHEDULE

 A

 B

 C
 D

E

 F
 G

 H

217,742,185.00
2,200,000.00

394,740,339.07
614,682,524.07

7,155,431.29
-

3,633,504.00
100,226,730.69
725,698,190.05

138,933,530.77
35,186,401.46

103,747,129.30
60,151,425.64

163,898,554.94
-

6,041,577.11
226,104,889.47
216,401,404.71
126,666,604.11
575,214,475.40

222,364,614.37
22,031,602.46

244,396,216.83
330,818,258.58
225,487,319.65

5,494,056.89
725,698,190.05

177,727,835.00
38,200,000.00

254,740,339.07
          470,668,174.07

43,063,833.67
25,000,000.00
24,166,629.00

178,836,146.44
           741,734,783.18

256,497,655.43
88,890,885.30

167,606,770.13
25,052,430.44

          192,659,200.57
                          14,547,409.92

4,282,322.57
92,520,986.32
10,204,253.47

129,023,945.96
236,031,508.32

121,659,815.37
19,858,413.00

141,518,228.37
94,513,279.94

439,510,114.20
504,778.55

741,734,783.18

Amount in Rs.

As at March 31, 2007 As at March 31, 2006
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vide our report of even date
For Maharaj N R Suresh & Co.
Chartered Accountants

 K.V. Sai Prasad
 G M Finance & Accounts

 N. R. Ganti
 Chairman & Managing Director

D. Ravichander Babu
Director

Korepu Mallesham
Company Secretary

N. R. Suresh
Partner

M.No. 200/21661

Place  : Hyderabad
Dated : 29 06 2007

 For  and  on behalf  of the Board of Directors

CONSOLIDATED PROFIT AND LOSS ACOUNT
FOR THE YEAR ENDED MARCH 31, 2007

 SCHEDULE

 INCOME
 Sales Of Software and Services
 Training Course
 Others

 Total

 EXPENDITURE
 Direct
 Personnel
 Others
 Finance
 Depreciation

 Total

 Profit before Prior Period / Extraordinary items

 Prior Period Adjustments / Extra ordinary items

 Profit before Taxation
 Provision for

 Current tax
 Deferred tax
 Fringe Benefit tax

 Profit for the year after Taxation
 Tax for previous year
 Balance brought forward
 Balance carried to Balance Sheet

 I

 J
 K
 L
 M

 N

                  522,966,659.56
                  173,803,362.51
                    10,676,645.31
                  707,446,667.38

                  209,063,580.49
                  310,984,248.51
                  119,066,925.14
                    10,118,561.36
                    21,989,149.00
                  671,222,464.50

                    36,224,202.88

                (150,092,295.57)

                  186,316,498.45

                         338,305.41
                  (20,533,125.00)
                      1,264,092.86

                  205,247,225.17
                                        -

                (439,510,114.46)
                (234,262,889.29)

                 205,171,495.94
                 154,939,479.15
                   15,052,422.41
                 375,163,397.50

                 123,738,485.85
                 145,849,997.93
                 111,352,839.93
                     8,278,102.37
                   18,417,040.76
                 407,636,466.84

                 (32,473,069.34)

                 287,730,845.74

               (320,203,915.08)

-
                     2,560,731.00
                     1,249,056.00

               (324,013,702.08)
                      (198,205.18)
               (115,694,617.56)
               (439,510,114.46)

Schedule I to N and notes in schedule O form part of this Profit & Loss Account.

Amount in Rs.

 For the year ended
March 31,2007

(12 Months)

 For the period ended
March 31,2006

(15 Months)
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 SCHEDULES TO CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 2007

 Authorised
 40,000,000 equity shares of Rs. 10/- each
 (40,000,000 equity shares of Rs. 10/- each)

 Issued Capital
 21,770,000 Equity shares of Rs. 10/-  each
 (17,770,000 equity share of Rs. 10/- each)

 Subscribed and paid up Capital
21,770,000 Equity shares of Rs. 10/- each, fully paid up
(17,770,000 Equity shares of Rs.10/- each Fully paid up in cash)
Out of the above 1,545,147 Equity  Share of Rs. 10/- each
fully paid up is by way of bonus shares by way of capitalisation of profit

 Less : Calls in arrears Other than Directors

 Add  :
 Share Application Money
 Call in arrears refundable
 Forfeited Shares
 Total

     400,000,000.00

     177,700,000.00

     177,700,000.00

     177,700,000.00
48,215.00

177,651,785.00

-
1,050.00

75,000.00
177,727,835.00

       400,000,000.00

       217,700,000.00

       217,700,000.00

217,700,000.00
                  33,865.00
                 217,666,135.00

-
                    1,050.00
                  75,000.00

217,742,185.00

A ]   SHARE CAPITAL Amount in Rs.

As at March 31, 2007 As at March 31, 2006Particulars

 D ]   UNSECURED LOANS

 Inter Corporate Loan

 Total

-

-

            25,000,000.00

            25,000,000.00

General Reserve
Capital Reserve (Refer notes to Accounts, Sr. No. 2)

Share Premium Account
Surplus in Profit & Loss Account
Restatement on Consoidation
 Total

 B ]   RESERVES & SURPLUS

          258,516.50
-

    254,481,822.57
   (439,510,114.51)
    178,836,146.44

       (5,933,628.75)

-
    20,000,000.00
  120,000,000.00
  295,303,629.00

-
  435,303,629.00

                258,516.50
           20,000,000.00
         374,481,822.57
       (144,206,485.51)
         100,226,730.69
         350,760,584.25

 As at March
31, 2007

Additions As at March
31, 2006

DeductionsParticulars

-
-
-
-

 78,609,415.75
 78,609,415.75

Notes
1. Secured by Assets created out of respective loans,  in the possesion of the company and ex-employees to be transferred on completion of

From Banks
State Bank of India

Cash Credit
Working Capital Term Loan

Hire Purchase  (Note 1)
From Others
Hire Purchase (Note 1)
Total

 C ]   SECURED LOANS

-
-
-

3,402,918.29

3,752,513.00
7,155,431.29

-
      23,463,853.03

         6,666,672.00
         6,578,923.27

         6,354,385.37
      43,063,833.67

As at March 31, 2007 As at March 31, 2006Particulars
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 G ]  CURRENT ASSETS, LOANS AND ADVANCES

INVENTORIES
Books & Course material
Total

4,282,322.57
4,282,322.57

6,041,577.11
6,041,577.11

SUNDRY DEBTORS
Unsecured

Considered Good
Debts exceeding 6 months
Other Debts
Total

Considered doubtful
Less : Provision

Total

CASH & BANK BALANCES
Cash on hand
Balance with Scheduled Bank

Current Account
Deposit Account (note below)

Balance with Non-Scheduled Bank
Total

        72,737,786.82
        19,783,199.50
        92,520,986.32
      100,882,579.09
      100,882,579.09
        92,520,986.32

             248,890.41

          3,579,004.03
          1,697,966.00
          4,678,393.04
        10,204,253.48

           12,029,453.48
         214,075,435.99
         226,104,889.47
                431,839.00
                431,839.00
         226,104,889.47

             1,078,517.51

           15,646,023.32
           35,952,714.00
         163,724,149.88
         216,401,404.71

Note : Includes Rs. 62.53 lacs (Rs. 14.55 lacs) held as margin money for Bank guarantees issued.

LOANS & ADVANCES
Unsecured and considered good
Advance recoverable in cash or in kind for which value to be received
Security deposits
Income Tax Refundable
Advance Income Tax
SQL ESOP Trust
Total

33,309,362.67
83,456,351.03

926,464.00
6,471,808.61
4,859,959.65

129,023,945.96

19,999,084.77
        82,455,434.82

 805,104.00
 18,547,020.87

4,859,959.65
126,666,604.11

SCHEDULES TO CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 2007

 F ]   INVESTMENTS

             14,547,410
             14,547,410

Amount in Rs.

As at March 31, 2007 As at March 31, 2007

Investments - Short term Unquoted
Equity Securities at fair market value

Total
-
-

Particulars
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SCHEDULES TO CONSOLIDATED PROFIT & LOSS ACOUNT
FOR THE YEAR ENDED 31st MARCH, 2007

SCHEDULES TO CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 2007

 I ]   OTHER INCOME

             1,690,057.13

                160,405.13

             8,826,183.05

           10,676,645.31

          1,054,200.08

          2,537,686.08

        11,460,536.25

        15,052,422.41

Interest on Deposit
(Tax Deducted at source Rs. 296507/- (Previous year Rs. 220194/-  )
Foreign Exchange Fluctuation

Miscellaneous Income
(Tax Deducted at source Rs. 1322742/- (Previous year Rs.  2089309  )
Total

 For the year ended
March 31,2007

(12 Months)

 For the period ended
March 31,2006

(15 Months)

As at March 31, 2007 As at March 31, 2006

Amount in Rs. H ]   CURRENT LIABILITIES AND PROVISIONS

CURRENT LIABILITIES
Sundry Creditors
Deposits
Other Liabilities
Investor Education Protection Fund shall be credited by the
following amounts namely
Unclaimed Dividend (Previous Year Rs. Nil)
Notes Payable
Interest accrued but not due
Advances from Customers
Amount due to Holding
Total

        51,317,874.42
          8,943,957.78
        47,140,318.64

                 9,655.17
        12,927,382.37
               76,497.00
          1,244,130.00

-
      121,659,815.38

           62,013,338.51
                              -

         107,314,366.59

                    9,655.17
           51,454,781.36

                              -
             1,572,473.00

-
         222,364,614.37

Particulars

PROVISIONS
Taxation
Gratuity
Leave Encashment
Total
Grand Total

                225,392.86
             5,755,287.00
           16,050,922.60
           22,031,602.46
         244,396,216.83

             111,618.00
          6,689,317.00
        13,057,478.00
        19,858,413.00
      141,518,228.38

Amount in Rs.

K ]  PERSONNEL EXPENSES
Salaries, Wages & Bonus
Contribution to Provident and Other funds
Staff Welfare
Staff Recruitment and Training
Total

302,550,406.04
5,650,858.91
1,155,531.58
1,627,451.98

310,984,248.51

137,198,930.63
6,158,981.15
1,493,998.10

998,088.06
145,849,997.94

J ]  DIRECT EXPENSES
Expenditure on Foreign Staff
Computer Hire Charges & Consumables
Books, Course material & Others
Royalty
Outsourcing and Consultants
Service Tax
Software Purchases
Total

-
      648,739.65

             20,300,887.07
        4,787,114.09

          147,868,913.75
           17,085,422.69

        18,372,503.24
209,063,580.49

         1,832,641.80
         2,408,059.01
      22,698,483.76
         1,760,821.25

79,271,834.03
      13,777,234.00
         1,989,412.00

1,23,738,485.85
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SCHEDULES TO CONSOLIDATED PROFIT & LOSS ACOUNT
FOR THE YEAR ENDED MARCH 31, 2007

L ]  OTHER

Rents
Power and fuel
Rates and Taxes
Insurance
Repairs & Maintenance

Office
Vehicles
Others

 Lease & Hire Charges
Travel and Conveyance
Communication Expenses
Advertising and Business Promotion
Printing and Stationery
Consultancy Charges
Directors Remuneration
Directors Sitting Fees
General Expenses
Provision for doubtful Debts
Loss on Sale of assets
Provision for Doubtful Debts reversed

SQL Star International Inc - USA
Other Debtors

Bad debts written off
Provision for Dimunition of Investments in Subsidiaries reversed
Dimunition of Investments in UK Subsidiary written off
 Provision for Bad and Doubtful assets
Audit fees and expenses
AGM Expenses
Registrars Expenses
Membership & Subscription
Books & Periodicals
Amortization
Total

        20,679,621.79
          8,738,512.64
          4,703,998.78
          2,155,121.86

          7,118,345.33
          2,705,035.23
          2,599,469.27
             290,643.50
        17,209,361.19
          6,586,721.12
          3,091,344.23
          2,094,608.73
          3,624,578.27
          3,948,963.00
             155,000.00
        11,557,473.46
          4,788,495.46
         2,458,581.73

-
-
-
-
-
-
-

          3,381,841.48
          1,286,774.18
             348,886.00
               79,968.50

-
      111,352,839.93

           29,396,073.48
             8,292,614.28
             2,021,026.27
             6,850,164.39

           11,685,141.81
             1,878,523.51
             2,888,477.47
                282,571.04
           19,727,369.21
             6,723,919.29
             6,539,143.54
             1,657,896.54
             4,255,571.09
             2,256,157.20
                147,500.00
             7,513,759.72
                  73,502.48

                              -

         (66,768,263.84)
         (33,682,476.25)
         100,450,740.09

         (18,360,372.75)
           18,360,372.75
                431,839.00
                730,613.42
                920,451.15
                389,034.59
             2,718,021.94
                  59,641.48
             2,059,751.27

119,066,925.14

M ]  FINANCIAL EXPENSES
Interest
Term Loans
Cash credit
Hire Purchases & Lease
Others
Finance Charges
Total

          1,710,673.82
          3,554,922.85
             883,284.68
          1,376,321.82
             752,899.20
          8,278,102.37

                259,484.94
             1,528,813.58
                964,249.65
             6,603,013.03
                763,000.15
           10,118,561.36

 For the year ended
March 31,2007

(12 Months)

 For the period ended
March 31,2006

(15 Months)

Amount in Rs.

Particulars
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Amount in Rs.

SCHEDULES TO CONSOLIDATED PROFIT & LOSS ACOUNT
FOR THE YEAR ENDED MARCH 31, 2007

N ]  PRIOR PERIOD / EXTRAORDINARY ITEMS

Capital Work in Progress written off
Provision for Diminution in value of Investments in Subsidiaries
        SQL Star International Inc - USA
        SQL Star International Ltd. - UK
Obsolete Inventories written off
Provision of Doubtful Debts
        SQL Star International Inc - USA
        Other Debtors
Receivables written off
Advances written off
Profit on Sale of Investments
Arrears - Employee related provisions
Arrears of Rent & Maintenance
Profit on Sale of Fixed Assets
Assets Discarded
Amounts payable waived
Total

         9,144,094.47

    116,412,300.00
      18,360,372.75

            979,822.69

      66,768,263.84
      33,682,476.25
      24,222,279.84

         2,227,720.63
            922,732.79
      14,542,124.25

            468,658.23
-
-
-

    287,730,845.74

-

-
-
-

-
-
-
-

(54,416,487.09)
                             -

1,765,969.50
(131,726,286.72)

         37,965,394.95
  (3,680,886.07)

(150,092,295.43 )

 For the year ended
March 31,2007

(12 Months)

 For the period ended
March 31,2006

(15 Months)Particulars
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SCHEDULE FORMING PART OF THE CONSOLIDATED ACCOUNTS
FOR THE YEAR ENDED MARCH 31, 2007.

NOTES TO ACCOUNTS - [ SCHEDULE O ]

I ] Significant Accounting Policies

 1. Basis of Preparation
The financial statements are prepared under the historical cost convention in accordance with generally accepted accounting
principles and applicable accounting standards.

Use of estimates

The preparation of financial statements requires the management of the Company to make estimates and assumptions that
affect the reported balances of assets and liabilities and disclosures relating to the contingent liabilities as at the date of
financial statements and reported amounts of income and expenses during the year. Example of such estimates include
provision for doubtful debts, provision for income taxes, accounting for contract costs expected to be incurred to complete
software development and the useful lives of fixed assets.

 2. Inventories
Stock of Course ware is valued at cost, which is the purchase price.

 3. Fixed Assets
Fixed Assets are stated at cost less depreciation. Cost of acquisition is inclusive of freight, duties, installation expenses net
of VAT credit , if any.

 4. Depreciation
Depreciation is provided on Straight Line method at the rates specified in Schedule XIV to the Companies Act, 1956 other
than the following

 5. Revenue and Expenditure recognition
Revenue is recognized and expenditure is accounted for on their accrual other than the following

a) Software and Services
Revenue from software development on fixed- price, fixed time frame contracts, where there is no uncertainty as to
measurement or collectibility of consideration is recognized as a percentage of completion method. On time and
materials contracts, revenue is recognised as the related services are rendered. Revenue is recognised based on the
terms of contracts and passing of title. Annual Support Services are recognised proportionately over the period in
which services are rendered.

a) Assets acquired for E governance Project

      i) Chandigarh

      ii) Madhya Pradesh

b) Software

      i) acquired prior to 01.01.2005

      ii) acquired after 01.01.2005

c) Assets at Leased Premises

d) Assets held by subsidiaries

     i) Singapore

    ii) United States of America

    iii) Australia

Agreement Period

Schedule XIV rates

Schedule XIV rates

5 years
Schedule XIV rates, since Leases are generally
renewed.WDV of the asset is written off in the year in
which lease is not renewed / cancelled.

Straightline Method over estimated useful lives
Furniture, fixtures & fittings : 5 years
Office Equipment : 3 to  5 years
Straight Line Method over useful lives.

Diminishing value method over useful lives
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b) Training and Education Services
Corporate
Revenue is recognised as per the contract terms with the customers.

Others
Revenue is recognised based on services rendered and payment received

c) e-Governance
i. Sampark and Jan Sampark Projects

Revenue is recognised based on services rendered.

ii. Madhya Pradesh State Agricultural Marketing Board (Mandi) Project
a) SQL Region

Revenue is recognised based on services rendered and billable on approval by Mandi Board.

b) Outsourced Regions
Revenue is recognised based on services rendered, claims received from Outsourced Agent and billable
on approval by Mandi Board.

d) Trading
Revenue is recognised on sale of products

e) Interest, Rental
Recognised on accrual

f) Commission
Recognized on accrual subject to confirmation

 6. Foreign Currency Transactions
Transactions in foreign exchange are initially recognised at the rates prevailing on the dates of transactions. Exchange
difference arising out of restatement of foreign currency liabilities incurred for acquisition of fixed assets are translated
prevailing on the last working day of the accounting year is adjusted to the cost of fixed assets.

Premium or discount arising at the inception of forward contract is amortized as income or expense over the life of the
contract. Exchange difference on such contracts is recognised in the reporting period in which exchange rates change.

All monetary assets and liabilities are restated at each Balance Sheet date using the closing rate. Resultant exchange
difference is recognized as income or expense in that period.

 7. Investments
Long-term investments are stated at cost. Dimunition is provided for decline in the carrying cost of long-term investments,
if the decline is other than temporary.

 8. Employee Retirement Benefits
Contributions payable by the Company under defined contribution schemes towards Provident fund and Employees State
Insurance for the year are charged to profit and loss account.

Provision for Gratuity as at 31st March 2007 is made in accordance with the Payment of Gratuity Act, 1972.

Provision for Leave Encashment is made on the basis of actual leave at credit of the employees as at year-end date.

SCHEDULE FORMING PART OF THE CONSOLIDATED ACCOUNTS
FOR THE YEAR ENDED MARCH 31, 2007.
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 9. Segment Reporting
The company has recognized the following business segments as Primary Segments

Software & Professional Support Services
Education and Training
e-Governance

Accordingly segment reports have been disclosed under Sl No. 13 (8) Other Notes

 10. Lease
Finance Leases are accounted in accordance with AS 19

 11. Taxes on Income
Current tax is the amount of tax payable on the taxable income for the year as determined in accordance with the provisions
of Income Tax Act 1961.
Deferred tax is recognised, on timing differences, being the difference between taxable income and accounting income that
originate in one period and are capable of reversal in one or more subsequent periods.

Deferred tax assets in respect of unabsorbed depreciation and carry forward of losses are recognised if there is virtual
certainty that there will be sufficient future taxable income available to realise such losses.

 12. Impairment of Assets
Impairment loss, if any, is provided to the extent, the carrying amount of assets exceeds their recoverable amount.

 13. Provisions
A provision is recognised when there is a present obligation as a result of a past event, it is probable that an outflow of
resources will be required to settle the obligation and in respect of which reliable estimate can be made.  Provision is not
discounted to its present value and is determined based on the best estimate required to settle the obligation at the year-end
date.  These are reviewed at each year-end date and adjusted to reflect the best current estimate.

II ]   Notes on accounts

1. Share Capital and Share Warrants
In the year 2005-06, Company allotted 9,550,000 Share Warrants @ Rs. 40/- per warrant on Preferential basis as per SEBI
Guidelines. These warrants are convertible at the option of the holders at any time before the expiry of 18 months from its
allotment into 1 fully paid equity share of Rs. 10/- each at a premium of Rs. 30/- per warrant any time between February to
November 2007 against which 10% of the value has been received as at 31st March 2006.

4,000,000 Equity Shares of Rs.10/- each for cash at premium of Rs.30/- per share are allotted during the year on receipt of full
subscription and exercise of options by the warrant holders.

5,000,000 Warrants are forfeited for failure on receipt of balance subscription and exercise of option before the due dates.
Accordingly, the upfront subscription on allotment of warrants is forfeited and credited to Capital Reserve

550,000 Warrants are pending conversion for which payment of subscription and exercise of option for conversion is
available till June 2007.

2. Capital Reserve
Represents amounts forfeited due to non subscription of Share Warrants on due dates

3. ESOP Scheme
The shareholders have approved in November 2005, scheme titled “SQL ESOP 2005”, which provides for issue of options to
subscribe to equity shares not exceeding 801,000 shares constituting 5% of the Paid up Capital of the Company to
permanent employees of the Company subject to such conditions the Board may determine.

SCHEDULE FORMING PART OF THE CONSOLIDATED ACCOUNTS
FOR THE YEAR ENDED MARCH 31, 2007.
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Under the plan, Company granted 750,000 Employee Stock Options to 37 Employees pursuant to the resolution passed at
the Extra-Ordinary General Meeting of the Company held on 30th November 2005.

Out of the options granted, 507,500 options were lapsed due to resignation of the employees and they are available for
further award under the Scheme. 242,500 options are in force as on 31.03.2007.

SQL ESOP Trust holds 159,980 Equity Shares as on 31.03.2007 that were allotted under the ESOP Plan in December 1998 for
and on behalf of the eligible employees and will be offered to the Employees as per the terms and conditions of the ESOP
Scheme-2005. The total options available for grant is 558,500 as on 31.03.2007.

4. Sundry Debtors include
Unbilled Revenue amounting to Rs.417.08 lacs (Previous Year Rs.58.99 lacs) billable on approval by Mandi Board as at
31.03.2007, out of which, Rs.333.37 lacs (Previous Year Rs.37.57 lacs) have been billed subsequently.

5. Investment in subsidiaries

a) During the period, the company has invested the following sums in the Equity Shares of the wholly owned subsidiaries

b) SQL Star International Limited, UK is wound up as per order of Companies House, UK dated 16th January 2007. Provision
made for diminution in value of Investments in the previous year is reversed and the Investments is written off to the
Profit and Loss Account.

6. Fixed Assets
a) In accordance with Accounting Standards, Written Down Value of Fixed Assets identified as obsolete/ unusable/ damaged,

aggregating to Rs 379.65 lakhs is charged to Profit and Loss account as “Assets Discarded “ under Extraordinary/
Exceptional Items

b) Intangibles in Progress includes :

7. Leases

SCHEDULE FORMING PART OF THE CONSOLIDATED ACCOUNTS
FOR THE YEAR ENDED MARCH 31, 2007.

Name of the Subsidiary No of Equity Shares applied and
allotted

Amount Amount
Rs. in Lacs

SQL Star International Inc., USA

International SQL Star Pte Ltd, Singapore

390,000,000 Equity shares of 1 cent each

195,000 Equity Shares of  S$ 1 each

US $ 3,900,000

S$ 195,000

1,719.30

55.79

Particulars Year ended
 31.03.07

Period ended
31.03.06

Due within one year

Due later than one year and not later than five years

Due later than five years

30.79

17.96

NIL

30.79

48.75

NIL

Rs. in Lacs

Year ended
 31.03.07

Period ended
31.03.06

a) Brand Building for US Subsidiary

b) Intranet

c) Internal Procedures

290.84

13.43

297.24

103.12

9.59

115.16

Rs. in Lacs

Particulars

a
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8. Dues to Small-scale industrial undertakings and Micro, Small, and Medium Industries (to the extent of information
available with the company) is Rs. Nil

9. Current period figures are not comparable with previous year figures since previous accounting period is 15 Months.

10. No provision for current tax is made, there being no taxable income both under normal computation and Section 115 JB of
the Income Tax Act, in view of brought forward allowances and losses available for set off

11. Deferred Tax liability of Rs.205.33 lacs, on account of difference in depreciation as per books and Income tax, created in
earlier years is credited to Profit and Loss Account, consequent to sale of Buildings, Furniture & Fixtures.

 12. Related Party Disclosures

(a) List of Related Parties where control exists: None

(b) Transaction between Related Parties:
i) a) Name of the transacting Related Parties : Industrial Investment Trust Ltd

b) Description of relationship : Presumption of significant influence
c) Description of Transactions

ii) a) Name of the transacting Related Parties : Super Star Export Pvt. Ltd.,
b) Description of relationship : Presumption of significant influence
c) Description of Transactions :

d). No amount has been written off or written back during the year in respect of debts due from or to related
parties

e). Key Management Personnel : Mr.N.R. Ganti, Chairman and Managing Director
Remuneration vide Note 13 (6)

SCHEDULE FORMING PART OF THE CONSOLIDATED ACCOUNTS
FOR THE YEAR ENDED MARCH 31, 2007.

Rs. in Lacs

Particulars Year ended
 31.03.07

Period ended
31.03.06

Small-scale industrial undertakings more than 30 days
Micro, Small, and Medium Industries more than 45 days

Nil
Nil

Nil
Nil

Particulars
Year ended

 31.03.07
Period ended

31.03.06

Deferred Tax Liability comprises of carry forward losses

Difference between WDV of Assets as per Books and Income Tax

-
36.33

-
241.67

Rs. in Lacs

Description of Transactions
Year ended

 31.03.07
Period ended

31.03.06

i) (c) Industrial Investment Trust Limited

1) Inter corporate Borrowings

    Outstanding as at the end of the year

2) Inter corporate Loan

    Outstanding as at the end of the year

3) Interest Paid

4) Interest Received

ii) (c) Super Star Export Pvt. Limited

Issue of Equity Shares

153.00

Nil

50.50

50.50

40.84

0.50

250.00

250.00

250.00

Nil

Nil

0.76

Nil

Nil

Rs. in Lacs
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SCHEDULE FORMING PART OF THE CONSOLIDATED ACCOUNTS
FOR THE YEAR ENDED MARCH 31, 2007.

13. Other Notes

Particulars

Estimated amount of contracts remaining to be executed on capital and not provided

Contingent Liabilities
a) Claims against the company not acknowledged as debts
b) Bank Guarantees
c) Income tax demands contested in Appeal before ITAT
d) Sales Tax demands contested in Appeals

CIF Value of Imports
Capital Goods

Expenditure in foreign currency  (on cash basis)
Expenditure on foreign staff
Foreign Travel
Books & Material

Earnings in foreign exchange
Sale of software and services
Training

Directors Remuneration
a)   Mr. N.R. Ganti

Chairman and Managing Director
Salaries
Benefits

b)  Mr. Brij Kumar Tanka
Ex-Director  (ceased to be Managing Director since 30.11.05)
Salaries & benefits

Total expensed to Profit & Loss Account

Amounts included in Intangible in Progress

Total Director’s Remuneration

NIL

15.85
54.71

9.26
17.14

NIL

NIL
16.40

NIL

126.56
NIL

22.50
0.02

NIL

22.52

7.50

30.02

7.01

12.18
68.89
9.26

Nil

NIL

18.32
31.66
24.24

103.55
9.67

10.55
0.02

35.07

45.64

10.00

55.64

1

2

3

4

5

6

Rs. in Lacs

 For the year ended
March 31,2007

 For the period ended
March 31,2006
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Particulars

Segment Results
Primary Segment (By Business Segment)
Segment Revenue

a. Software Development & Services
b. Education & Training
c. E-Governance
Total

Less Inter Segment Sales
Net Sales

Segment Results
Profit/(Loss) before Exceptional Items,
Tax and Interest from each segment

a. Software Development & Services
b. Education & Training
c. E-Governance
Total

Less:
i. Interest
ii. Other un-allocable expenses

Total Profit/(Loss) after Exceptional Items

Segment Results
Profit/(Loss) after Exceptional Items,
Tax and Interest from each segment

a. Software Development & Service
b. Education & Training
c. E-Governance
Total

Less:
i. Interest
ii. Other un-allocable expenses
iii. Prior period and extra-ordinary items

Total Profit/(Loss) before Exceptional Items

Capital Employed
a. Software Development & Services
b. Education & Training
c. E-Governance

Total Capital Employed
Secondary Segment (By Geographical Segment)
Segment Revenue
Geographical Location
India
Rest of the World

      3,713.67
      1,530.29
      1,695.11
      6,939.07

 -
      6,939.07

         179.48
         279.51
         331.16
         790.15

         101.19
         329.72
         362.24

         179.48
         279.51
         331.16
         790.15

         101.19
         326.72
    (1,500.92)
      1,863.16

      2,075.11
         340.87
         599.38

      3,015.36

      4,065.32
      2,873.75

  1,104.94
  1,549.39
     946.77
  3,601.10

 -
  3,601.10

    (393.63)
     260.70
       82.98

      (49.95)

       82.78
     192.00

(324.73)

 (3,072.07)
     185.58
       79.51

 (2,806.98)

       82.78
     312.26

 -
 (3,202.02)

  2,108.27
     516.12
     405.85

  3,030.24

  2,916.21
     684.89

8
A
i

ii

iii.

iv

B

 For the year ended
March 31,2007

 For the period ended
March 31,2006

Rs. in Lacs

SCHEDULE FORMING PART OF THE CONSOLIDATED ACCOUNTS
FOR THE YEAR ENDED MARCH 31, 2007.

14. Balance in Non Scheduled Banks includes balances in the following banks

                                     Name of the Bank

United Overseas Bank Limited
Bank of America

Amount in Rupees

156,323,81.00
7,246,501.00

As at 31.03.2007

28,89,868.00
17,90,468.00

As at 31.03.2006
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CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED MARCH 31, 2007

Cash flow from Operating Activities

Profit before tax and exceptional items

Adjustments for :

Depreciation

Financial Expenses

Interest Received

Exchange Fluctuations

Provision for diminution on value of current investments

(Profit)/ Loss on sale of Assets

Operating Profit before working capital changes

Adjustments for :

Working Capital Loans

Provisions

Trade and Other Receivables

Inventories

Trade and Other Payables

Cash Generated from Operations

Interest paid on working capital

Amounts payable waived

Finance Charges

Exchange Fluctuations

Direct Taxes Paid net of refund

Cash Generated from Operations before

exceptional items

Adjustments for exceptional items

Restatement of consolidation

Expenditure relating to earlier years

Assets Discarded

Expenditure relating to earlier years

Arrears - Employee related provisions

Provision for Doubtful debts

Bad debts written off

Profit & Loss on Fixed Assets

Inventories written off

Advances written off/ Written back

Net Cash from Operating Activities (A)

Cash from Investing Activities

Purchase/ Acquisition of Fixed Assets

Investment in Subsdaries

Redemption of Investments

Sale of Fixed Assets

Net cash used in investing activities (B)

         219.89

         101.19

         (16.90)

           (1.60)

               -

     (1,317.26)

        (301.31)

          20.59

     (1,188.41)

         (17.59)

      1,043.86

         (17.88)

               -

           (7.63)

               -

        (123.15)

               -

               -

         (17.66)

               -

           (4.32)

               -

      1,317.26

               -

               -

     (1,034.83)

         145.47

               -

      2,027.18

A

B

362.24

   (1,014.69)

      (652.45)

      (442.86)

   (1,095.30)

      (148.66)

   (1,243.96)

    1,295.28

        51.32

    1,137.83

           184.17

             82.78

            (10.54)

            (25.38)

             47.88

             24.59

          (223.09)

          (944.37)

            (11.58)

           367.53

            (52.66)

              (7.53)

             25.38

            (55.12)

              (4.55)

          (145.42)

          (336.82)

          (242.22)

              (9.80)

            (22.28)

          (703.01)

               0.05

             14.38

         (324.73)

          303.50

          (21.23)

         (811.51)

         (832.74)

          (89.93)

         (922.67)

         (761.09)

      (1,683.76)

(688.58)

Rs. in lacs
 For the year ended

March 31,2007
 For the period ended

March 31,2006Particulars
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CONSOLIDATED CASH FLOW STATEMENTFOR THE YEAR ENDED MARCH 31, 2007

Note:

1 Figures in brackets represents outflows

2 Working Capital interest is classified under operating activities. Other borowings and interest are treated as

financing activities

3 Previous year figures have been regrouped whereever necessary

vide our report of even date

For Maharaj N.R. Suresh & Co.

Chartered Accountants

 K.V. Sai Prasad

 G M Finance & Accounts

 N. R. Ganti

 Chairman & Managing Director

D. Ravichander Babu

Director

Korepu Mallesham

Company Secretary

N. R. Suresh

Partner

M.No. 200/21661

Place  : Hyderabad

Dated : 29 06 2007

 For  and  on behalf  of the Board of Directors

Cash from financing activities

Proceeds from Issue of Share Capital / Share warrants

Proceeds from Borrowings (net)

Interest received

Interest Paid on  Borrowings

Net cash used in financing activities (C)

Net increase in cash and cash equivalents (A+B+C)

Cash and Cash equivalents at the beginning

Cash and Cash equivalents at the end

C

       872.83

    2,061.97

       102.04

    2,164.01

        2,082.02

           297.18

             10.54

            (21.83)

       2,367.91

            (4.43)

          106.48

          102.05

Rs. in lacs

      1,240.14

        (307.78)

          16.90

         (76.44)

 For the year ended
March 31,2007

 For the period ended
March 31,2006Particulars
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RAJ KANAKARAJ
Certified Public Accountant

To

The Board of Directors,

SQL Star International Inc.,

San Diego, California

I have reviewed the accompanying balance sheet of SQL Star International, Inc (A Corporation ) as of December 31,

2006 and the related statements of income and retained earnings and cash flows for the twelve months then ended,

in accordance with Statements on Standards for Accounting and Review Services issued by the American Institute of

Certified Public Accountants.  All information included in these financial statements is the representation of the

management of SQL Star International, Inc

A review consists of principally of Company personnel and analytical procedures applied to financial data.  It is

substantially less in scope than an audit in accordance with generally accepted auditing standards, the objective of

which is the expression of an opinion regarding the financial statements taken as a whole.  Accordingly, I do not

express such an opinion.

Based on my review, I am not aware of any material modifications that should be made to the accompanying financial

statements in order for them to be in conformity with generally accepted accounting principles.

Raj Kanakaraj, CPA

10822 Deschutes Road
Palo Cedro, CA 96073

Tele: (510) 315-1287
Fax: (530) 248-3332

Report by Certified Public Accountant

SQL Star International Inc., USA
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BALANCE SHEET AS AT DECEMBER 31, 2006

ASSETS
CURRENT ASSETS
Cash
Account Receivable – Trade, Net of Provision for

Doubtful Debts of $-0-
Advances and Deposits – Others

Total Current Assets
FIXED ASSETS, At Cost Net Of

Accumulated Depreciation (Note 2)
MARKETABLE SECURITIES, at Fair Value (Note 3)
INTANGIBLE ASSET

Goodwill
Total Assets

LIABILITIES AND STOCKHOLDER’S EQUITY
CURRENT LIABILITIES
Accounts Payables and Accruals
Notes Payable – Short Term (Note 4)
Payable to SQL Star International Ltd, the parent company
Total Current Liabilities

STOCKHOLDER’S EQUITY
Common Stock (Note 5)
Retained Earnings
Total Stockholder’s Equity
Total Liabilities and Stockholder’s Equity

88,367

20,496
56,768

165,631

10,806
324,864

-
501,301

96,754
294,253

1,302,852
1,693,859

1,990,000
(3,182,558)
(1,192,558)

501,301

The accompanying notes are integral part of the financial statements.

SQL Star International Inc., USA

Amount in US $

81,784

873,101
  62,590

1,017,475

  49,741
-

        1,187,500
        2,254,716

327,122
253,370

-
580,370

3,630,000
     (1,955,654)
      1,674,345
     2,254,716

As at
December 31, 2006

As at
December 31, 2005Particulars
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SQL Star International Inc., USA

STATEMENT OF INCOME, EXPENSES AND RETAINED EARNINGS
FOR THE YEAR OF 2006

REVENUES

Consulting Income

OPERATING COSTS AND EXPENSES

Bad Debt Expense

Deprecation and Amortization

Employee Recruiting/Relocating Expenses

Insurance

Legal settlement-Ex-Employees

Legal and Accounting

Marketing Expense

Miscellaneous Expense

Office Expense

Outside Services

Rent

Salaries and Benefits

Services Provided by SQL Star International Ltd.,

(The Parent Company)

Taxes – Payroll and Others

Telephone

Travel Expenses

Utilities

Total Costs and Expenses

Operating Income (Loss) Before Taxes

OTHER INCOME (EXPENSE)

Interest Expense

Investment Loss/Gain

Provision for Taxes

Total Other Income (Expense)

Net Income (Loss)

BEGINNING RETAINED EARNINGS

ENDING RETAINED EARNINGS

621,102

131,707

16,071

-

29,409

141,910

53,961

7,484

79,296

3,645

98,112

33,590

462,209

153,775

50,098

8,852

19,312

-

1,289,431

(668,329)

(16,991)

(108,288)

(800)

(126,079)

(794,408)

(2,388,150)

(3,182,558)

As at
December 31, 2005

The accompanying notes are integral part of these financial statements.

As at
December 31, 2006

  2,538,558

    -

        77,483

        14,923

      108,700

-

        63,836

          2,501

          2,359

        15,140

        59,106

        76,094

   1,904.869

  -

      128,793

          8,078

        41,843

          3,566

   2,507,291

        31,267

       (38,096)

   1,234,533

     -

   1,195,637

    1,226,904

 (3,182,558)

  (1,955,654)

Amount in US $

Particulars
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SQL Star International Inc., USA

STATEMENT OF CASH FLOW  FOR THE YEAR OF 2006

Cash Flows from Operating Activities

Cash Received From Customers

Cash Paid to Suppliers and Employees

Investment Loss

Net Interest Paid

Income Taxes Paid

Net Cash Provided by Operating Activities

Cash Flow from Investing Activities

Fixed Asset Purchases

Addition – Goodwill and Capitalized Cost

Cash Flow Used by Investing Activities

Cash Flows from Flows from Financing Activities

Increase in Note Payable

Increase in Share Capital

Cash Flows Provided by Financing Activiies

Net Increase (Decrease) in Cash

Cash at beginning the period

Cash at end of the period

RECONCILIATION OF NET INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES

Net Income

Adjustments to reconcile net income to net cash

Provided by operating activities:

Depreciation and Amortization

(Increase) Decrease in Accounts Receivable

(Increase) Decrease in Prepayments

(Increase) Decrease in Deposits and Advances

Increase (Decrease) in Accounts Payable

Increase (Decrease) in Inter-Company Payable

Cash Provided by Operating Activities

1,015,529

(1,240,713)

(108,288)

(16,991)

        (800)

(351,263)

(1,455)

108,288

106,833

(52,261)

385,000

332,739

88,309

58

83,367

(794,408)

16,071

394,427

-

27,157

(3,006)

8,496

(351,263)

As at
December 31, 2005

The accompanying notes are integral part of these financial statements.

1,685,953

         (2,205,262)

1,234,533

   (38,096)

        (800)

   676,328

     56,037

         (1,250,000)

         (1,193,963)

   371,052

   140,000

   511,052

      (6,583)

     88,367

     81,784

1,226,904

     77,483

  (852,604)

  0

     (5,822)

   230,367

-

  (676,328)

As at
December 31, 2006

Amount in US $

Particulars
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NOTES TO FINANCIAL STATEMENTS DECEMBER 31, 2006

NOTE1 : SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
This summary of significant accounting policies of SQL Star International, Inc.  (The Company) is presented is
assist in understanding the Company’s financial statements.  The financial statements and notes are
representations of the company’s management, who is responsible for their integrity and objectivity.  These
accounting policies conform to generally accepted accounting principles and have been consistently applied in
the preparation of the financial statements.

Business Activity
The Company is a Delaware corporation organized pursuant to the general corporation laws of the State of
Delaware and is engaged in the business of software development and on-site contracting service.  The
company is a wholly owned subsidiary of SQL Star International, Ltd., a company registered and incorporated
in India.

Basis of Accounting
The Financial Statements have been prepared on the accrual basis of accounting.  Incomes are recognized as
earned and expenses are recognized as incurred.  In preparing these financial statements, the management
uses estimates and assumptions.  Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and expenses.

Investments
The Company classifies its marketable debt and equity securities as available for sale.  Securities classified as
available for sale are carried in the financial statements at fair value.  Realized gains and losses, determined
using the first-in, first-out (FIFO) method, are included in earnings; unrealized holding gains and losses are
reported in other comprehensive income.

Property and Equipment
Property and equipment are stated on the basis of cost Depreciation is computed by the straight-line methods
in amounts sufficient to amortize the costs of the assets over their useful lives.

For federal income tax purposes, depreciation is computed using the accelerated cost recovery system and the
modified accelerated cost recovery system.  Expenditures for maintenance and repairs are charged to expenses
as incurred.

Income Taxes
The Company is liable for federal and state income tax.  Proper provision has been made in the books for the
tax liability.

Note 2 : FIXED ASSETS
Fixed assets as of December 31, 2006 consist of the following:

SQL Star International Inc., USA

23,357

32,680

56,037

(6,296)

49,741

Furniture and Fixtures

Computers

Accumulated Depreciation

Amount in US $
As at

December 31, 2006
As at

December 31, 2005

30,890

69,818

100,708

(89,902)

10,806

Particulars
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NOTE 3 : SHORT TERM NOTES PAYABLE
The short-term notes payable as of December 31, 2006 are:

NOTE 4 : SHAREHOLDER’S EQUITY
The Company’s authorized capital is 500,000,000 common shares at the par value of one cent each.  The
Company’s issued and subscribed capital is 363,000,000 and 199, 000, 000 common shares all of which are
owned by its parent company in India, SQL Star International, Ltd as on 31st December 2006 and 31st December
2005 respectively.

NOTE 5 : COMMITMENTS:
Operating Leases:
The Company leases its operating facilities.  The minimum future lease payments were as follows:

SQL Star International Inc., USA

253,248

253,248

Unsecured loans at 9% per annum from

Different individuals payable on demand.

Amount in US $
As at

December 31, 2006
As at

December 31, 2005

294,253

294,253

Particulars

12,723

50,890

50,890

2006

2007

2008

Amount in US $
As at

December 31, 2006
As at

December 31, 2005

50,890

50,890

50,890

Calendar Year
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The directors present their report to the members together with the audited financial statements for
the year ended 31 December 2006.

Report of the Directors

1. Directors The directors in office at the date of this report are:Nagaraj Ganti

( appointed on 10 October 2006 ) , Ganti Nagabhushan Rao and

Lek Peng Yong.

Neither at the end of nor at any time during the financial year

was the company a party to any arrangement whose object is to

enable the directors of the company  to acquire benefits by means

of the acquisitions of shares or  debentures of the    company or

any other body corporate

None of the director holding office at the end of the financial

year have interests in the share capital of the company as recorded

in the register of directors’ shareholdings.

Since the end of the previous financial year, no director has

received or become entitled to receive a benefit by reason  of a

contract made by the company with the director or with a firm in

which he is a member, or with a company in which he has a

substantial financial interest, except as  disclosed in the financial

statements

During the year, no option to take up un issued shares of the

company has been granted

During the year, no shares have been issued by virtue of the

exercise of an option to take up un issued shares of the company.

 At the end of the year, no unissued shares of the company

have been under option.

P G  Wee  &  Partners have expressed their willingness to accept

re-appointment

2. Arrangements to enable  directors to acquire

shares or debentures

3. Director’s interests in shares or debentures

4. Director’s contractual benefits

5. Option Granted

6. Options exercised

7. Options outstanding

8. Auditors

International SQL Star Pte. Ltd., Singapore

Ganti Nagabhushan Rao

Director

Lek Peng Yong

Director

On behalf of the directors

Singapore, 28 February 2007
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International SQL Star Pte. Ltd., Singapore

In the opinion of the Directors,

a) The accompanying financial statements as set out in the following sections of the finnacial statements:

D Balance Sheet
D    Profit & Loss Acount
D Statement of Changes in Equity
D Cash Flow Statement
D    Notes, comprising a summary of signficant accouting policies and other explanatory notes

are drawn up so as to give a true and fair view of the state of affairs of the company as at 31 December 2006 and of the
results, changes in equity and cash flows for the financial year then ended ; and

b) At the date of this statement, there are reasonable grounds to believe that the company will be able to pay its debts as and
when they fall due.

The Board of Directors has, on the date of this statement, authorized these financial statements for issue.

Statement by Directors

Ganti Nagabhushan Rao

Director

Lek Peng Yong

Director

On behalf of the directors

Singapore, 28 February 2007
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We have audited the financial statements of International SQL Star Pte Ltd as set out on pages 6 to 19 which Comprise the balance
sheet of the company as at 31 December 2006, the profit and loss account, statement of changes in equity and cash flow
statement of the company for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The company’s directors are responsible for the preparation and fair presentation of these financial statements in accordance with
the Provisions of the Singapore Companies Act, Chapter 50 (the Act) and Singapore Financial Reporting Standards.  This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our audit in
accordance with Singapore Standards on Auditing.   Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the   financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material   misstatements of
the financial statements, whether due to fraud or error.  In making those risk assessments; the auditors consider internal control
relevant to the entity’s Preperation and fair Presentation of the financial statements in order to design Audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall presentation of the financial statements.  We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion,

(a) The financial statements of the company are properly drawn up in accordance with the provisions of the Singapore Companies
Act, Chapter 50 (the Act) and Singapore Financial Reporting Standards so as to give a true and fair view of the state of affairs
of the company as at 31 December 2006 and of the results, changes in equity and cash flows of the company for the year
ended on that date, and

(b) The accounting and other records required by the Act to be kept by the company have been property kept in accordance with
the provisions of the Act.

P G Wee & Partners
Certified Public Accountants Singapore
143 Cecil St #07-03/04 GB Building
Singapore 069542
Tel: (65) 6220 8858
Fax (65) 6220 6778
Email:contact@pgonline.sg
http://pgonline.sg/

Independent Auditor’s Report
to the Members
of International SQL Star Pte Ltd.

International SQL Star Pte. Ltd., Singapore

P G WEE & PARTNERS
Certified Public Accountants Singapore.28 February 2007
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International SQL Star Pte. Ltd., Singapore

Ganti Nagabhushan Rao
Director

Lek Peng Yong
Director

On behalf of the directors

Singapore, 28 February 2007

Ganti Nagabhushan Rao
Director

Lek Peng Yong
Director

On behalf of the directors

Singapore, 28 February 2007

BALANCE SHEET  AS AT DECEMBER 31, 2006

Assets
Non-current assets

Plant and equipment
Current assets

Trade and other receivables
Cash and cash equivalents

Total assets

Equity and liabilities
Capital and reserves

Share Capital
Share application monies
Accumulated losses

Current liabilities
Trade and other payables

Total equity and liabilities

 3,331

    285,347
      43,982
    332,660

  400,000
    50,000

 (164,429)
  285,571

 47,089

 332,660

2005 S$

See accompanying notes to the financial statements.

3

4
5

6

7

3,028

743,948
261,168

1,008,144

400,000
245,000

 (73,634)
 571,366

436,778

1,008,144

2006  S$NoteParticulars

Profit and Loss Account  For the year ended December 31, 2006

Revenue
Distribution costs
Administrative expenses
Profit / (loss) for the year

1,213,868
  (990,069)
 (269,130)
   (45,331)

2005 S$

See accompanying notes to the financial statements.

2,310,512
(1,890,494)

(329,223)
        90,795

2006  S$

8

9

10

Particulars Note
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International SQL Star Pte. Ltd., Singapore

Statement of Changes in Equity For the year ended December 31, 2006

See accompanying notes to the financial statements.

Balance as at 31 December 2004
Net movement during the year
Loss for the year
Balance as at 31 December 2005
Net movement during the year
Profit for the year
Balance as at 31 December 2006

  280,902
50,000

 (45,331)
  285,571

195,000
    90,795
 571,366

Total

400,000
-

     -
400,000

   —
    —

400,000

 (119,098)
-

   (45,331)
 (164,429)

-
    90,795

   (73,634)

 Accumulated
losses

Share Capital

-
50,000

-
50,000

195,000
-

245,000

Share Application
Monies

Particulars

S$ S$ S$ S$

Cash Flow Statement For the year ended December 31, 2006

See accompanying notes to the financial statements.

Cash flows from operating activities
Profit/(loss) for the year
Adjustments for:

Bad debts written off – trade
Depreciation of plant and equipment
Doubtful debts

Operating profit/ (loss) before working capital changes
Trade and other receivables
Trade and other payables
Cash used in operations
Cash flows from investing activity
Purchase of plant and equipment
Net cash used in investing activity
Cash flows from financing activity
Advances from holding company
Net cash generated from financing activity
Net cash /(decrease) in cash  and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

2005 S$

90,795

  4,589
-
-

95,384
             (458,600)

389,689
26,473

 (4,287)
                (4,287)

             195,000
             195,000

217,186
   43,982
261,168

2006  S$Note

(45,331)

                 5,800
  6,122

 (4,485)
             (37,894)
             (14,928)
            (170,442)
          (223,264)

 (322)
   (322)

              26,058
              26,058
           (197,528)
            241,510
              43,9825

Particulars

Ganti Nagabhushan Rao
Director

Lek Peng Yong
Director

On behalf of the directors

Singapore, 28 February 2007
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Notes to the Financial Statements

1.Significant Basis of accounting
   Accounting
   Policies The financial statements have been prepared in accordance with the provisions of the Singapore

Companies Act, Chapter 50 (the Act) and the Singapore Financial Reporting Standards (“FRS”).

The financial statements expressed in Singapore dollar are prepared in accordance with the historical cost
convention except as disclosed in the accounting policies below.

The financial statements has been prepared on a going concern basis on the assumption that financial support
will continue to be available from the holding company.

The preparation of financial statements in conformity with FRS requires the use of estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the financial
year.  Although these estimates are based on management’s best knowledge of current events and actions,
actual results my ultimately differ from those estimates.

The accounting policies have been consistently applied by the company.

Financial and presentation currency

Items included in the financial statements of the company are measured using the currency of the primary
economic environment in which the entity operates (“the functional currency”). The financial statements are
presented in Singapore dollar, which is the company’s functional and presentation currency.

Plant and equipment

Plants and equipment are stated at cost less accumulated depreciation and impairment losses.

Depreciation is calculated on the straight line method to write off   the cost of the assets over their estimated
useful lives.  The estimated useful lives have been taken as follows:

Furniture, fixtures and fittings —             5 years
Office equipment —  3 to 5 years.

The residual values are reviewed, and adjusted as appropriate, at each balance sheet date.

Fully depreciated assets are retained in the accounts until they are no longer in use.

On disposal of an item of plant and equipment, the difference between the net disposal proceeds and its
carrying amount is taken to the profit and loss account.

Impairment

The carrying amounts of the company’s assets are reviewed at each balance sheet date to determine whether
there is any indication of impairment.  If any such indication of impairment. If any such indication exists, the
asset’s recoverable amount is estimated.

These notes form an integral part of and should be read in conjunction with the accompanying financial statements.

International SQL Star Pte. Ltd., Singapore
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An impairment loss is recognized whenever the carrying mount of an asset exceeds it recoverable amount.  All
impairment losses are recognized in the profit and loss account.

Trade and other receivables

Trade and other receivables are classified and accounted for as loans and receivables under FRS 39

Trade and other receivables are measured at initial recognition at fair  value, and are subsequently measured at
amortized cost using the effective interest rate method.  Appropriate allowances for estimated irrecoverable
amounts are recognized in the profit and loss account when there is objective evidence that the assets are
impaired.  The allowance recognized is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows discounted at the effective interest rate computed at initial
recognition.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market.  They arise when the company provides money, goods or services directly to a debtor
with no intention of trading the receivable.  They are included in current assets. Except those maturing more
than 12 months after the balance sheet date.  These are classified as non-current assets.

Cash and cash equivalents

This includes cash on hand and deposits with financial institutions.

Trade and other payables

Liabilities for trade and other amounts payable are initially measured at fair   value, and are subsequently
measured at amortized cost, using the effective interest rate method.

Provisions

A provision is recognized when there is a present obligation (legal and constructive) as a result of past event,  it
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation,
and a  reliable estimate can be made of the amount of the obligation.  Provisions are reviewed at each balance
sheet date and adjusted to reflect the current best estimate.

Related party

A related party is defined as one that directly or indirectly, through one or more intermediaries, is under
Common control with the company.

Income tax

The tax expense is determined on the basis of tax effect accounting, using the liability method, and is applied
to all significant temporary differences.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying mounts in the accounts.  The principal temporary differences
arise from depreciation on plant and equipment and equipment and tax losses carried forward.  Tax rates
enacted or substantively enacted at the balance sheet date are used to determine deferred income tax.

Deferred tax assets are recognized to the extent that it is probable that the future taxable profit will be   available
against which the temporary differences can be utilized.

In   accounting for temporary differences, deferred tax assets are not accounted for unless there is reasonable
Expectation of their realization..

International SQL Star Pte. Ltd., Singapore
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Revenue  recognition

Revenue comprises the fair value of the consideration received or receivables for rendering of services, net of
goods and services tax, rebates and discounts.  Revenue from services in is recognized f over the period in
which the services are rendered, by references to completion of the transaction assessed on the basis of the
actual service provided as a proportion of the total services to be performed.

Retirement benefit costs

Contributions to defined contribution retirement benefit plans are recorded as an expense as they fall due.
Contributions made to government managed retirement benefit plan such as the Central Provident Fund
Which specifies the employer’s obligations re dealt with as defined contribution retirement benefit plans.

Operating Leases
Leases of assets in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases.  Payments made under operating leases (net of any incentives received from
the Lessor) are taken to the profit and loss account on a straight-line basis over the period of the lease.

When an operating lease is terminated before the lease period has expired, any payment required to be made
to the Lessor by way of penalty is recognized as an expense in the period in which termination takes place.

Critical judgments, assumptions and estimation uncertainties

There were no key assumptions concerning the future, and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.  The critical judgments made in the process of applying the
company’s counting policies that have the most significant effect on the mounts recognized in the financial
statements are discussed below:

Critical accounting judgments

Allowances for doubtful accounts – An allowance is made for doubtful accounts for estimated losses resulting
from the subsequent inability  of the customers to make required payments.  If the financial conditions of the
customers were to deteriorate, resulting in an impairment of their ability to make payments, additional allowances
may be required in future period.  Management specifically analyses account receivables and analyses historical
bad debt, customer concentrations, customer creditworthiness, current economic trends and changes in
customer payment terms when evaluating the adequacy of the allowance for doubtful accounts.  At the
balance sheet date, the receivables are measured at fair value   and their fair values might change materially
within the next financial year but these changes would not arise from assumptions or other sources of
estimation uncertainty at the balance sheet date.

International SQL Star Pte Ltd is domiciled and incorporated in Singapore. The company’s registered office and
principal place of business is located at 80 Raffles Place # 25-01 UOB   Plaza 1 Singapore 048624.

The principal activity of the company is those of the provision of information Technology services, including
application software and consultancy services.

International SQL Star Pte. Ltd., Singapore
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information
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Related company represents subsidiary of the holding company.

Staff loans represent advances which are unsecured, non-interest bearing and carry no fixed terms of repayment.

The company is as wholly-owned subsidiary of SQL Star International Ltd, a company incorporated in India. SQL Star International

Ltd is also the ultimate holding company.

The amount due represents current account which is unsecured, non-interest bearing and carries no fixed terms of repayment.

Cash in hand
Bank balances

45
261,123
261,168

312
 43,670

5. Cash and Cash Equivalents

2006 2005

Amount in S $

Particulars

Cost at  1.12006
Additions
At 31.12.2006
Depreciation
At 1.1.2006
Depreciation for year
At 31.12.2006
Depreciation for 2005
Net Carrying amount
At 31.12.2006
At 31.12.2005

Trade receivable
- Related company
-Others

Staff loans
Deposits
Prepayments
Amount due from holding company

6,073
475

6,548

6,073
95

6,168
-

380
-

-
2,374
2,374

-
792
792

-

1,582
-

62,151
1,437

63,588

58,820
3,702

62,522
6,122

1,066
3,331

2006

130,016
604,802

9,000
130

-
-

743,948

68,224
4,286

72,510

64,893
4,589

69,482
6,122

3,028
3,331

2005

17,770
252,712

3,000
3,500
1,497
6,868

285,347

3.Plant and equipment

4. Trade and other receivables

Furniture, fixtures
and equipment

Renovation Office
equipment

Total

Amount in S $

Particulars
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On the date of commencement of the Companies (Amendment) Act 2005 on 30 January 2006.
(a)  The concept of authorized share capital is abolished; and
(b)  Shares of the company have no par value

2006 2005

Trade Payables
Amount due to holding company
Other payables
Total

255,873
 158,754
    22,151
436,778

  47,089
     -

-
47,089

7. Trade and Other Payables

Amount in S $

Amount in S $

The amount due to holding company represents current account which is unsecured, non-interest bearing and carries no fixed
terms of payment.

Issued and fully paid
At beginning and end of year 400,000 400,000 400,000 400,000

6. Share capital

No. of shares 2006 No. of shares 2005

2006 2005

Consulting services
Education Services
Software Project
Total

Bad debts written off-trade
Allowance for doubtful trade receivables written back
Others
Total

Depreciation of Plant and equipment
Rental - office
Others
Total

Contributions to defined contribution plan (CPF)
Salaries and bonus
Staff welfare
Total

8.   Revenue

9. Distribution Costs

10. Administrative expenses

11.  Staff costs

1,767,912
-

542,600
2,310,512

-
-

1,890,494
1,890,494

4,589
35,489

289,145
329,223

54,920
1,763,969

1,058
1,819,947

951,350
23,314

239,204
1,213,868

5,800
(4,485)

988,754
990,069

6,122
34,286

228,722
269,130

47,312
961,865

1,425
1,010,602

Amount in S $

Particulars

Particulars

Particulars
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12. Related party transactions

13. Income Tax

14.Operating lease

commitments

15. Financial risk
management
objectives and
policies

103,414
92,356

3,020

158,400

114,578
48,544

-
163,122
32,624

-

6.541
1,477
8,018

The realization of the future income tax benefits from both tax losses carried forward and temporary differences are available for an

unlimited future period subject to compliance with certain provisions in   the Singapore Income Tax Act and agreement by the Comptroller of

Income Tax.  Where provision for deferred tax arising from timing differences has been offset against the above tax losses carried forward,

such provision for deferred tax will be required to be set up when the tax losses are utilized in the future.

The main risks from the company’s financial instruments re liquidity risk and credit risk.  The policies for managing each

of these risks are summarized below

Liquidity risk

The company monitors and maintains a level of cash and cash equivalents   deemed adequate by the management to

finance the company’s operations and mitigate the effects of fluctuations in cash flows.

The company’s funding is also dependent principally on the continuing support from the holding company.

Holding company

Service and contract charges

Payment on behalf

Professional fee paid to a firm in  which a director

has interest

Service and contract charges were made at

market

price based on size of the project software

Key management personnel compensation is as

follows Salaries and other short-term employee

benefits

Tax losses carried forward

Amount at beginning of year

Amount in current year

Amount utilized in current year

Deferred tax benefit on above unrecorded

Tax savings on above utilised

Temporary differences from capital allowances

Amount at beginning of year

Amount in current year

2006 2005

The company has tax losses carried forward and temporary differences from  capital allowances  available for
offsetting against future taxable income as follows:

Amount in S $
Particulars

At the balance sheet date, the company has out standing  commitments under non-cancelable operating
leases in respect of premise which fall due as follows

Rental which expires
within one year 2,388

Rental of equipment
within one year
Later than one year but not latter than two years
Total

167,846
-

3,750

90,161

163,122
-

(145,879)
17,243

3,449
29,176

8.018
6,078

14,096

8,313

2,388
6,330
8,718

9000

-
-
-
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-  Amendment to FRS 1 (revised), presentation of Financial Statements
    (Capital Disclosures)
-  Investment Property
- Financial Instruments:-Disclosures
- Applying the Restatement Approach under FRS 29, Financial Reporting in
   Hyperinflationary Economics
- Scope of FRS 102, Share-based payment
- Reassessment of Embedded Derivatives
- Interim Financial Reporting And Impairment

1 January 2007

1 January 2007
1 January 2007

1 March 2006
1 May 2006
1 June 2006
1 November 2006

FRS1

FRS 40
FRS 107
INT FRS 107

INT FRS 108
INT FRS 109
INT FRS 110

Consequential amendments were also made to various standards as a result of these new/revised standards.

The directors anticipate that the adoption of the above FRSs and INT FRSs that were issued, but not yet effective until
future periods will not have a material impact on the financial statement of the company.

16. New accounting standards and FRSs interpretations

Fair value of financial assets and financial liabilities

The carrying amounts of cash and cash equivalents, trade and other current receivables and  payables, provisions and
other liabilities and amounts payable approximate their respective  fair values due to the relatively short-term
maturity of these financial instruments.

It is impracticable to determine with sufficient reliability without incurring excessive costs, the fair value of mount due
to holding company due to the absence of greed repayment terms between the parties involved.

At the date of authorization of  them financial statements, the following FRSs and INT FRSs were issued but not
effective:

International SQL Star Pte. Ltd., Singapore

Effective date
 (Annual periods

begening on or after )

Credit risk

Credit risk is limited to the risk arising from the inability of a debtor to make payments when due.  The company has

policies in place to review the risk profiles and credit history of customers before granting credit to them.  The exposure

is limited to the mount of receivables less allowance for impairment in the balance sheet at any point in time.

The company does not have any significant concentrations of credit risk with a single customer Or group of customers

or any parties.
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DIRECTORS’ REPORT

Your directors present their report on the company for the financial period ended 31 March 2007. The names of
the directors in office at anytime during, or since the end of the period are: Nagraj Ganti, Srinivas Chennakesavan
Directors have been in office since the start of the financial year to the date of this report unless otherwise stated.
The net loss of the company after providing for income tax amounted to AUS $102,530. No significant changes
in the Company’s state of affairs occurred during the financial period. The principal activities of the company
during the financial period were software development. No significant change in the nature of these activities
occurred during the period. No matters or circumstances have arisen since the end of the financial period which
significantly affected or may significantly affect the operations of the company, the results of those operations, or
the state of affairs of the company in future financial years. Likely developments in the operations of the company
and expected results of those operations in future financial years have not been included in this report as the
inclusion of such information is likely to result in unreasonable prejudice to the company. The company’s operations
are not regulated by any significant environmental regulation under a law of the Commonwealth or of a State or
territory. No dividends were paid during the period and no recommendation is made as to dividends. No indemnities
have been given or insurance premiums paid, during or since the end of the financial period, for any person who
is or has been an officer or auditor of the company. No person has applied for leave of Court to bring proceedings
on behalf of the company or intervene in any proceedings to which the company is a party for the purpose of
taking responsibility on behalf of the company for all or any part of those proceedings. The company was not a
party to any such proceedings during the period.

Auditor’s Independence Declaration
A copy of the auditor’s independence declaration as required under section 307C of the Corporations Act, 2001
is set out on page 2. Signed in accordance with a resolution of the Board of Directors:

Nagraj Ganti Srinivas Chennakesavan
Director Director

DATED THIS 29TH DAY OF JUNE 2007 AT SYDNEY

SRP Consulting Pty Ltd., Australia
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AUDITOR’S INDEPENDENCE DECLARATION
UNDER SECTION 307C OF THE CORPORATIONS ACT, 2001

I declare that, to the best of my knowledge and belief, during the period ended 31 March 2007 there has been: (i) no

contraventions of the auditor’s independence requirements as set out in the Corporations Act, 2001 in relation to the

audit; and (ii) no contraventions of any applicable code of professional conduct in relation to the audit.

GROSVENOR SCHILIRO

CHARTERED ACCOUNTANTS

RODNEY CHARLES GROSVENOR

Partner

DATED THIS 29TH DAY OF JUNE 2007 AT SYDNEY

SRP Consulting Pty Ltd., Australia
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Scope
The special purpose financial report and director’s responsibility
The special purpose financial report comprises the income statement, balance sheet, accompanying notes to the financial
statements, and the directors’ declaration for SRP Consulting Pty Limited, for the period ended 31 March 2007.

The directors of the company are responsible for the preparation and true and fair presentation of the financial report
and have determined that the accounting policies used and described in Note1 to the financial statement which form
part of the financial report are appropriate to meet the requirements of the Corporations Act, 2001and are appropriate
to meet the needs of the members. This includes the responsibility for the maintenance of adequate accounting records
and internal controls that are designed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report.

The special purpose financial reports have been prepared for distribution to members for the purpose of fulfilling the
director’s financial reporting requirements under the Corporations Act, 2001.We disclaim any assumption of responsibility
for any reliance on this report or on the financial report to which it relates to any person other than the members, or for
any purpose other than that for which it was prepared.

Audit Approach
We conducted an independent audit in order to express an opinion to the members of the company. Our audit was
conducted in accordance with Australian Auditing Standards, in order to provide reasonable assurance as to whether the
financial report is free of material misstatement. The nature of an audit is influenced by factors such as the use of
professional judgment, selective testing, the inherent limitations of internal control, and the availability of persuasive
rather than conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have been
detected.

We performed procedures to assess whether in all material respects the financial report is presented fairly in accordance
with the accounting policies described in Note 1, so as to present a view which is consistent with our understanding of
the company’s financial position, and its performance as represented by the results of its operations and cash flows.
These policies do not require the application of all Accounting Standards and other mandatory professional reporting
requirements in Australia. No opinion is expressed as to whether the accounting policies used and described in Note 1,
are appropriate to the need of the members.

We formed our audit opinion on the basis of these procedures, which included:
D examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the

financial report, and
D assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant

accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the
nature and extent of our procedures, our audit was not designed to provide assurance on internal controls.

Independence
In conducting our audit, we followed applicable independence requirements of Australian professional ethical
pronouncements and the Corporations Act, 2001.

INDEPENDENT AUDIT REPORT

TO

THE MEMBERS OF SRP CONSULTING PTY LIMITED

SRP Consulting Pty Ltd., Australia
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In accordance with ASIC Class Order 05/83, we declare to the best of our knowledge and belief that the auditor’s
independence declaration set out on page 2 of the financial report has not changed as at the date of providing our audit
opinion.

Qualification
This is the first year of the financials being audited. Our procedures did not include the audit of opening balances as at
1 July 2006. We therefore cannot form an opinion on the opening balances as at 1 July 2006.

The audit opinion expressed in this report has been formed on the above basis.

Audit Opinion
In our opinion the financial report of SRP Consulting Pty Limited is in accordance with:
a)   the Corporations Act, 2001, including:

1) giving a true and fair view of the company’s financial position as at 31 March 2007 and of its performance for
the period ended on that date in accordance with the accounting policies described in Note 1; and

2) complying with Accounting Standards in Australia to the extent described in Note 1and complying with the
Corporation Regulations, 2001; and

b)   Other mandatory financial reporting requirements in Australia to the extent described in Note 1.

The directors have determined that the company is not a reporting entity and this special purpose financial report should

be prepared in accordance with the accounting policies described in Note 1 to the financial statements. The directors of

the company declare that:

1. the financial statements and notes as set out on pages 6 to 13 are in accordance with the Corporations Act, 2001:

a. comply with Accounting Standards as described in Note 1 to the financial statement and the Corporations

Regulations, 2001; and

b. give a true and fair view of the company’s financial position as at 31 March 2007 and of its performance for the

period ended on that date in accordance with the accounting policies described in Note 1 to the financial

statements.

2. in the directors’ opinion there are reasonable grounds to believe that the company will be able to pay its debts as

and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors

Nagraj Ganti Srinivas Chennakesavan
Director Director

DATED THIS 29TH DAY OF JUNE 2007 AT SYDNEY

DIRECTORS’ DECLARATION

SRP Consulting Pty Ltd., Australia
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Assets

Current assets
Cash and cash equivalents
Trade and other receivables
Total current assets

Non-current assets
Property, plant and equipment
Total non-current assets
Total assets

Current liabilities
Trade and other payables
Total current liabilities

Non-current liabilities
Shareholders loan
Total non-current liabilities
Total liabilities

Net assets

Equity
Issued capital
Retained earnings/(accumulated losses)
Total equity

(35,794)
129,835

94,041

3,394
3,394

97,435

98,051
98,051

203,761
203,761
301,812

(204,377)

10,000
(214,377)
(204,377)

19,572
79,660
99,232

4,476
4,476

103,708

67,733
67,733

137,822
137,822
205,554

(101,847)

10,000
(111,847)
(101,847)

2007 2006NOTE

BALANCE SHEET  AS AT MARCH  31, 2007

3
4

5

6

7

8

The accompanying notes form part of these financial statements.

Amount in AUS $
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Income
Consultancy Income
Interest Income
Total Income
Expenditure
Accountancy Fee
Advertising
Bank Fees & Charges
Barter Card Charges
Client Meeting Exp.
Computer Maintenance
Consultancy Fee
Consultancy Fee – Path
Consultancy Fee - Renaissance
Contractor Relocation Expenses
Depreciation Expenses
DIMA
Dues & Subscriptions
Gas & Electricity
General Office Expenses
Interest Expenses
Internet
Living Away From Home Allowance
Office Machines
Other Office Expenses
Patrick Services
Payroll Tax
Postage & Shipping
Printing & Stationery
Public Liability Insurance
Rent (Guest House)
Rent (Office)
Staff Amenities
Staff Training
Superannuation
Telephone
Travel Local
Travel Overseas
Utilities
Visa Fees
Wages
Workers’ Compensation
Total Expenses
Profit/ (loss) before tax
Income tax expense

Profit/ (loss) attributable to members of the entity

671,320
173

671,493

-
1,305

419
-
-

501
84,336

-
-

2,093
1,082

-
-

870
-

282
-

83,250
-

1,342
-

4,745
398

-
1,180
4,306

21,178
139

-
43,775

4,866
-
-

331
7,377

506,546
3,702

774,023
(102,530)

-

(102,530)

1,588,023
206

1,588,229

2,545
1,482

888
3,701

125
374

26,305
13,967

135,870
191

1,197
10,997

1,727
231
558
55

626
213,672

156
-

13,500
20,999

285
269

1,511
10,941
33,307

696
90

145,238
7,771
5,461
7,697
1,558
7,636

918,508
2,628

1,592,762
(4,533)

-

(4,533)

2007 2006NOTE

INCOME STATEMENT FOR THE PERIOD ENDED MARCH  31, 2007

The accompanying notes form part of these financial statements.

SRP Consulting Pty Ltd., Australia

Amount in AUS $
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2007

NOTE 1: Statement of Significant Accounting Policies

This financial report is a special purpose financial report prepared to satisfy the financial report preparation requirements
of the Corporations Act, 2001. The directors have determined that the company is not a reporting entity.

SRP Consulting Pty Limited is a company limited by shares, incorporated and domiciled in Australia.

Basis of Preparation
The report has been prepared in accordance with the requirements of the Corporations Act, 2001, and the following
applicable Australian Accounting Standards and Urgent Issues Group Interpretations:

AASB 101 : Presentation of Financial Statements;
AASB 108 : Accounting Policies, Change in Accounting Estimates and Errors;
AASB 110 : Events after the Balance Sheet Date;
AASB 1031 : Materiality;
AASB 1048 : Interpretation and Application of Standards.

No other Accounting Standards, Urgent Issues Group Interpretations or other authoritative pronouncements of the
Australian Accounting Standards Board have been applied.

Reporting Basis and conventions
The financial report has been prepared on an accrual basis and is based on historical costs modified by the revaluation
of selected non-current assets, for which the fair value basis of accounting has been applied. The following is a summary
of the material accounting policies adopted by the company in the preparation of the financial report. The accounting
policies have been consistently applied, unless other wise sated.

Accounting Policies

(a) Income Tax
The charge for the current income tax expense is based on the profit for the period adjusted for any non–
assessable or disallowed items. It is calculated using tax rates that have been enacted or are substantively enacted
by the balance sheet date. Deferred tax is accounted for using the balance sheet liability method in respect of
temporary differences arising between tax basis of assets and liabilities and their carrying amounts in the financial
statements. No deferred income tax will be recognised from the initial recognition of an assets or liability. Deferred
tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or liability is
settled. Deferred tax is credited in the income statement except where it relates to items that may be credited
directly to equity, in which case the deferred tax is adjusted directly against equity.

Deferred income tax assets are recognised to the extent that it is probable that future tax profits will be available
against which deductible temporary differences can be utilised. The amount of benefit brought to accounts or
which may be realised in the future is based on the assumption that no adverse change will occur in income
taxation legislation and the anticipation that the company will derive sufficient future assessable income to enable
the benefits to be realised and comply with the condition of deductibility imposed by the law.

(b) Property Plant and Equipment
Each class of property, plant and equipment is carried at cost or fair values less, where applicable, any accumulated
depreciation. Office equipment, furniture & fittings are measured on cost basis. The carrying amount of office
equipment, furniture & fittings is reviewed annually by directors to ensure it is not in excess of the recoverable
amount from these assets. The recoverable amount is assessed on the basis of the expected net cash flows which
will be received from the asset’s employment and subsequent disposal. The expected net cash flows have been
discounted to their present values in determining recoverable amounts.

SRP Consulting Pty Ltd., Australia
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Depreciation
The depreciable amount of all fixed assets is depreciated on a diminishing value basis over their useful lives to the
company commencing from the time the asset is held ready for use. The depreciation rates used for each class of
depreciable assets are: Class of Fixed Assets Depreciation rate Office equipment 40% Furniture & fittings 20%

(c) Revenue
Revenue from rendering of services is recognised upon delivery of the services to the customers. Interest revenue is
recognised on proportional basis taking into account the interest rates applicable to the financial assets. All Revenue
is stated net of the amount of goods and services tax (GST).

(d) Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is
not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part of the cost of
acquisition of the asset or as part of an item of the expense. Receivables and payables in the statement of the financial
position are shown inclusive GST. Cash flows are presented in the cash flow statement on the gross basis, except for the
GST component of investing and financing activities, which are disclosed as operating cash flows.

(e) Employee Benefits
Provision is made for the company’s liability for employee benefits arising from services rendered by the employees to
balance date.

(f) Comparative Figures
Comparative figures have been adjusted to conform to changes in presentation for the current financial period where
required by accounting standards or as a result of change in accounting policies.

(g) Critical Accounting Estimates and Judgments
The directors evaluate estimates and judgments incorporated into the financial report based on historical knowledge
and best available current information. Estimates assume a reasonable expectation of future events and are based on
current trends and economic data, obtained both externally and with in the company. Key estimates – Intangible assets
No impairment loss has been recognised in respect of intangible assets for the period ended 31 March 2007 as the
company believes that the intangible assets is supported by forecasts indicating profitability in the next financial year.

(h) Cash and Cash Equivalents
Cash and cash equivalents include cash on hand and deposits held at call with banks.

SRP Consulting Pty Ltd., Australia

NOTE 2:Profit from Ordinary Activities
Operating profit (loss)

NOTE 3: Cash and Cash Equivalents
Cash at bank
Payroll account
Cash on hand

NOTE 4:Trade and Other Receivables
Trade receivables
Security deposits
Staff advances

NOTE 5: Property, Plant and Equipment
Plant and equipment at cost
Less: accumulated depreciation

(102,530)
(102,530)

4,604
(40,426)

28
(35,794)

117,997
6,505
5,333

129,835

4,476
1,082
3,394

(4,533)
(4,533)

11,839
7,723

10
19,572

70,213
6,506
2,941

79,660

5,985
1,509
4,476

2007 2006NOTE

Amount in AUS $
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NOTE 9: Events After the Balance Sheet Date

a. There is no major event after the balance sheet date.
b. The financial report was authorised for issue on 28 June 2007 by the board of directors.

NOTE 10: Contingent Liabilities
There are no known contingent liabilities.

NOTE 11: Company Details

The registered office of the company is : SRP Consulting Pty Limited Unit 8/83,
George Street, Parramatta, NSW 2150

The principal place of business is : SRP Consulting Pty Limited Unit 8/83,
George Street, Parramatta, NSW 2150.

NOTE 6: Payables
Current
ATO Liabilites
Superannuation

NOTE 7: Unsecured Loans
Loan-Shareholder No. 1

NOTE 8: Issued Capital
10,000(2006: 10,000) fully paid ordinary shares
Ordinary shares participate in dividends and the proceeds on winding
up of the company in proportion to the number of shares held At
shareholders’ meetings each ordinary share is entitled to one vote
when a poll is called, otherwise each shareholder has one vote on
show of hands

85,301
12,750
98,051

203,761
203,761

10,000

2007 2006NOTE

Amount in AUS $

48,883
18,850
67,733

137,822
137,822

10,000




