


ONTRACK SYSTEMS LIMITED

AUDITORS’ REPORT

N. C. Ganguli & Co.
Chartered Accountants

A. K. Ganguli, F.C.A. 71A, Netaji Subhas Road, Top Floor, Room # E/2,
Chartered Accountant Kolkata 700 001, Tel : 2243 4874 (O), 2654 4463 (R)

Mobile: 98302 19295, E-mail : akgbaly@vsnl.net

AUDITORS’ REPORT TO THE MEMBERS

1. We have audited the attached Balance Sheet of Ontrack
Systems Limited, as at 31st March 2004 and also the Profit &
Loss Account and 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 also includes
examining , on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes asessing 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 of 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.

(a) 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;

(b) 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 such books and proper returns
adequate for the purposes of our audit has been received
from Delhi Branch not visited by us. The Branch Auditor
report of Japan Branch has not been forwarded towards
and the said Account have been incorporated subject to
Audit.

(c) The Balance Sheet, Profit & Loss Account and Cash Flow
Statement dealt with by this report are in agreement

with the books of account except un-audited returns from
Japan Branch i.e. Foreign Branch.

(d) In our opinion, the Balance Sheet, Profit & 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.

(e) On the basis of written representations received from
the Directors, as on 31st March 2004 and taken on record
by the Board of Directors, we report that none of the
Directors are disqualified as on 31st March 2004 from
being appointed as a director in terms of clause (g) of
sub-section (1) of Section 274 of the Companies Act,
1956.

(f) 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 2004.

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

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

4.1 The Company has made an Advance for purchase of Property
amounting to Rs. 80,00,000/- as per Agreement dated
23.09.2000.  The said property is not yet registered till the
date of Audit.

For N. C. Ganguli & Co.
Chartered Accountants

Sd/-
Kolkata, India (A. K. Ganguli)
28th June, 2004 Proprietor

Membership No. 51862
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ONTRACK SYSTEMS LIMITED

ANNEXURE TO AUDITORS’ REPORT

Referred to in paragraph 3 of our Report of even date

1. (a) The Company has maintained proper records showing
full particulars including quantitative details and
situation of its fixed assets.

(b) The  Company has a system of verification of all Fixed
Assets once in every three years which in our opinion,
is reasonable having regard to the size of the Company
and the nature of its business. Management has
physically verified major Fixed Assets during the year.
No material discrepancies were noticed on such
verification as compared with the book of records.

(c) The Company has not disposed off substantial part of
Fixed Assets during the year.

2. (a) The management carried out physical verification of
inventory at reasonable intervals during the year. The
inventory of Trading Stock (excluding items lying in
customers for providing stand by support for
maintenance service) of the Company have been
physically verified by the Management during the year.
In respect of inventory of Trading Stock, lying with
third parties, these have been substantially confirmed
by company’s own documents but not by the parties
themselves. The value of Work in Progress and
Consumable Stores and Spares have been considered
at the end of each quarter by the management on
reasonable estimated basis.

(b) In our opinion, the procedure of physical verification
of inventory followed by the management are
reasonable and adequate in relation to the size of the
Company and the nature of its business;

(c) The Company has maintained reasonable records of
Trading Stock and no material discrepancies in Trading
Stock were noticed on physical verification with book
records and the said discrepancies have been properly
dealt with in the books of accounts.

3. (a) The Company has not taken or granted any loans,
secured or unsecured, during the year from or to
companies, firms and other parties listed in the register
maintained under Section 301 of the Companies Act,
1956; Though the Advances given to three parties
(unsecured) which are not listed in the register
maintained under Section 301 of the Companies Act,
1956 the opening and closing balances of the said
parties were Rs. 65,84,440/- and Rs. 71,25,372/-
respectively. Other Advances were interest free. The
said three unsecured advances were bearing interest
@ 10% p.a.

(b) The rate of interest and other terms and conditions of
Advances given by the Company (other than listed u/s.
301 of The Companies Act, 1956) unsecured  are prima
facie prejudicial to the interest of the Company.

(c) The payment of interest and principal in respect of
the said Advances given by the Company (other than
listed u/s. 301 of the Companies Act, 1956) are
irregular.

(d) In respect of said Advances, the terms and conditions
is not known as such, we are unable to comment the
time frame of repayment schedule along with interest
payment and reasonable steps taken by the Company
could not be identified by us.

4. In our opinion, there are adequate internal control
procedures commensurate with the size of the Company
and the nature of its business with regard to purchase of
Inventory, Fixed Assets and for the Sale of goods. During
the course of our audit, no major weakness has been noticed
in the internal controls.

5. In our opinion and according to the information and
explanation given to us, there are transaction of sale of
goods made in pursuance of  contract or arrangements
entered in the registers maintained under Section 301 of
the Companies Act, 1956 and aggregating during the year
Rs. 5,00,000/- or more but the transaction were made at
prevailing market price.

6. The Company has accepted deposit from the Public to
which the directives issued by the Reserve Bank of India
and the provisions of Section 58A and 58AA of the
Companies Act and the rules framed there under are duly
complied with.

7. In our opinion, the company has an internal audit system
commensurating with the size and nature of its business.

8. According to the information and explanation given to us,
maintenance of cost records have not been prescribed by
the Central Government under section 209 (1)(d)  of the
Companies Act.

9. (a) According to the records of the company, the company
is generally regular in depositing with appropriate
authority undisputed statutory dues including
Provident Fund, Investor Education and Protection
Fund, Employees’ State Insurance, Income Tax, Sales
Tax, Wealth Tax, Custom Duty, Excise Duty and any
other statutory dues applicable to it.

(b) The dues of Sales Tax that have not been deposited on
account of any dispute, the amounts involved and the
forum where the dispute is pending are detailed in
the statement given below;

Sl. Name of the Nature of Dues Amount Forum where
No. statute (in Rs.) dispute is pending

1. Bengal Sales Tax Sales Tax Demand 154,209/- A.C.C.T.
Act 1994 for 1996-97 South circle (Kol)

2. Bengal Sales Tax Sales Tax Demand 295,115/- A.C.C.T
Act 1994 for 2000-01 South circle (Kol)

10. The Company does not have any accumulated losses at
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ONTRACK SYSTEMS LIMITED

the end of the financial year and has not incurred cash
losses in the financial year and in the financial year
immediately preceeding such financial year.

11. The Company has not defaulted in repayment of dues to
banks/financial institutions with respect to its borrowings.

12. According to the information and explanations given to
us, the Company has not granted any loans and advances
on the basis of way of pledge of shares, debentures and
other securities.

13. The Company is not a chit/nidhi/mutual benefit funds/
society.

14. According to the information and explanations given to
us, the Company is not dealing or trading in Shares,
Securities, Debentures and other investments.

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

16. The Company has taken a fresh term loan of Rs. 70.00
lacs which was sanctioned on 01.3.2004 but the said term
loan was not disbursed during the year under audit. The
opening balance of term loan at the beginning of the year
was duly repaid during the year under audit. So the
purpose of taking term loan and its proper disbursement
was not related during the year.

17. On the basis of our examination and according to the
information and explanations given to us, the company
has not used the funds borrowed on short term basis for
long term investment and vice-versa.

18. The Company has not made any preferential allotment of
shares to parties and companies covered in the register
maintained under Section 301 of the Companies Act,
1956.

19. During the year the Company has not issued any
Debenture.

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

21. According to the information and explanations given to
us by the management, we report that company has filed
a suit for recovery of sum of Rs. 18.60 lacs paid as advance
in respect to two separate deals and no fraud by the
Company has been noticed or reported during the course
of our audit.

For N. C. Ganguli & Co.
Chartered Accountants

Sd/-

Kolkata, India (A. K. Ganguli)
28th June, 2004 Proprietor

Membership No. 51862
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ONTRACK SYSTEMS LIMITED

As on As on
31.03.2004 31.03.2003

SCHEDULE NO. (Amount in Rs.) (Amount in Rs.)
I SOURCES OF FUNDS

Shareholders’ Funds

Capital 1 5,00,02,000.00 5,00,02,000.00

Reserves and Surplus 2 6,34,19,822.76 6,26,64,742.97
11,34,21,822.76 11,26,66,742.97

Loan Funds

Secured loans 3 2,37,92,525.71 2,48,63,325.51

Unsecured loans 4 35,00,000.00 2,72,92,525.71 —

Deferred Tax Liabilities 5 9,07,301.00 11,53,595.00

14,16,21,649.47 13,86,83,663.48

II APPLICATION OF FUNDS
Fixed Assets

Gross block 6 7,44,95,297.87 7,11,18,356.57

Less: Depreciation 3,88,46,282.52 2,49,25,417.42

Net block 3,56,49,015.35 4,61,92,939.15

INVESTMENTS 7 1,51,57,344.23 87,00,259.71

A. Current assets, loans and advances

Stock-in-trade 8 1,29,44,317.60 1,25,11,599.76

Sundry Debtors 9 6,16,40,108.79 4,76,58,098.49

Cash & Bank balances 10 3,41,816.99 22,54,442.93

Loans & advances 11 3,01,41,027.83 2,69,92,231.15

10,50,67,271.21 8,94,16,372.33
B. Less : Current liabilities & provisions

Current liabilities 12 87,64,276.32 45,93,892.71

Provisions 13 85,48,596.00 78,84,510.00

1,73,12,872.32 1,24,78,402.71

Net current assets (A-B) 8,77,54,398.89 7,69,37,969.62

Miscellaneous Expenditure 14 30,60,891.00 68,52,495.00

TOTAL 14,16,21,649.47 13,86,83,663.48

Accounting Policies & Notes on accounts 23

Business profile 24

Related party disclosure 25

Segment Reporting 26

In accordance with our report of even date attached herewith.

For N. C. Ganguli & Co.
Chartered Accountants

Sd/- Sd/- Sd/-

Kolkata, India (B. Hari) (S. V. Ramani) (A. K. Ganguli)
28th June, 2004 Managing Director Whole-time Director and Secretary Proprietor

BALANCE SHEET
AS ON 31ST MARCH, 2004

BALANCE SHEET
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ONTRACK SYSTEMS LIMITED

Year ended Year ended
31.03.2004 31.03.2003

SCHEDULE NO. (Amount in Rs.) (Amount in Rs.)
INCOME

Sales 15 22,26,01,838.83 16,27,83,230.56
Other Income 16 14,88,472.68 16,56,556.50

TOTAL 22,40,90,311.51 16,44,39,787.06

EXPENDITURE

(Increase)/decrease of stock–(WIP) 17 (17,71,540.00) (15,26,910.00)

Cost of purchases 18 3,76,64,777.94 2,28,63,900.06

Consumption of Con. Stores 19  14,72,618.25 10,72,280.78

Operating expenses 20 11,34,42,783.16 7,82,77,307.40

Administrative expenses 21  4,65,30,506.74 2,85,13,384.63

Finance charges 22 38,55,247.94 38,51,444.93

Preliminary & preoperative exp. w/o 14 9,88,922.00 9,88,922.00

Deferred revenue exp. w/o 14 28,02,682.00 45,95,698.88

Depreciation 6 1,39,26,500.69 1,37,25,197.57

TOTAL 21,89,12,498.72 15,23,61,226.25

Profit before tax & extraordinary items 51,77,812.79 1,20,78,560.81

Less : extraordinary items — 36,19,000.00

Profit Before Tax 51,77,812,.79 84,59,560.81

Less: Provision for Tax 10,00,000.00 18,00,000.00

Provision for Tax for earlier year (written back) (2,79,569.00) —

Add: Deferred Tax Assets/(Liabilities) 2,46,294.00 43,51,352.00

Profit After Tax 47,03,675.79 1,10,10,912.81

Add: Surplus of Profit & Loss A/c 85,45,442.97 24,19,040.16

1,32,49,118.76 1,34,29,952.97

Appropriations:

Transfer to General Reserve 4,70,000.00 15,00,000.00
Proposed Dividend 35,00,140.00 30,00,120.00

Corporate Dividend Tax 4,48,456.00 3,84,390.00

Balance C/F to Balance Sheet 88,30,522.76 85,45,442.97

1,32,49,118.76 1,34,29,952.97

Accounting Policies & Notes on accounts 23
Business profile 24
Related party disclosure 25
Segment Reporting 26
EPS after tax 0.89 1.33
(Basic & Diluted) (Refer Note No. 2 (xv) of Sch–23)

In accordance with our report of even date attached herewith.

For N. C. Ganguli & Co.
Chartered  Accountants

Sd/- Sd/- Sd/-
Kolkata, India (B. Hari) (S. V. Ramani) (A. K. Ganguli)
28th June, 2004 Managing Director Whole-time Director and Secretary Proprietor

PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 31ST MARCH, 2004
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ONTRACK SYSTEMS LIMITED

As at As at
31st March 2004 31st March 2003
(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 1

SHARE CAPITAL

Authorised:
10000000 Equity Shares of Rs.10/– each 10,00,00,000.00 10,00,00,000.00

Issued, subscribed & paid up :
5000200 Equity Shares of Rs.10/– each 5,00,02,000.00 5,00,02,000.00
fully paid up.

5,00,02,000.00 5,00,02,000.00
SCHEDULE NO. 2

RESERVES & SURPLUS
Share Premium 4,91,19,300.00 4,91,19,300.00
General Reserves
As per last Balance Sheet 50,00,000.00 35,00,000.00
Add: Transferred from Profit and Loss A/c 4,70,000.00 15,00,000.00

54,70,000.00 50,00,000.00

Surplus in Profit & Loss  A/c 88,30,522.76 85,45,442.97

6,34,19,822.76 6,26,64,742.97
SCHEDULE NO. 3

SECURED LOAN
OCC limit with Indian Bank, Strand Road Branch     2,09,28,606.71 2,10,70,848.51
(On hypothecation of Stocks and Book Debts)

Term Loan with HDFC 28,63,919.00 37,92,477.00

(On hypothecation of Building) 2,37,92,525.71 2,48,63,325.51

SCHEDULE NO. 4

UNSECURED LOANS
Fixed Deposits 35,00,000.00 —

35,00,000.00 —
SCHEDULE NO. 5

DEFERRED TAX LIABILITIES
Deferred Tax Liabilities 11,53,595.00 55,04,947.00
Less : Deferred Tax Assets 2,46,294.00 43,51,352.00

9,07,301.00 11,53,595.00

SCHEDULES FORMING PART OF THE BALANCE SHEET AND
PROFIT & LOSS ACCOUNT
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SCHEDULES TO ACCOUNTS
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ONTRACK SYSTEMS LIMITED

SCHEDULES FORMING PART OF THE BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at
31st March 2004 31st March 2003
(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 7
INVESTMENT (AT COST)
LONG TERM, TRADE (UNQUOTED):
IN FOREIGN HOLDINGS
Investment in Equity with
Ontrack Systems (UK) Ltd. 1,31,99,722.93 70,70,223.17
(100% Wholly Owned Subsidiary).
(17,50,000 Ordinary Shares of 10 Pence each fully paid up)
Investment in Equity with
Ontrack Systems (UAE) Ltd. 19,57,413.19 16,29,828.43
(100% Wholly Owned Subsidiary)
(2,52,159 Ordinary shares of AED 1/- each fully paid up)
Investment in Equity with
PersonalMedic Limited 208.11 208.11
(3 Ordinary shares of £ 1/- each fully paid up)

1,51,57,344.23 87,00,259.71
SCHEDULE NO. 8
STOCK –IN–TRADE AT COST
Work–in–progress 82,98,450.00 65,26,910.00
Consumable and spares 10,67,747.60 9,45,213.00
Trading Stock 35,78,120.00 50,39,476.76

1,29,44,317.60 1,25,11,599.76
SCHEDULE NO 9
SUNDRY DEBTORS
(Unsecured considered good)

A. Debts outstanding for period of
More than Six months 91,15,857.20 1,68,85,283.00

B. Others – Subsidiaries 2,34,20,407.77 76,24,644.33
            – Others 2,91,03,843.82 2,31,48,171.16

6,16,40,108.79 4,76,58,098.49
SCHEDULE NO. 10
CASH AND BANK BALANCE
Cash in hand 52,361.67 7,60,004.95
Bank Balance with Scheduled banks in
i)    Current A/C 70,466.13 64,020.32
ii)   Dividend A/C 1,070.00 1,070.00
iii)  Gratuity A/C 3,010.00 3,010.00
iv)  Fixed Deposit A/C 54,697.00 54,697.00
v)   EEFC A/C – £ 14,376.55 12,57,150.60
vi)  EEFC A/C – $ 54,324.28 31,112.50
vii) Dividend Unpaid A/C 56,978.00 11,128.00
Interest Accrued on fixed deposit 13,092.00 13,092.00
Bank balance with other bank in current A/c.
ASAHI BANK, KANDA, JAPAN 21,441.36 59,157.56
(Maximum balance held during the year Rs. 2,55,958.43
and previous year Rs. 3,10,485.05)

3,41,816.99 22,54,442.93
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SCHEDULES FORMING PART OF THE BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at
31st March 2004 31st March 2003
(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 11
LOANS AND ADVANCES
(Unsecured considered good)
Advance Rent 65,000.00 81,380.00
Advance Income Tax and TDS 30,60,332.24 34,75,055.40
Advance to Staff 35,46,997.43 26,44,846.36
Other Advances 1,09,12,492.22 1,19,86,362.00
Advance to subsidiary 5,04,365.24 —
Prepaid Insurance 88,281.83 56,890.52
Deposit 21,03,558.87 7,47,696.87
Advance for Property 80,00,000.00 80,00,000.00
UNSECURED DOUBTFUL ADVANCES
Advance 18,60,000.00 —

3,01,41,027.83 2,69,92,231.15
SCHEDULE NO. 12
CURRENT LIABILITIES
SUNDRY CREDITORS
For Goods Supplied 31,15,516.50 10,60,943.07
For Expenses 41,53,524.91 23,52,272.87
Unexpired service income 5,39,299.71 6,69,826.36
Dividend Unpaid a/c. 56,978.00 11,128.00
Overdrawn – UTI Bank — 1,41,222.41
Advance from Customers 3,39,000.00 3,58,500.00
Standard Chartered Bank - Car Loan 5,59,957.20 —

87,64,276.32 45,93,892.71

SCHEDULE NO. 13
PROVISIONS
Provision for Tax 46,00,000.00 45,00,000.00
Proposed Dividend 35,00,140.00 30,00,120.00
Corporate Dividend Tax 4,48,456.00 3,84,390.00

85,48,596.00 78,84,510.00

SCHEDULE NO. 14
MISCELLANEOUS EXPENDITURE
Preliminary & Preoperative Exp. 19,77,845.00 29,66,767.00
Less : Written Off 1/5th 9,88,922.00 9,88,922.00

9,88,923.00 19,77,845.00
DEFERRED REVENUE EXPENDITURE
tendertimes.com Exp. — 14,54,147.00
India Development Centre 21,92,149.00 36,53,581.88
STP Subscription — 15,000.00
Brand Building — 3,23,871.00
indiaonestop.com 18,66,569.00 27,99,853.00
P. C. Ustaad.com 8,15,932.00 12,23,896.00

48,74,650.00 94,70,348.88
Less: Written off 1/3rd 28,02,682.00 45,95,698.88

20,71,968.00 48,74,650.00
30,60,891.00 68,52,495.00

SCHEDULES TO ACCOUNTS
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SCHEDULES FORMING PART OF THE BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at
31st March 2004 31st March 2003
(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 15
SALES
Domestic 4,77,57,336.67 3,88,58,923.25
Export Sales 17,48,44,502.16 12,39,24,307.31

22,26,01,838.83 16,27,83,230.56
SCHEDULE NO. 16
OTHER INCOME
Income from Currency Fluctuation 3,20,123.90 10,44,479.17
Interest received 6,80,658.98 6,06,084.00
Miscellaneous Receipts 37,691.00 5,993.33
Dividend received from WOS (UK) 4,49,998.80 —

14,88,472.68 16,56,556.50
SCHEDULE NO. 17
(INCREASE)/DECREASE IN STOCK (W.I.P.)
Opening Stock : 65,26,910.00 50,00,000.00
Closing Stock :  82,98,450.00 65,26,910.00
Increase in stock  (17,71,540.00) (15,26,910.00)

SCHEDULE NO. 18
COST OF PURCHASE
Opening Stock 50,39,476.76 56,91,936.59
Add: Purchases 3,62,03,421.18 2,22,11,440.23

4,12,42,897.94 2,79,03,376.82
Less: Closing Stock 35,78,120.00 50,39,476.76

3,76,64,777.94 2,28,63,900.06
SCHEDULE NO. 19
CONSUMPTION OF CONSUMABLE STORES
Opening Stock 9,45,213.00 4,61,679.71
Add: Purchases 15,95,152.85 15,55,814.07

25,40,365.85 20,17,493.78
Less: Closing Stock 10,67,747.60 9,45,213.00

14,72,618.25 10,72,280.78
SCHEDULE NO. 20
OPERATING EXPENSES
Salaries, Incentives And Bonus 1,48,37,027.47 94,85,822.29
Contribution to Provident Fund 9,87,386.50 6,29,414.00
Contribution to E. S. I. 1,78,440.00 1,25,133.00
Contribution to Group Gratuity 1,03,901.00 1,13,660.00
Electricity Expenses 10,64,250.50 6,73,222.00
Professional and Consultancy Charges 40,44,330.64 42,78,447.35
Repairs to machinery 8,40,411.25 8,87,312.50
Insurance Premium 1,10,828.69 1,27,043.48
Hire Charges 84,243.00 2,34,245.00
Expenses for UAE Office 2,63,555.70 1,92,088.17
Operative Expenses for WOS-UK 9,09,28,408.41 6,15,30,919.61

11,34,42,783.16 7,82,77,307.40
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SCHEDULES FORMING PART OF THE BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at

31st March 2004 31st March 2003

(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 21

ADMINISTRATIVE EXPENSES

Administrative expenses for WOS-UK 3,15,98,438.60 1,93,99,906.18

Directors Remuneration 16,20,000.00 7,20,000.00

Rent 4,46,477.46 3,79,060.00

Rates and Taxes 3,63,911.14 2,27,482.00

Discount Allowed 5,100.00 6,500.00

Travelling and Conveyance 47,28,357.40 32,46,275.97

Postage, Telephone and Telegram 20,59,702.52 18,08,081.37

Printing & Stationery 6,04,088.75 3,33,491.19

Business promotion 6,46,151.08 7,13,484.04

Books and Periodicals 47,087.00 1,17,916.47

Advertisement and Publicity 2,52,753.00 1,91,679.00

Sundry subscription 19,582.00 16,520.00

Office Expenses 2,73,728.48 2,09,154.51

Remuneration to Auditors 1,29,600.00 1,29,600.00

Commission Paid 20,47,375.00 —

Staff Recruitment expenses 86,520.00 14,212.00

Staff Training Expenses 2,45,878.00 —

Sundry balances w/o — 1,73,711.00

Staff welfare expenses 7,61,632.69 4,80,422.51

Other Charges 5,70,597.98 3,45,888.39

Loss on sale of Assets 23,525.64 —

4,65,30,506.74 2,85,13,384.63

SCHEDULE NO. 22

FINANCE CHARGES

Interest 35,68,329.20 30,90,846.00

Bank Charges 2,86,918.74 7,60,598.93

38,55,247.94 38,51,444.93
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SCHEDULE NO. 23

ACCOUNTING POLICIES AND NOTES ANNEXED TO AND FORMING
PART OF ACCOUNTS FOR THE YEAR ENDED 31ST MARCH, 2004.

1. Statement of significant accounting policies

i) The financial statement have been prepared under the
historical cost convention in accordance with the generally
accepted accounting principles and as adopted consistently
by the Company.

ii) The Company generally follows mercantile system of
accounting and recognises significant items of Income &
Expenditure on accrual basis.

iii) Inventories of Trading Goods, spare parts and consumable
stores are valued at lower of cost or market value. Outdated
and damaged stocks are written off on technical evaluation.
Cost of W.I.P. is the cost of personnel expenses for partial
completion of Software at the end of each quarter and
competent authority has made the said valuation.

iv) The Company has a group gratuity policy with the Life
Insurance Corporation of India and the premium paid to LIC
is accounted for. The actuarial valuation of gratuity liability
has not been accounted for.

Company’s contributions to Provident Fund and E.S.I. have
been paid to appropriate authority. The benefits to employees
like Provident Fund, E.S.I. and Gratuity have been accounted
for all employees employed in India.

v) All Fixed Assets are accounted for at cost less depreciation,
depreciation on Fixed Assets have been provided on Straight
Line Method and written off over a period of :

Computer and its Accessories 3 Years

Land and Building 20 Years

Other Fixed Assets 5 Years

vi) The sales are recognized at the point of despatch of materials
to the customers and bills are raised to them. Income from
maintenance contract is accounted for in the relevant period
of the accounting year upon entering into the contract. Revenue
from Software Development are recognized on the basis of
achievement of prescribed milestone as relevant to each
contract as proportionate completion method as applicable.

vii) Preliminary and share issue expenses are amortised over a
period of five years. Deferred revenue expenditure is amortised
over a period of three years.

viii) Foreign currency transactions denominated in foreign
currencies are normally recorded at the exchange rate prevailing
at the time of the transaction.

Monetary items denominated in foreign currencies at the year-
end and not covered by forward exchange contracts are
translated at year end rates. Those transactions covered by
forward exchange contracts are translated at year end rates
ruling at the date of transaction as increased or decreased by
the proportionate difference between the forward rate and
exchange rate on the date of transaction, such difference having
been recognized over the life of the contract. Non-monetary
item including Fixed Assets which are carried in terms of
historical cost denominated in a foreign currency should be
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reported using the exchange rate at the date of the
transaction.

ix) Long term investments are stated at cost. Provision for
diminution in the value of long-term investments are made
only if such a decline is other than temporary in nature and in
the opinion of the Management.

x) Provision for Tax is based on Current Tax rates in force.
Deferred Tax is recognized, subject to the consideration of
prudence, on timing differences, being the difference between
taxable income and accounting income that originate in one
period and may be reversed in one or more subsequent periods.
The rate of Deferred Tax is based on the tax rate and laws that
have been enacted or substantively enacted as on the Balance
Sheet date. The Deferred Tax asset is recognized and carried
forward only to the extent that there is reasonable certainty
that the asset will be realised in future.

2. Notes on Accounts

(i) Figures of the previous year have been reworked,
regrouped, rearranged and reclassified wherever
necessary.

(ii) The details of operating and administrative expenses for
foreign operation of WOS-UK has been shown separately.

(iii) Other income includes interest on bank deposit of Rs.84/-
for current year and Rs. 1,573/-  for the last year. No TDS
has been deducted. Interest other than bank interest of Rs.
6,80,659/- for current year and Rs. 6,06,084/ for last year
and corresponding TDS on interest other than bank interest
is Rs. 1,33,039/- and Rs. 1,26,948/- respectively. Currency
fluctuation of Rs. 3,20,124/- is in the current year and Rs.
10,44,479/- is for last year.

(iv) Provision for Deferred Tax

The Company has accounted for deferred tax assets valued
at Rs. 2,46,294/- against previous year amount valued at
Rs. 43,51,352/- which has been shown in profit & loss
account. The carrying amount of deferred tax liabilities after
adjustment of assets comes to Rs. 9,07,301/- and
Rs. 11,53,595/- for current year and previous year
respectively which is due to difference in depreciation as per
Companies Act and Income Tax Act.

(v) The Company has preferred two appeals before Sales Tax
Authority against demand to amounting to Rs. 4,49,324/-
and as such the said liabilities have not been provided in
accounts and have been treated as contingent liability.

(vi) During the year the company has given advances to two
parties amounting to Rs. 10.00 lacs and Rs. 8.60 lacs
respectively against two contracts, the terms of which
have still not been fullfilled so far. The management is
hopefull to recover the said advances, as such no
provision has been created.

(vii) Balances of Debtors, Creditors, Loans and Advances paid
or received are subject to confirmation by the parties.

(viii)The Company has overseas branch at Japan and has
incurred a net loss of Rs. 14,65,885.01 and Company’s
domestic branch at New Delhi has made a Net Profit of
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from Foreign source. Current year Export turnover was
about 78.55% of Gross Turnover and Management’s
perception is that this percentage will increase to more
than 80% next year. The geographical segments have
been identified on the basis of location of the major
customers of the Company. The geographical segments
are Europe, USA & Other Countries and Domestic. These
geographical places represent a strategic business unit
that offers different places as unit having different risk
and returns.

xiii) Inter-segment sales and transfers, if any, are accounted
for as if the sales or transfers were to third parties at
current market prices.

xiv) General Income and Expense items, which are not
allocable to any specific geographical segment, are
classified as unallocated revenue and expenditure
respectively. This Expense includes Depreciation,
Deferred Revenue Expenditure W/o, Finance Charges,
Expenses in extraordinary nature and Other unallocated
Expenses of Administrative and Operating Expenses and
Income includes Other Income which is shown as Net of
Finance Charges.

xv) The segment-wise apportionment of Capital is not
disclosed since Capital is used as a whole for the
Company.

Rs. 77,584.08 during this year’s operation.

(ix) The Company has set up a joint venture with
PersonalMedic Limited, U.K. with a token investment of
three ordinary shares. The said joint venture has not yet
commence operations as stated by management.

(x) Domestic Sales include income from service of Rs.
98,37,171/- for current year against Rs. 72,78,881/- in
the previous year.

(xi) Earnings Per Share is calculated by dividing the profit
after tax but before deferred tax assets (Numerator)
attributable to the equity shareholders by the number of
equity shares (Denominator) as under:

Current Year Previous Year

Profit after tax before
deferred tax (in Rs.) 44,57,382 66,59,561
No. of Equity Share 5000200 5000200
Basic and diluted earning
per share (in Rs.) 0.89 1.33
Nominal value per share (in Rs.) 10/- 10/-

As a prudent accounting policy deferred tax asset has not
been considered.

xii) The Company is providing services globally. The
Company’s operating businesses are originated mainly

3. Remuneration to Auditors

(Amount in Rs.) (Amount in Rs.)
Year ended 31.03.2004    Year ended 31.03.2003

For Audit fee 1,08,000.00 1,08,000.00

For Tax Audit fee 21,600.00 21,600.00

1,29,600.00 1,29,600.00

4. Remuneration to Managing Director & Wholetime Director

(Amount in Rs.) (Amount in Rs.)
Year ended 31.03.2004    Year ended 31.03.2003

Salary 16,20,000.00 7,20,000.00

P. F. Contribution 97,200.00 43,200.00

17,17,200.00 7,63,200.00

Note: Remuneration paid to Managing Director and Whole-time Director is within the limit as per provision of Schedule XIII
of the Companies Act 1956, as such computation of net profit in accordance with sec.- 309 (5) of the Companies Act 1956 is
not given separately.
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ANNEXURE – 1 Referred to in Schedule – 23

Additional information pursuant to the Provisions of Clauses 3, 4C and 4D of part II of Schedule VI of the Companies Act, 1956.

Year ended 31.3.2004   Year ended 31.3.2003
(Amount in Rs.) (Amount in Rs.)

1. A. Employed throughout the year and wherein receipt of
Remuneration the aggregate of
Which was not less than Rs. 24,00,000/–
Number of Employees None None
Remuneration Nil Nil

B. Employed for a part of the year on remuneration of
Rs. 2,00,000/– per month
Number of Employees None None
Remuneration Nil Nil

2. Licensed Capacity 40 crores 40 crores

As per SIA Registration with Govt. of India

3. Installed Capacity 40 crores 40 crores

4. PRODUCTION CAPACITY Not applicable Not applicable

5. PRODUCTION Not applicable Not applicable

6. A. IMPORTS Nil Nil

B. EXPORTS 17,48,44,502.16 12,39,24,307.31

7. TURNOVER

Sales 22,26,01,838.83 16,27,83,230.56
Other income 14,88,472.68 16,56,556.50

8. COST OF PURCHASE

a. Imported Nil Nil

b. Indigenous (100%) 3,91,37,396.19 2,39,36,180.84

9. EXPENDITURE IN FOREIGN CURRENCY

Foreign Travel 1,64,295.00 1,44,575.00

Foreign Subsidiary Expenses (Reimbursed) 12,25,26,847.01 8,14,88,385.96

Foreign Branch Expenses 13,90,689.20 4,08,460.00

Investment in Foreign Subsidiary 64,57,084.52 80,30,051.60
Investment in Foreign Joint Venture — 208.11

Advance to Subsidiary 5,04,365.24 —

10. EARNINGS IN FOREIGN EXCHANGE

a. Fees received from Foreign Enterprise 3,93,00,295.35 3,14,83,342.19

11. SSI Creditors and amount owed over 30 days Nil Nil

12. No specific license is required for manufacture of products, in term of the New Industrial Policy of the Govt. of India except those
which are in the restricted list. As per SIA approval received from Govt. of India, the annual capacity of the Company works out to
Rs. 40 crores.

Further software development, system integration and networking cannot be expressed in any generic unit terms and hence is not
practicable to give these details in quantitative figures.

13. CONTINGENT LIABILITIES

Sales Tax 4,49,324/- 1,54,209/-
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SCHEDULE NO : 24

BUSINESS PROFILE

I. Registration details

Registration no. : 18—15370
Registration date : 15.02.1988
Balance Sheet date : 31.03.2004

II. Capital raised during the year (Amount in Rs. thousand)

Public issue Rights issue
Nil Nil

Private placement Bonus issue
Nil Nil

III. Position of mobilisation and deployment of funds (Amount in Rs thousand)

Total Liabilities Total Assets
141621 141621

Source of funds (Amount in Rs. thousand)
Paid-up Capital Reserves & Surplus

50002 63419
Secured loans Unsecured loans

23793 3500
Deferred Tax Liabilities

907

Application of funds (Amount in Rs. thousand)

Net Fixed Assets Investment
35649 15157

Net Current Assets Miscellaneous Expenses
87754 3061

Accumulated Losses
Nil

IV. Performance of Company (Amount in Rs. thousand)

Turnover Total Expenditure
224090 218912

Profit/Loss before tax Profit/Loss after tax
5178 4703

Dividend rate in %
7

V. Generic names of principal product/services of Company

Item code no. Product description
847190 Computer Hardware

Not applicable IT Services
Not applicable Software development.

In accordance with our report of
even date attached herewith.

For N. C. Ganguli & Co.
Chartered Accountants

Sd/- Sd/- Sd/-
Kolkata, India (B. Hari) (S. V. Ramani) (A. K. Ganguli)
28th June 2004 Managing Director Whole-time Director and Secretary Proprietor
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SCHEDULE NO. 25

RELATED PARTY TRANSACTIONS

During the year the Company had transactions mainly with its subsidiary Ontrack Systems (UK) Ltd., UK, and Ontrack Systems
(UAE) Ltd., UAE. The other companies having some transactions were Cosmat Investments Pvt. Ltd., Venus Barter Pvt. Ltd. and
Ginvani Merchants Pvt. Ltd.

B. Hari is Director in its Subsidiary Ontrack Systems (UK) Ltd., Ontrack Systems (UAE) Ltd., and Manik Dey is a Director of
Ontrack Systems (UK) Ltd.

Key Managerial Personnel : G. Anand and Sushil Prasad

Summary of the transaction with the above related party

Total sales, debtors, investment, dividend received and advance paid to subsidiary and group company under same Management
are Rs. 16,71,61,681/– (Rs. 11,22,04,379/-), Rs. 2,39,33,321/- (76,24,644/-), Rs. 64,57,084/- (Rs. 80,30,051/-), Rs. 4,49,999/
- (Nil) and Rs. 5,04,365/- (Nil) respectively. The figures of the previous year have been given in brackets.

Closing Balance of Loan given and Interest received Rs. 72,58,411/- (Rs. 61,06,877/-), Rs. 6,48,971/- (Rs. 4,77,563/-) and
remuneration to Key Management Personnel and Directors are Rs. 78,97,596/- (Rs. 43,81,277/-). The figures of the previous
year have been given in brackets.

SCHEDULE NO. 26

SEGMENT INFORMATION FOR THE YEAR ENDED 31ST MARCH, 2004

Primary Segment Reporting — Geographical Segment

Segment–wise Revenue Results
(Amount in Rs.)

Particulars Domestic Europe USA & Others Total

Revenue 4,77,57,337 16,31,47,695 1,16,96,807 22,26,01,839
(3,88,58,923) (10,89,74,093) (1,49,50,215) (16,27,83,231)

Direct & Allocated Cost 4,50,91,396 13,66,50,474 25,84,500 18,43,26,370
(3,29,26,817) (7,86,33,088) (1,10,38,302) (12,25,98,207)

Profit before interest & depreciation 26,65,941 2,64,97,221 91,12,307 3,82,75,469
(59,32,106) (3,03,41,005) (39,11,913) (4,01,85,024)

Finance Charges (Net) 23,66,775
(21,94,888)

Depreciation 1,39,26,501
(1,37,25,198)

Unallocated Expenses 1,68,04,380
(1,58,05,377)

Profit before tax 51,77,813
(84,59,561)

Provision for tax (Net) 4,74,137
(25,51,352)

Profit after tax 47,03,676
(1,10,10,913)

Capital employed 11,03,60,932
(10,58,14,248)

Notes : The figures of the previous year are shown in brackets
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 31ST MARCH, 2004

31.03.2004 31.03.2003
Rs. Rs. Rs. Rs.

A. Cash flow from operating activities
Net profit before tax and extraordinary items 51,77,813.00 1,20,78,561.00
Adjustment for
– depreciation 1,39,26,501.00 1,37,25,197.00
– amortisation of deferred revenue expenditure 3,79,1,604.00 55,84,621.00
– interest Paid 38,55,248.00 38,51,445.00
– other income (10,98,974.00) (6,06,084.00)
– (profit)/loss on sale of assets 23,526.00 2,04,97,905.00 — 2,25,55,179.00

– operating profit before working capital changes 2,56,75,718.00 3,46,33,740.00
Adjustment for :
– sundry debtors (increase) / decrease (1,39,82,011.00) (2,97,241.00)
– stock in trade (increase) / decrease (4,32,718.00) (13,57,984.00)
– loans & advances (increase) / decrease (35,63,520.00) (9,39,406.00)
– current liabilities increase / (decrease) 43,11,606.00 (1,36,66,643.00) (27,99,431.00) (53,94,062.00)
– cash generated from operations 1,20,09,075.00 2,92,39,678.00
– interest paid 38,55,248.00 38,51,445.00
– direct tax paid (net of refund) 2,05,707.00 40,60,955.00 11,40,535.00 49,91,980.00
– Net cash from operating activities 79,48,120.00 2,42,47,698.00

B. Cash flow from investing activities
Purchase of fixed assets (34,08,203.00) (1,76,85,644.00)
Sale of fixed assets 2,100.00 —
Sale of Capital WIP — —
Purchase of investments (64,57,085.00) (80,30,260.00)
Sale of investment (UTI) —
Dividend on shares (Subsidiary) 4,49,999.00 —
Interest received 6,48,975.00 6,06,084.00

Net cash used in investing activities (87,64,214.00) (2,51,09,820.00)
C. Cash flow from financing activities

– Proceeds from borrowings
Long term (10,70,800.00) 49,92,643.00
Short term 35,00,000.00 (11,75,000.00)
Dividend paid (33,84,510.00) (24,88,972.00)

Net cash used in financing activities (9,55,310.00) 13,28,671.00

Net increase/decrease in cash &
cash equivalents (A+B+C) (17,71,404.00) 4,66,549.00
Cash & cash equivalents – opening balance 21,13,221.00 16,46,672.00
Cash & cash equivalents – closing balance 3,41,817.00 21,13,221.00

Note : Cash and cash equivalents consist of cash in hand and balance and short term deposits with Banks.

As per our report of even date attached
For N. C. Ganguli & Co.

Chartered Accountants

Sd/- Sd/- Sd/-
Kolkata, India (B. Hari) (S. V. Ramani) (A. K. Ganguli)
28th June 2004 Managing Director Director and Secretary Proprietor
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ONTRACK SYSTEMS LIMITED

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

1. Name of the Subsidiary : Ontrack Systems (UK) Limited Ontrack Systems (UAE) Limited

2. Financial year ended : 31st March, 2004 31st March, 2004

3. Holding Company’s interest : 100% in Equity Share 100% in Equity Share

Capital Capital

4. Shares held by the holding company : 17,50,000  shares of 1,50,000 shares of

in the Subsidiary Ten Pence each AED One each

5. The net aggregate of profits or losses

for the above financial year of the

subsidiary so far as it concerns the

members of the holding company

a. dealt or provided for in the

accounts of the holding company : Nil Nil

b. not dealt with or provided for in

the accounts of the holding company : Profit : Profit :

GBP 50716 AED 21945

6. The net aggregate of profits or losses

for the previous financial year of the

subsidiary so far as it concerns the

members of the holding company

a. not dealt with or provided for in the

accounts of the holding company : Nil Nil

b. not dealt with or provided for in the

accounts of the holding company : GBP 71663 AED 11767
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ONTRACK SYSTEMS LIMITED

AUDITORS’ REPORT TO THE BOARD OF DIRECTORS ON THE CONSOLIDATED FINANCIAL
STATEMENTS OF ONTRACK SYSTEMS LIMITED AND ITS SUBSIDIARIES

We have audited the attached consolidated Balance Sheet of

Ontrack Systems Limited and its subsidiaries as at 31st March,

2004 and also the consolidated Profit and Loss Account for

the year ended on that date annexed thereto and the

consolidated cash flow statement for the year ended on that

date.

These financial statements are the responsibility of the

Company’s management. Our responsibility is to express an

opinion on these financial statements based on our audit. We

conducted our audit in accordance with auditing standards

generally accepted in India. Those Standards require that

we plan and perform the audit to obtain reasonable assurance

whether the financial statements are prepared, in all material

respects, in accordance with an identical financial reporting

framework and are free of material misstatements. 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.

We did not audit the financial statements of certain

subsidiaries, whose financial statements reflect total assets

of UK GBP 2,92,307 and UAE AED 13,64,978/-  as at 31st

March, 2004 and total revenues of UK GBP 22,13,119 and

UAE AED 16,35,477/- for the year ended. These financial

statements have been audited by other auditors whose reports

have been furnished to us, and our opinion, in so far as it

relates to the amounts included in respect of the subsidiaries,

is based solely on the report of the other auditors.

We report that the Consolidated Financial Statements have

been prepared by the Company in accordance with the

requirements of Accounting Standards (AS) 21, Consolidated

Financial Statements, issued by the Institute of Chartered

Accountants of India and on the basis of the separate audited

financial statements of Ontrack Systems Limited and its

subsidiaries included in the Consolidated Financial

Statements.

On the basis of the information and explanation given to us

and on the consideration of the separate audit reports on

individual audited financial statements of Ontrack Systems

Limited and its aforesaid subsidiaries, we are of the opinion

that :

a. the Consolidated Balance Sheet gives a true and fair

view of the consolidated state of affairs of Ontrack

Systems Limited and its subsidiaries as at 31st March,

2004,

b. the Consolidated Profit and Loss account gives a true

and fair view of the consolidated results of operations of

Ontrack Systems Limited and its subsidiaries for the year

ended and

c. the Consolidated Cash Flow Statement gives a true and

fair view of the Consolidated Cash Flow of Ontrack

Systems Limited and its subsidiaries for the year ended

on that date.

For N. C. Ganguli & Co.

Chartered Accountants

Sd/-

Kolkata, India (A. K. Ganguli)

28th June, 2004 Proprietor

Membership No. 51862
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ONTRACK SYSTEMS LIMITED

CONSOLIDATED BALANCE SHEET
AS ON 31ST MARCH 2004

As on As on
31.03.2004 31.03.2003

SCHEDULE NO. (Amount in Rs.) (Amount in Rs.)
I SOURCES OF FUNDS

Shareholder’s Funds

Capital 1 5,00,02,000.00 5,00,02,000.00

Reserves and Surplus 2 7,36,41,863.02 6,81,89,452.63

12,36,43,863.02 11,81,91,452.63
Loan Funds

Secured Loans 3 2,37,92,525.71 2,48,63,325.51

Unsecured Loans 4 35,00,000.00 1,05,829.10

Deferred Tax Liabilities 5 11,17,122.30 11,80,790.96

15,20,53,511.03 14,43,41,398.20
II APPLICATION OF FUNDS

Fixed Assets
Gross Block 6 7,80,95,906.16 7,20,42,237.83

Less: Depreciation 3,95,62,238.53 2,50,93,330.28

Net Block 3,85,33,667.63 4,69,48,907.55

INVESTMENTS 7 9,93,661.30 208.11

A. Current Assets, Loans and Advances

Stock–In–Trade 8 1,29,44,317.60 1,25,11,599.76

Sundry Debtors 9 7,50,37,912.86 6,82,23,458.51

Cash & Bank Balances 10 81,04,871.09 43,55,992.57

Loans & Advances 11 4,22,84,462.51 2,72,79,174.75

13,83,71,564.06 11,23,70,225.59
B. Less : Current Liabilities & Provisions

Current Liabilities 12 1,90,48,570.12 1,21,77,657.21

Provisions 13 98,57,702.84 96,52,780.84

2,89,06,272.96 2,18,30,438.05

Net Current Assets (A-B) 10,94,65,291.10 9,05,39,787.54

Miscellaneous Expenditure 14 30,60,891.00 68,52,495.00

TOTAL 15,20,53,511.03 14,43,41,398.20

Notes on accounts 23

Segment Reporting 24

In accordance with our report of
even date attached herewith.

For N. C. Ganguli & Co.
Chartered Accountants

Sd/- Sd/- Sd/-
Kolkata, India (B. Hari) (S.V. Ramani) (A.K. Ganguli)
28th June, 2004  Managing Director Director and Secretary Proprietor
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ONTRACK SYSTEMS LIMITED

CONSOLIDATED PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 31ST MARCH, 2004

As on As on
31.03.2004 31.03.2003

SCHEDULE NO. (Amount in Rs.) (Amount in Rs.)
INCOME

Sales 15 24,40,36,698.34 16,63,63,589.93
Other Income 16 17,73,230.12 18,43,963.00
TOTAL 24,58,09,928.46 16,82,07,552.93

EXPENDITURE

(Increase)/decrease of stock (WIP) 17 (17,71,540.00) (15,26,910.00)
Cost of purchases 18 3,76,64,777.94 2,28,63,900.06
Consumption of Con.Stores 19 14,72,618.25 10,72,280.78
Operating expenses 20 12,65,17,940.16 7,59,59,394.25
Administrative expenses 21 4,88,77,842.17 2,86,66,094.63
Finance charge 22 49,07,965.80 38,61,109.63
Preliminary & Preoperative exp. w/o 14 9,88,922.00 9,88,922.00
Deferred revenue exp. w/o 14 28,02,682.00 45,95,698.88
Depreciation 6 1,44,74,543.84 1,38,93,110.43

TOTAL 23,59,35,752.16 15,03,73,600.66

Profit Before Tax & Extraordinary items 98,74,176.30 1,78,33,952.27
Less : Extraordinary items (loss) — 36,19,000.00
Profit Before Tax 98,74,176.30 1,42,14,952.27
Less: Provision for Tax

- Current Tax 19,05,338.45 28,77,874.04
- Provision for Tax for earlier year (written back) (2,79,569.00) —

Add: Deferred Tax Assets/(Liabilities) 63,668.66 43,24,156.04
Profit after tax 83,12,075.51 1,56,61,234.27
Add: Surplus Profit & Loss A/c 1,40,70,152.63 37,27,215.16

2,23,82,228.14 1,93,88,449.43
Appropriations
Transfer to General Reserve 4,70,000.00 15,00,000.00
Proposed Dividend 39,03,921.92 34,33,906.80
Corporate Dividend Tax 4,48,456.00 3,84,390.00
Balance C/F to Balance Sheet 1,75,59,850.22 1,40,70,152.63

2,23,82,228.14 1,93,88,449.43

Notes on accounts 23
Segment Reporting 24
EPS after tax 1.95 2.27
(Basic & Diluted) (Refer to Sch. – 23)

In accordance with our report of
even date attached herewith.

For N. C. Ganguli & Co.
Chartered Accountants

Sd/- Sd/- Sd/-
Kolkata, India (B. Hari) (S.V. Ramani) (A.K. Ganguli)
28th June, 2004  Managing Director Whole-time Director and Secretary Proprietor
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ONTRACK SYSTEMS LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at

31st March 2004 31st March 2003

(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 1

SHARE CAPITAL

Authorised:
10000000 Equity Shares of Rs.10/- each 10,00,00,000.00 10,00,00,000.00

Issued, subscribed & paid up:
5000200 Equity Shares of Rs.10/- each fully paid up. 5,00,02,000.00 5,00,02,000.00

5,00,02,000.00 5,00,02,000.00

SCHEDULE NO. 2

RESERVES & SURPLUS

Share Premium 4,91,19,300.00 4,91,19,300.00
General Reserves

As per last Balance Sheet 50,00,000.00 35,00,000.00
Add: Transferred from Profit and Loss A/c 4,70,000.00 15,00,000.00

54,70,000.00 50,00,000.00
Currency fluctuation reserve 14,92,712.80 —

Surplus in Profit & Loss  A/c 1,75,59,850.22 1,40,70,152.63

7,36,41,863.02 6,81,89,452.63

SCHEDULE NO. 3

SECURED LOAN

OCC limit with Indian Bank, Strand Road Branch 2,09,28,606.71 2,10,70,848.51
(On hypothecation of Stocks and Book Debts)

Term Loan with HDFC 28,63,919.00 37,92,477.00
(On hypothecation of Building)

2,37,92,525.71 2,48,63,325.51

SCHEDULE NO. 4

UNSECURED LOANS

Auto Loan — 1,05,829.10

Fixed Deposit 35,00,000.00 —

35,00,000.00 1,05,829.10

SCHEDULE NO. 5

Deferred Tax Liabilities 11,80,790.96 55,04,947.00
Less  : Deferred Tax Assets 63,668.66 43,24,156.04

11,17,122.30 11,80,790.96
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ONTRACK SYSTEMS LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at
31st March 2004 31st March 2003
(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 7

INVESTMENT (AT COST)
LONG TERM, TRADE (UNQUOTED)
IN FOREIGN HOLDINGS
Investment in Equity with Ontrack Systems Inc., USA
made by Ontrack Systems (UK) Ltd. 9,93,453.19 —
Investment in Equity with
PersonalMedic Limited 208.11 208.11
(3 Ordinary shares of £ 1 each fully paid up)

9,93,661.30 208.11
SCHEDULE NO. 8

STOCK-IN-TRADE AT COST
Work in progress (at cost) 82,98,450.00 65,26,910.00
Consumable and Spares (at cost) 10,67,747.60 9,45,213.00
Trading Stock (at cost) 35,78,120.00 50,39,476.76

1,29,44,317.60 1,25,11,599.76
SCHEDULE NO. 9

SUNDRY DEBTORS
(Unsecured considered good)
A. Debts outstanding for period of more than six months 91,15,857.20 1,98,85,283.00
B. Others 6,59,22,055.66 4,83,38,175.51

7,50,37,912.86 6,82,23,458.51
SCHEDULE NO. 10

CASH AND BANK BALANCE
Cash in hand 52,361.67 7,60,004.95
Balance with scheduled banks in
(i) Current A/c 70,466.13 64,020.32
(ii) Dividend A/c 1,070.00 1,070.00
(iii) Gratuity A/c 3,010.00 3,010.00
(iv) Fixed Deposit A/c 54,697.00 54,697.00
(v) EEFC A/c (£) 14,376.55 12,57,150.60
(vi) EEFC A/c ($) 54,324.28 31,112.50
(vii) Dividend Unpaid A/c 56,978.00 11,128.00
Interest accrued  on fixed deposit 13,092.00 13,092.00
Balance with other bank in Current A/c
ASAHI BANK, KANDA, JAPAN 21,441.36 59,157.56
(Maximum Balance held during the year Rs. 2,55,958.43 and
previous year Rs. 3,10,485.05)
HSBC - Harrow, UK 62,46,280.21 7,56,467.24
HSBC - Fujairah, UAE 3,00,250.00 3,17,500.00
Balance with other banks in Deposit A/c.
HSBC - Call Deposit 12,16,523.89 10,27,582.40

81,04,871.09 43,55,992.57
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ONTRACK SYSTEMS LIMITED

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at
31st March 2004 31st March 2003
(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 11
LOANS AND ADVANCES
(Unsecured considered good)
Advance Rent 65,000.00 81,380.00
Advance Income Tax and TDS 30,60,332.24 37,61,999.00
Advance to Staff 35,46,997.43 26,44,846.36
Other Advances 1,09,12,492.22 1,19,86,362.00
Prepaid Insurance 88,281.83 56,890.52
Prepaid Expenses 1,26,47,799.92 —
Deposit 21,03,558.87 7,47,696.87
Advance for Property 80,00,000.00 80,00,000.00
UNSECURED DOUBTFUL ADVANCES
Advance 18,60,000.00

4,22,84,462.51 2,72,79,174.75
SCHEDULE NO. 12
CURRENT LIABILITIES
SUNDRY CREDITORS
For Goods supplied 31,15,516.50 86,44,707.57
For Expenses 1,44,34,765.74 23,52,272.87
Unexpired service income 5,39,299.71 6,69,826.36
Dividend Un-paid A/c 56,978.00 11,128.00
Overdrawn - Bank balance 1,081.38 1,41,222.41
Advance from customers 3,40,971.59 3,58,500.00
Motor Car Payment 5,59,957.20 —

1,90,48,570.12 1,21,77,657.21

SCHEDULE NO. 13
PROVISIONS
Provisions for Tax 55,05,324.92 58,34,484.04
Proposed Dividend 39,03,921.92 34,33,906.80
Corporate Dividend Tax 4,48,456.00 3,84,390.00

98,57,702.84 96,52,780.84

SCHEDULE NO. 14
MISCELLANEOUS EXPENDITURE
Preliminary & Preoperative Exp. 19,77,845.00 29,66,767.00
Less : Written Off 1/5th 9,88,922.00 9,88,922.00

9,88,923.00 19,77,845.00
DEFERRED REVENUE EXPENDITURE
tendertimes.com Exp. — 14,54,147.00
India Development Centre 21,92,149.00 36,53,581.88
STP Subscription — 15,000.00
Brand Building — 3,23,871.00
IndiaOneStop.com 18,66,569.00 27,99,853.00
P.C. Ustaad.com 8,15,932.00 12,23,896.00

48,74,650.00 94,70,348.88
Less : Written off 1/3rd 28,02,682.00 45,95,698.88

20,71,968.00 48,74,650.00
30,60,891.00 68,52,495.00
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SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at
31st March 2004 31st March 2003
(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 15
SALES
Domestic 4,77,57,336.67 3,88,58,923.25
Export Sales 19,62,79,361.67 12,75,04,666.68

24,40,36,698.34 16,63,63,589.93
SCHEDULE NO. 16
OTHER INCOME
Income from Currency Fluctuation 4,41,571.34 12,06,346.41
Miscellaneous Receipts 37,607.00 5,993.33
Interest Received 8,44,052.98 6,31,623.26
Dividend from WOS (UK) 4,49,998.80 —

17,73,230.12 18,43,963.00
SCHEDULE NO. 17
(INCREASE)/DECREASE IN STOCK (W.I.P.)
Opening Stock : 65,26,910.00 50,00,000.00
Closing Stock : 82,98,450.00 65,26,910.00

(Increase)/Decrease in stock (17,71,540.00) (15,26,910.00)

SCHEDULE NO. 18
COST OF PURCHASE
Opening Stock 50,39,476.76 56,91,936.59
Add : Purchases 3,62,03,421.18 2,22,11,440.23

4,12,42,897.94 2,79,03,376.82
Less : Closing Stock 35,78,120.00 50,39,476.76

3,76,64,777.94 2,28,63,900.06
SCHEDULE NO. 19
CONSUMPTION OF CONSUMABLE STORES
Opening Stock 9,45,213.00 4,61,679.71
Add : Purchases 15,95,152.85 15,55,814.07

25,40,365.85 20,17,493.78
Less : Closing Stock 10,67,747.60 9,45,213.00

14,72,618.25 10,72,280.78
SCHEDULE NO. 20
OPERATING EXPENSES
Salaries, Incentives and Bonus 1,71,44,103.19 94,85,822.29
Contribution to Provident Fund 9,87,386.50 6,29,414.00
Contribution to E.S.I 1,78,440.00 1,25,133.00
Contribution to Group Gratuity 1,03,901.00 1,13,660.00
Electricity Expenses 10,64,250.50 6,73,222.00
Professional and Consultancy Charges 78,97,537.80 42,78,447.35
Repairs to Machinery 8,89,772.35 8,87,312.50
Insurance Premium 1,10,828.69 1,27,043.48
Hire Charges 84,243.00 2,34,245.00
Expenses for UAE office 71,29,068.72 1,92,088.17
Operative Expenses for WOS-UK 9,09,28,408.41 5,92,13,006.46

12,65,17,940.16 7,59,59,394.25
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SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND
PROFIT & LOSS ACCOUNT (...CONTD.)

As at As at

31st March 2004 31st March 2003

(Amount in Rs.) (Amount in Rs.)

SCHEDULE NO. 21

ADMINISTRATIVE EXPENSES

Administrative Expenses for WOS–UK 2,76,99,518.94 1,60,90,068.90

Directors’ Remuneration 72,87,356.29 39,62,837.28

Rent 5,47,361.46 3,79,060.00

Rates and Taxes 3,63,911.14 2,27,482.00

Discount Allowed 5,100.00 6,500.00

Travelling and Conveyance Expenses 49,22,304.97 32,46,275.97

Postage, Telephone and Telegram 20,94,130.75 18,61,421.37

Printing & Stationary 6,04,088.75 3,33,491.19

Business Promotion 6,46,151.08 7,13,484.04

Books and Periodicals 47,087.00 1,17,916.47

Advertisement and Publicity 2,52,753.00 1,91,679.00

Sundry Subscription 19,582.00 16,520.00

Office Expenses 2,73,728.48 2,09,154.51

Remuneration to Auditors 3,68,430.00 1,29,600.00

Commission Paid 20,47,375.00 —

Staff Recruitment Expenses 86,520.00 14,212.00

Staff Training Expenses 2,45,878.00 —

Sundry Balance w/o — 1,73,711.00

Staff Welfare Expenses 7,61,632.69 4,80,422.51

Other Charges 5,81,406.98 5,12,258.39

Loss on Sale of Assets 23,525.64 —

4,88,77,842.17 2,86,66,094.63

SCHEDULE NO. 22

FINANCE CHARGES

Interest 35,73,877.82 30,90,846.00

Bank Charges 13,34,087.98 7,70,263.63

49,07,965.80 38,61,109.63
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CONSOLIDATED CASH FLOW STATEMENTS
FOR THE YEAR ENDED 31ST MARCH, 2004

 31.03.2004 31.03.2003
(Amount in Rs.) (Amount in Rs.)

A. Cash flow from operating activities
Net profit before tax and extraordinary items 98,74,176.00 1,78,33,952.00
Adjustment for:
– depreciation 1,44,74,544.00 1,38,93,110.00
– amortisation of deferred revenue expenditure 37,91,604.00 55,84,621.00
– interest paid 49,07,966.00 38,61,110.00
– other income (12,62,368.00) (7,93,490.00)
– Share fluctuation Profit (Unrealised Gain) 14,92,713.00 1,61,867.00
– Profit/Loss on sale of assets 23,526.00 —
Operating profit before working capital changes 3,33,02,161.00 4,05,41,170.00
Adjustment for:
– sundry debtors (increase)/decrease (68,14,454.00) (1,66,19,759.00)
– stock in trade (increase)/decrease (4,32,718.00) (13,57,984.00)
– loans & advances (increase)/decrease (1,57,06,956.00) (9,39,406.00)
– current liabilities (decrease)/increase 69,65,204.00 5,53,888.00

1,73,13,237.00 2,21,77,909.00

Cash generated from operations
Interest paid 49,07,966.00 38,61,110.00
Direct tax paid (net of refund) 12,53,261.00 14,27,479.00
Net cash from operating activities 1,11,52,010.00 1,68,89,320.00

B. Cash flow from investing activities
Purchase of Fixed Assets (60,84,930.00) (1,86,09,526.00)
Sale of Fixed Assets 2,100.00 —
Purchase of Investment (9,93,453.00) (208.00)
Dividend on Share (Subsidiary) 4,49,999.00 —
Interest Received 8,12,369.00 6,31,623.00
Net cash used in investing activities (58,13,915.00) (1,79,78,111.00)

C. Cash flow from financing activities
Proceeds from borrowings
Long term (10,70,800.00) 49,92,643.00
Short term 33,94,171.00 (10,69,171.00)
Dividend paid (37,72,447.00) (24,88,972.00)
Net cash used in financing activities (14,49,076.00) 14,34,500.00
Net increase/(decrease) in cash & cash equivalents (A+B+C) 38,89,019.00 3,45,709.00
Cash & cash equivalents - opening balance 42,14,771.00 38,69,062.00
Cash & cash equivalents - closing balance 81,03,790.00 42,14,771.00

Notes: Cash and cash equivalents consists of cash in hand and balance and short term deposits with Bank including overdrawn balance
of bank, which are freely encashable.

Cash and cash equivalents included in the cash flow statement comprise of the following balance sheet Amount

Year ended Year ended
31.03.2004 31.03.2003

Cash & Cash Equivalents 66,11,077.00 40,52,904

Profit on Exchange fluctuation (unrealised gain) 14,92,713.00 1,61,867.00

Cash and Cash Equivalent as restated 81,03,790.00 42,14,771.00

As per our report of even date attached herewith
For N. C. Ganguli & Co.

Chartered Accountant

Sd/- Sd/- Sd/-
Kolkata, India (B. Hari) (S. V. Ramani) (A. K. Ganguli)
28th June 2004 Managing Director Whole-time Director and Secretary Proprietor

48

CONSOLIDATED FINANCIAL STATEMENT



ONTRACK SYSTEMS LIMITED

SCHEDULE NO. 23

Notes to Consolidated Financial Statement

OVERVIEW
Ontrack Systems Limited (OSL), together with its subsidiaries
Ontrack Systems (UK) Ltd. and Ontrack Systems (UAE) Ltd.
is a provider of IT services globally. The Company has an
established line of business in UK and UAE which mainly deals
with computer software development both onsite and offshore.
The Company is headquartered in India.

OSL is founded to provide Information Technology (IT)
solutions, IT consulting, Development services globally,
enhancing competitive advantage of its customers. The
Company also provides both onsite as well as offshore services
in the area of Internet, migration projects, data warehousing,
e-commerce and web-based solutions amongst others.

The company has started a Joint Venture with
PersonalMedic Limited at UK but due to non-availability of
the accounts, Accounting Standard 27 of ICAI could not be
furnished in consolidated accounts, except investment in
said JV.

Ontrack Systems Inc., USA is step down subsidiary of
Ontrack Systems (UK) Limited which has not been
completed one year full operations and such consolidated
financial results figures will be considered for the period
ending on 31.03.2005 as stated by management.

BASIS OF PREPARING THE FINANCIAL STATEMENTS
The accompanying financial statement for the fiscal period
which begins on 1st April 2003 and ends on 31st March,
2004 have been prepared incorporating Accounting Policies
of the parent company under the historical cost convention,
in compliance with Indian Generally Accepted Accounting
Practices (“GAAP”) comprises with mandatory and relevant
Accounting Standards (AS) issued by the Institute of
Chartered Accountants of India (“ICAI”) and in compliance
with the provisions of Companies Act, 1956.

Consolidated Financial Statements does not include inter
companies sales (service charges) and payment of service
charges, inter company debtors, creditors, advance and
investment in paid-up capital. During the year under audit,
Ontrack Systems (UK) Ltd. has invested in its step down
subsidiary at USA a sum  of £ 12,479 i.e. INR 9,93,453 as per
audited Balance Sheet of OSL (UK).

At the time of consolidation of Profit & Loss account the
Company has clubbed each group of expenses of subsidiaries
under the same group of expenses of Holding Company
(OSL), except salaries, professional service charges,
remuneration to Directors and Auditors. Mr. B. Hari is
Managing Director of parent company and also Director of
OSL (UK) and has drawn remuneration from both the
Companies.

At the time of consolidation of Balance Sheet the Company
has followed strictly line by line consolidation. The dividend
of subsidiary which has been received by the parent company
during this period but the said subsidiary has shown the same
under Sundry Creditor in the year 2002-03. In case of
provision for taxation of previous year, OSL (UK) has taken
provisions for taxation net of advance tax.

USE OF ESTIMATES

The Consolidated Financial Statements include the accounts
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of the Company and its Subsidiary Company. The preparation
of Consolidated Financial Statements requires Management
to make estimate and assumptions that affect the reported
amounts of assets and liabilities, revenues and expenditure
and disclosure of contingent liabilities. Although these
estimates are based on the Management’s best knowledge of
current events and the actions the Company may undertake
in future, actual result ultimately may differ from the estimates.

FOREIGN CURRENCY TRANSACTIONS
Foreign currency transactions denominated in foreign
currencies are normally recorded at the exchange rate
prevailing at the time of the transaction.

Monetary items denominated in foreign currencies at the year-
end and not covered by forward exchange contracts are
translated at year end rates. Non monetary foreign currency
items are carried at historical cost, except new investment
and addition to fixed asset in subsidiary have been made at
year end rate. The entire effect has been transferred to
unrealised gain on Currency Fluctuation, to the extent of
Rs. 14,92,713/- corresponding to Rs. 1,61,867/- for the
previous year. The said unrealised gain of currency fluctuation
is transferred to currency fluctuation reserve under the group
“Reserve & Surplus” in Balance Sheet as per Management
Accounting policy adopted during the year.

TAXES ON INCOME

Provision for the year ended 31.3.2004

Current Taxes: Amount in Rs.

Domestic 10,00,000
Foreign 9,05,338

Deferred Taxes (DTA/DTL) Amount (Rs.)

Domestic (DTA) 2,46,294
Foreign (DTL) 1,82,625

Current Year Previous Year

Deferred Tax Liabilities (DTL)
Domestic 9,07,301 11,53,595
Foreign 2,09,821 27,196

SEGMENT REPORTING POLICIES

The Company is providing services globally. The Company’s
operating businesses are originated mainly from Foreign
source. The Management’s perception is that this percentage
will be increased to more than 60% in next year and it will be
gradually increased. The services within a particular economic
environment has typical risks and returns that are different
from those components operating in other economic
environments. The geographical segments have been identified
on the basis of location of the major customers of the Company.
The geographical segments are Europe, USA & Other
Countries and Domestic. These geographical places represent
a strategic business unit that offers different places as unit
having different risk and returns.
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INTER-SEGMENT TRANSFERS
Inter-segment sales and transfers, if any, are accounted for as
if the sales or transfers were to third parties at current market
prices.

CONSOLIDATED RELATED PARTY TRANSACTIONS
During the year the Company has transactions with its subsidiary
Ontrack Systems (UK) Ltd., UK and Ontrack Systems (UAE)
Ltd. at UAE. The other companies having some transactions
were Cosmat Investments Pvt. Ltd., Venus Barter Pvt. Ltd.,
Ginvani Merchants Pvt. Ltd.

B. Hari is Director in its Subsidiary Ontrack Systems (UK)
Ltd., Ontrack Systems (UAE) Ltd.  and Manik Dey is a Director
of Ontrack Systems (UK) Ltd.

Key Managerial Personnel : G. Anand and Sushil Prasad.

SUMMARY OF THE TRANSACTIONS WITH THE ABOVE
RELATED PARTY
Total sales, debtors, investment, dividend received and
advance paid to subsidiary and group company under same
Management are Rs. 16,71,61,681/- (Rs. 11,22,04,379/-),
Rs. 2,39,33,321/- (Rs. 76,24,644/-), Rs. 64,57,084/-
(Rs. 80,30,051/-), Rs. 4,49,999/- (Nil) and Rs. 5,04,365/-
(Nil) respectively. The figures of the previous year have been
given in brackets.

Closing Balance of Loan given and Interest received
Rs. 72,58,411/- (Rs. 61,06,877/-), Rs. 6,48,971/-
(Rs. 4,77,563/-) and remuneration to Key Management Per-
sonnel and Directors are Rs. 78,97,596/- (Rs. 43,81,277/-).
The figures of the previous year have been given in brackets.

SEGMENT INFORMATION FOR THE YEAR ENDED 31ST MARCH 2004

Primary Segment Reporting Geographical Segment

CONSOLIDATED SEGMENT-WISE REVENUE RESULTS (Amount in Rs.)

PARTICULARS DOMESTIC EUROPE USA & OTHERS TOTAL

Revenue (Excluding Intersegment) 4,77,57,337 17,88,89,030 1,73,90,331 24,40,36,698
(3,88,58,923) (11,44,19,343) (1,30,85,324) (16,63,63,590)

Direct & Allocated Cost 4,50,92,337 14,38,30,030 1,48,71,846 20,37,94,213
(3,29,26,817) (7,86,33,089) (87,20,388) (12,02,80,294)

Profit before interest & depreciation 26,65,013 3,50,59,114 25,18,358 4,02,42,485
(59,32,106) (3,57,86,254) (43,64,936) (4,60,83,296)

Finance Charges (Net) 31,34,735
(20,17,147)

Depreciation 1,44,74,543
(1,38,93,110)

Unallocated Expenses 1,27,59,031
(1,59,58,087)

Profit before tax 98,74,176
(1,42,14,952)

Provision for tax (NET) 15,62,100
(14,46,282)

Profit after tax 83,12,076
(1,56,61,234)

Capital Employed 11,90,90,261
(11,13,38,958)

Notes : The figures of the previous year are shown in brackets
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UNALLOCATED ITEMS
General Income and Expenses items, which are not allocable
to any specific geographical segment, are classified as
unallocated revenue and expenditure respectively. This
Expense includes Depreciation, Deferred Revenue
Expenditure W/o, Finance Charges, expenses in extraordinary
nature and other unallocated expenses of Administrative and
Operating Expenses and Income includes Other Income which
is shown as Net of Finance Charges.

CAPITAL EMPLOYED
The Segment-wise apportionment of Capital is not disclosed
since Capital is used as a whole for the Company, but excluding
currency fluctuation results which is unrealised gain.

EARNINGS PER SHARE
Earnings Per Share is calculated by dividing the profit
(Numerator) attributable to the equity shareholders by the
number of equity shares (Denominator) as under:

Current Year Previous Year

Profit after tax before
deferred tax assets 97,41,120 1,13,37,078
No. of Equity Share 50,00,200 50,00,200
Basic and diluted earning
per share (in Rs.) 1.95 2.27
Nominal value per share (in Rs.) 10/- 10/-

Net profit has been increased by currency fluctuation reserve
of Rs. 14,92,713/- for comparison of EPS.

The Company has mentioned same accounting policy as made
in previous year as also its parent company.
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The Directors present their report and the financial statements for the year ended 31st March 2004.

PRINCIPAL ACTIVITY

The principal activity of the Company during the period under review was that of sales & marketing of software consultancy services.

DIRECTORS AND THEIR INTERESTS

The Directors who served during the year and their interests in the Company are as stated below:

Ordinary shares

31.03.04 01.04.03

Mr. B. Hari – –

Mr. M. Dey – –

DIRECTORS’ RESPONSIBILITIES

Company law requires the Directors to prepare financial statements for each financial year which give a true and fair view of the
state of the affairs of the Company and of the Profit or Loss of the Company for that year. In preparing these the Directors are
required to:

select suitable accounting policies and apply them consistently;

make judgements and estimates that are reasonable and prudent;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will
continue in business.

The Director’s are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the
financial position of the Company and to enable them to ensure that the financial statements comply with the Companies Act
1985. They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

AUDITORS

In accordance with Section 385 of the Companies Act 1985, a resolution proposing that Macilvin Moore Reveres LLP be reappointed
as Auditors of the Company will be put to the Annual General Meeting.

This report is prepared in accordance with the special provisions of Part VII of the Companies Act 1985 relating to small
companies.

This report was approved by the Board on 21st June 2004 and signed on its behalf by

Sd/-
M. Dey
Director
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ONTRACK SYSTEMS (UK) LTD.

Macilvin Moore Reveres LLP
Registered Auditors

Regd. Office :
7, St. John’s Road, Harrow
Middlesex, HA1 2EY
Phone : 020 8863 1234
Fax : 020 8863 1123To

The Shareholders

We have audited the financial statements of Ontrack Systems (UK) Ltd. for the year ended 31st March 2004 which comprise the profit and
loss account, the balance sheet and the related notes. These financial statements have been prepared in accordance with the Financial
Reporting Standard for Smaller Entities (effective June 2002), under the historical cost convention and the accounting policies set out
therein.

This report is made solely to the Company’s shareholders, as a body, in accordance with Section 235 of the Companies Act 1985. Our audit
work has been undertaken so that we might state to the Company’s shareholders those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Company and the Company’s shareholders as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and Auditors

As described in the statement of Directors’ responsibilities the Company’s Directors are responsible for the preparation of the financial
statements in accordance with applicable law and United Kingdom Accounting Standards.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and United Kingdom
Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in accordance with
the Companies Act, 1985. We also report to you if, in our opinion, the Directors’ report is not consistent with the financial statements, if
the company has not kept proper accounting records, if we have not received all the information and explanations we require for our
audit, or if information specified by law regarding Directors’ remuneration and transactions with the Company is not disclosed.

We read the Directors’ report and consider the implications for our report if we become aware of any apparent misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also includes an assessment
of the significant estimates and judgements made by the Directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered  necessary in order to
provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation
of information in the financial statements.

Qualified opinion arising from disagreement about accounting treatment

Included in the debtors shown on the Balance Sheet is an amount of £ 95,800 for deferred expenses. These expenses are the start up costs
of a new structure and customer technical support unit which have been capitalised by the Company and will be written over a period of
2-3 years. This policy is adopted by the parent company. In our opinion, start up costs that do not meet the criteria for recognition as assets
under a relevant accounting standard should be recognised as expenses in the period in which they are incurred. Such treatment would
have no effect in the profit and loss account since all expenses are re-charged to the parent Company. However, the amount due to parent
company shown under creditors will be reduced by the same amount.

With the exception of the above, in our opinion the financial statements give a true and  fair view of the state of the Company’s
affairs as at 31st March 2004 and of its profit for the year that ended and have been properly prepared in accordance with the
Companies Act 1985.

Macilvin Moore Reveres LLP
Chartered Accountants &
Registered Auditors

        –Sd/–
Shailesh Patel
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PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 31ST MARCH 2004

BALANCE SHEET
AS AT 31ST MARCH 2004
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2004 2003
Notes £ £

Turnover 2,213,119 1,453,617
Cost of sales 2 (21,09,693) (1,381,236)

Gross profit 1,03,426 72,381
Administrative expenses (4,08,281) (275,100)
Other operating income 3,68,154 275,099

Operating profit 3 63,299 72,380
Other interest receivable and similar income 1,191 298
Interest payable and similar charges (108) —

Profit on ordinary activities before taxation 64,382 72,678
Tax on profit on ordinary activities 5 (13,666) (14,750)

Profit on ordinary activities after taxation 50,716 57,928
Dividends 6 (5,072) (5,790)

Retained profit for the year 45,644 52,138
Retained profit brought forward 71,663 19,525

Retained profit carried forward 1,17,307 71,663

2004 2003
Notes     £   £ £ £

Fixed Assets
Tangible Assets 6 30,535 1,815
Investment 7 12,479 —

43,014 1,815
Current Assets
Debtors 8 4,81,312 3,71,236
Cash at bank and in hand 78,461 10,097

5,59,773 3,81,333

Creditors : amounts falling
due within one year 9 (3,07,823) (2,16,122)

Net Current Assets 2,51,950 1,65,211

Total Assets less Current Liabilities 2,94,964 1,67,026
Provisions for Liabilities and Charges 10 (2,657) (363)

Net assets 2,92,307 1,66,663
Capital and Reserves
Called up Share Capital 12 1,75,000 95,000
Profit and Loss Account 1,17,307 71,663

Shareholders’ Funds 2,92,307 1,66,663

The financial statements are prepared in accordance with the special provisions of Part VII of the Companies Act 1985 relating to
small companies and in accordance with the Financial Reporting Standard for Smaller Entities (effective June 2002).

The financial statements were approved by the Board on 21st June 2004 and signed on its behalf by

–Sd/–
Mr. M. Dey
Director
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NOTES TO THE FINANCIAL STATEMENT
FOR THE YEAR ENDED 31.03.2004

SUBSIDIARIES ANNUAL ACCOUNTS

1. ACCOUNTING POLICIES

1.1 Accounting convention
The financial statements are prepared under the historical
cost convention and in accordance with the Financial
Reporting Standard for Smaller Entities (effective June
2002)

1.2 Turnover
Turnover represents the total invoice value, excluding value
added tax, of services provided during the year.

1.3 Tangible Fixed Assets and Depreciation

Depreciation is provided at rates calculated to write off the
cost less residual value of each asset over its expected useful
life, as follows:
Fixtures, Fittings
and Equipment – 15% on cost
Equipment – 33% on cost

1.4 Investments
Fixed asset investments are stated at cost less provision for
diminution in value.

1.5 Deferred Taxation
The Company adopted Financial Reporting Standard 19
“Deferred Taxation” (FRS 19) during the financial year.

Full provision is made for Deferred Taxation on all timing
differences which have arisen but have not reversed at the
Balance Sheet date.

Prior to the adoption of FRS 19, the Company provided for
Deferred Taxation only to the extent that timing differences
were expected to materialise in the foreseeable future.

Deferred tax is provided in respect of the tax effect of all
timing differences, to the extent that it is probable that a
liability or asset will crystallise in the foreseeable future, at
the rates of tax expected to apply when the timing
differences reverse.

1.6 Foreign Currencies
Monetary assets and liabilities denominated in foreign
currencies are translated into sterling at the rates of exchange
prevailing at the accounting date. Transactions in foreign
currencies are recorded at the date of the transactions. All
differences are taken to the Profit and Loss account.

1.7 Start up Costs
Start up costs of enduring nature are capitalised and
amortised over the periods from which the company is
expected to benefit.

This is a departure from UK accounting standards which
required start up costs to written off in the period in which
they are incurred. This departure is to bring the Company’s
accounting policies in line with the group policy.

1.8 Group accounts
The Company is entitled to the exemption under Section
248 of the Companies Act 1985 from the obligation to
prepare group accounts.

2. TURNOVER
The total turnover of the Company for the year has been
derived from its principal activity wholly undertaken in
the UK.

3. OPERATING PROFIT

2004 2003
£ £

Operating profit is stated after charging:
Depreciation and other amounts
Written off Tangible Assets 4,903 908
Auditors’ Remuneration 3,000 2,900
and after crediting Profit
on foreign currencies — (37)

4. DIRECTORS’ EMOLUMENTS

2004 2003
£ £

Remuneration and other benefits 71,189 43,284

5. TAX ON PROFIT ON ORDINARY ACTIVITIES

2004 2003
£ £

Analysis of charge in period
Current Tax
UK Corporation Tax 11,372 14,387
Total Current Tax 11,372 14,387
Deferred Tax
Timing differences, origination and reversal 2,294 363
Total Deferred Tax 2,294 363
Tax on profit on ordinary activities 13,666 14,750

6. TANGIBLE FIXED ASSETS

Fixture,
fittings and Computer
equipment equipment Total

£ £ £

Cost
At 1st April, 2003 — 2,723 2,723
Additions 27,586 6,037 33,623

At 31st March, 2004 27,586 8,760 36,346
Depreciation
At 1st April, 2003 — 908 908
Charge for the year 2,013 2,890 4,903

At 31st March 2004 2,013 3,798 5,811
Net book values
At 31st March 2004 25,573 4,962 30,535

At 31st March 2003 — 1,815 1,815

7. FIXED ASSETS INVESTMENTS

2004 2003
Subsidiary Subsidiary

undertakings undertakings
shares shares

£ £

Cost
Addition 12,479 —
At 31st March 2004 12,479 —
Net Book values
At 31st March 2004 12,479 —
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12. SHARE CAPITAL

2004 2003
£ £

Authorised

10,000,000 Ordinary shares of
10 pence each 10,00,000 10,00,000

Allotted, called up and fully paid

17,50,000 Ordinary shares of
10 pence each 1,75,000 95,000

During the year 8,00,000 fully paid up shares were issued at par
to strengthen the Company’s Capital base.

13. RELATED PARTY TRANSACTIONS

The Company is a wholly owned subsidiary and acts as agent
of Ontrack Systems Limited, a Company incorporated in India.
Under an agreement between the two Companies, Ontrack
Systems (UK) Limited will keep 5% of the net sales as their
commission and will recharge all the fixed and variable costs
to Ontrack Systems Limited.

During the year Ontrack Systems (UK) Limited paid net
consultancy charges of £ 9,35,810 (£ 5,74,289) to Ontrack
Systems Limited and made a reimbursement charge of £
3,68,154 (£ 2,75,099) to Ontrack Systems Limited. The
balance owed to Ontrack Systems Limited as at 31st March
2004 was £ 1,86,055 (£ 80,458) and is shown under amounts
due to parent undertaking. Figures of the previous year have
been shown in the brackets.

The Company also paid consultancy fees of £ 26,021
(£ 30,000) to Ontrack Systems (UAE) Limited, a Company
incorporated in the United Arab Emirates. The balance
outstanding at 31st March 2004 was £35,000
(£ 25,500) and is shown under amounts owned by other
group undertakings.

Mr. B. Hari, a Director of the company, is a Director and
shareholder in the parent company, Ontrack Systems Limited.

Mr. M. Dey, a Director of the company, is a shareholder in the
parent company.

14. ULTIMATE PARENT UNDERTAKING

The Company is a wholly owned subsidiary of Ontrack
Systems Limited, a Public Limited Company incorporated in
India.
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8. DEBTORS

2004 2003
£ £

Trade Debtors 1,23,104 3,63,386

Amounts owed by group undertaking 35,000 —

Other debtors 1,64,336 7,850

Prepayments and accrued income 1,58,872 —

4,81,312 3,71,236

9. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2004 2003
£ £

Trade Creditors 34,123 24,677
Amounts owed to other group undertaking — 25,500
Amounts owed to
connected companies 1,86,055 80,458
Corporation tax 11,372 14,387
Other Taxes and social
security costs 70,967 67,264
Other Creditors 2,306 936
Accruals and Deferred Income 3,000 2,900

3,07,823 2,16,122

10. PROVISIONS FOR LIABILITIES AND CHARGES

2004 2003
Deferred Deferred
taxation taxation

£ £

At 1st April 2003

Movements in the year 363 —

At 31st March 2004 2,294 363

2,657 363

11. PROVISION FOR DEFERRED TAXATION

2004 2003
£ £

Accelerated Capital Allowances 2,657 363

Provision at 1st April 2003 363 —
Deferred Tax charge in
Profit and Loss account 2,294 363

Provision at 31st March 2004 2,657 363
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 31ST MARCH 2004
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2004 2003
Reconciliation of operating profit to net £   £

Cash inflow from operating activities

Operating profit before tax 64,382 72,678

Depreciation 4,903 908

(Increase) in Debtors (1,10,076) (2,58,251)

Increase in Creditors 89,644 83,145

Payment of Corporation Tax (14,387) (3,830)

Net cash inflow from operating activities 34,466 (1,05,350)

CASH FLOW STATEMENT

Net cash inflow from operating activities 34,466 (1,05,350)

Financing 80,000 85,000

Purchase of Tangible Assets (33,623) (2,723)

Investment (12,479) —

Increase/ (Decrease) in cash in the period 68,364 (23,073)

Reconciliation of net cash flow to movement in net funds

Opening Cash & Bank Balances 10,097 33,170

Increase / (Decrease) in cash in the year 68,364 (23,073)

Closing Cash & Bank Balances 78,461 10,097
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INDEPENDENT AUDITORS’ REPORT

To

The Shareholder,
Ontrack Systems (UAE) Limited FZE
P.O. Box 3153
Fujairah – United Arab Emirates

We have audited the accompanying Balance Sheet of Ontrack Systems (UAE) Limited FZE (the Establishment) as at March 31, 2004
and the related statements of income, changes in shareholder’s equity and cash flows for the year that ended. These financial statements
are the responsibility of the Establishment’s management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with International Standards on Auditing.  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 the management, as well as evaluating the overall financial statement
presentation.  We believe that our audit provides a reasonable basis for our opinion.

In the above paragraph, in our opinion, the financial statements present fairly, in all material respects, the financial position of Ontrack
Systems (UAE) Limited FZE as at March 31, 2004, and the result of its operations and its cash flows for the year that ended, in
conformity with International Accounting Standards.

Place : Dubai –Sd/–
Date : 15th June, 2004 HAMT & ASSOCIATES

  Chartered Accountants

BALANCE SHEET
AS AT 31ST MARCH, 2004

(In Arab Emirates Dirhams)

Year ended Year ended
Notes  March 31, 2004 March 31, 2003

Assets
Current Assets
Bank Balances 1,26,292 1,05,912
Trade and Other Receivables 3 12,03,000 6,100
Due from related party 4 — 1,74,007
Total Current Assets 13,29,292 2,86,019
Non-current Assets
Property and Equipment 5 35,686 48,818
Total Non-current Assets  35,686 48,818
Total Assets 13,64,978 3,34,837
Liabilities and Shareholder’s Equity
Current Liabilities
Trade Payables — 1,78,581
Other Payable 6 53,676 13,432
Due to related parties 4 11,27,590 —
Obligation under finance Leases-current portion 7 — 8,333
Total Current Liabilities 11,81,266 2,00,346
Total Liabilities 11,81,266 2,00,346
Shareholder’s Equity
Share Capital 8 1,50,000 1,22,724
Retained Earnings  33,712 11,767
Total Shareholder’s Equity 1,83,712 1,34,491
Total Liabilities and Shareholder’s Equity 13,64,978 3,34,837

The accompanying notes form an integral part of these financial statements.

Place : Dubai     –Sd/–
Date : 15th June, 2004 B Hari

  Director
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(In Arab Emirates Dirhams)

Notes Year ended Year ended
March 31,2004 to March 31,2003

Revenue 16,35,477 1,160,442

Cost of sales 9 (12,19,338) (9,03,265)

Gross Profit 4,16,139 2,57,177

Other Income 169 253

General and Administrative Expenses 10 (3,94,363) (2,45,663)

Net Profit for the year / period     21,945 11,767

The accompanying notes form an integral part of these financial statements.

(In Arab Emirates Dirhams)

Share capital Retained Total
earnings

Capital introduced 1,22,724 — 1,22,724

Net profit for the period — 11,767 11,767

Balance at 31st March, 2003 1,22,724 11,767 1,34,491

Additional capital introduced 27,276 — 27,276

Net profit for the year — 21,945 21,945

Balance at 31st March, 2004 1,50,000 33,712 1,83,712

The accompanying notes form an integral part of these financial statements.

Place : Dubai –Sd/– –Sd/–
Date : 15th June, 2004 HAMT & ASSOCIATES B Hari

Chartered Accountants Director

STATEMENT OF INCOME
FOR THE YEAR ENDED 31ST MARCH , 2004

STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY
FOR THE YEAR ENDED 31ST MARCH , 2004
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1. ESTABLISHMENT AND OPERATIONS

Ontrack Systems (UAE) Limited FZE was registered with the Fujairah Free Zone Authority, Fujairah – UAE on August 12, 2002 as a
Free Zone Establishment. The authorised share capital of the Establishment is:

Sl. No. Shareholders Nation Shares Amount %
AED

1 Ontrack Systems Limited India 1,50,000 1,50,000 100

Total 1,50,000 1,50,000 100

The address of the registered office of the Establishment is P.O.Box 3153, Fujairah, United Arab Emirates.
The principal activity of the Establishment is Communication & information technology.
At March 31, 2004 the Establishment employed 3 staff (3 staff at March 31, 2003).

2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS
The financial statements have been prepared in accordance with International Accounting Standard  (IAS). These financial statements
are presented in Arab Emirates Dirhams (AED) since that is the currency in which majority of the transactions are denominated. The
financial statements have been  prepared on the historical cost basis. Following is a summary of the significant accounting policies
adopted.

Revenue recognition
Income from sales is recognized when goods are delivered and title is passed.

Provision for employees’ end of service indemnity

Provision for employees’ end of service indemnity is accounted on cash basis.

Property and Equipment
Property and equipment are carried at cost, less accumulated depreciation and any identified impairment loss.
Property and equipment are depreciated using straight line method over the expected useful lives of the assets concerned. The rates
of depreciation adopted are:

Furniture 20%
Vehicles 25%
Equipment 20%
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(In Arab Emirates Dirhams)

Year ended Year ended
March 31,2004 March 31,2003

Cash flows from operating activities
Net Profit for the period 21,945 11,767
Adjustment for:
Depreciation        13,132 7,865
Operating cash flows before movements in Working Capital 35,077 19,632
Increase in trade and other receivables (11,96,900) (6,100)
Decrease /(increase) in due from related parties 1,74,007 (1,74,007)
(Decrease)/increase in trade payables (1,78,581)    178,581
Increase in other payables       40,244      13,432
Increase in due to related parties   11,27,590              —
Net cash (used in)/generated from operating activities 1,437      31,538
Cash flow from investing activities
Purchase of Property and Equipment — (56,683)
Net cash used in investing activities — (56,683)
Cash flows from financing activities
Receipts under finance lease — 20,000
Repayment under finance lease (8,333) (11,667)
Additional Capital introduced 27,276 1,22,724
Net cash generated from financing activities 18,943 1,31,057
Net increase in cash and cash equivalents 20,380 1,05,912
Cash and cash equivalents at the beginning of year/period 1,05,912 —
Cash and cash equivalents at the end of period 1,26,292 1,05,912

The accompanying notes form an integral part of these financial statements.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST MARCH , 2004

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31ST MARCH, 2004
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NOTES TO THE FINANCIAL STATEMENTS (...CONTD.)
Impairment

At each Balance Sheet date, the Establishment reviews the carrying amounts of its assets to determine whether there is any indication
that those assets have suffered any impairment loss. The loss, if any, is recognized on the date of impairment.

Financial Instruments
Trade Receivables

Trade Receivables are stated at their nominal value as reduced by appropriate allowance for estimated doubtful amounts.

Trade Payables

Trade payables are stated at their nominal value.

Provisions

Provisions are recognized when the Establishment has a present obligation as a result of a past event which is probable and will result
in an outflow of economic benefits that can be reasonably estimated.

Foreign Currencies

Transactions denominated in Foreign Currencies are initially recorded at the rates of exchange prevailing on the dates of  transactions.
Monetary Assets and Liabilities arising in Foreign Currencies are converted into Arab Emirates Dirham at the rates of exchange
prevailing on Balance Sheet date and profit or loss arising thereon is charged to statement of income.

Cash and Cash Equivalents

For the purpose of cash flow statement, cash and cash equivalents consist of cash on hand, current account, demand and time deposit
with the banks, with an original maturity of three months or less at the date of placement, free of encumbrances.

3. Trade and other receivables

March 31,2004 March 31, 2003
AED AED

Trade receivables 12,03,000 —
Prepayments — 6,100

12,03,000 6,100

4. Related party transactions

The Establishment enters into transactions with Establishment that fall within the definition of a related party as contained in
International Accounting Standard 24. Related parties comprise Establishment under common ownership and /or common
management and control and key management personnel.
During the year the Establishment entered into the following transactions with related parties.

Year ended Year ended
March 31,2004 March 31, 2003

AED AED

Advance received 3,34,326 —
Net financial transaction 7,93,264 —
Sales 1,72,487 11,09,700
Purchases 7,46,787    7,44,600

The above transactions were in the normal course of the business.

5. Property and Equipment

Furniture Vehicles Office Equipment Total
AED AED AED AED

Cost as at April 1,2003 3,909 35,900 16,874 56,683
Additions — — — —
As at March 31,2004 3,909 35,900 16,874 56,683
Depreciation as at April 1, 2003 521 5,235 2,109 7,865
For the year    782   8,975   3,375 13,132

As at March 31, 2004 1,303 14,210   5,484 20,997

Net book value as at March 31,2004 2,606 21,690 11,390 35,686

As at March 31, 2003 3,388 30,665 14,765 48,818
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NOTES TO THE FINANCIAL STATEMENTS (...CONTD.)
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10. GENERAL AND ADMINISTRATIVE EXPENSES

Year ended Year ended
March 31, 2004  March 31, 2003

AED AED

Salaries and allowances 1,92,096 30,000
Rent 48,450 —
Depreciation 13,132 7,865
Operating expenses 29,861 1,35,737
Maintenance expenses 4,110 54,000
Telecommunications 2,867 4,200
Finance charges 860 761
Others 1,02,987   13,100

3,94,363 2,45,663

11. CONTINGENT LIABILITIES

Except the ongoing business commitments, which are in the normal course of business there has been no known Contingent Liability
or capital commitments on the Establishment as at the Balance Sheet date.

12. FINANCIAL INSTRUMENTS

Financial instruments of the Establishment comprise bank balance, trade and other receivables, due from related parties, trade
payables, other payables, due to related parties.

Credit Risk Exposure

The Establishment’s exposure to credit risk at year end is indicated by the carrying amounts of its financial assets, net of any applicable
allowance for losses.

Currency Risk Exposure

The Establishment’s currency risk exposure relates to the exposure to the fluctuations in the foreign currency rates.

Fair Values

The fair value of the Financial Assets and Liabilities at Balance Sheet date approximate their carrying amounts in the Balance Sheet.

13. Certain amounts for the prior period were reclassified to conform to current year presentation.

6. OTHER PAYABLES
March 31,2004 March 31, 2003

AED AED

Fujairah Free Zone Authority 4,660 7,432
Accrued Expenses 49,016 6,000

53,676 13,432

7. OBLIGATION UNDER FINANCE LEASES

Year ended Year ended
March 31,2004 March 31,2003

AED AED

Total amounts due — 8,795
Less : Future Interest — (462)
Due within 1 year — 8,333

8. SHARE CAPITAL
The Authorized capital of the Establishment is AED - 1,50,000 divided into 1,50,000 Shares of AED 1 each, held by the Shareholders
as mentioned in note 1.

9. COST OF SALES
Year ended Year ended

March 31, 2004 March 31, 2003
AED AED

Software Purchases 12,19,338 9,03,265
12,19,338 9,03,265
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GENERAL INFORMATION FOR SHAREHOLDERS

(a) As indicated in the Notice to our Shareholders, the 16th Annual General Meeting of the Company will be held on Saturday,
the 28th day of  August, 2004 at Hotel GRT Grand, 120, Sir Thyagaraya Road, Chennai – 600 017, India.

(b) The Financial Year of the Company is April to March

(c) Date of book closure : From 21st to 28th August (both days inclusive) for the purpose of the Annual General Meeting and
payment of final dividend, if approved by the members.

(d) The Shares of the Company are listed on

(1) Madras Stock Exchange Stock Code No. : OTL

(2) Calcutta Stock Exchange Script Code No. : 10025152

(e) Demat Depository : NSDL/CSDL  : ISIN No. INE 426B01017

(f) Dematerialization of Shares : Over 82% of the outstanding shares of the Company have been dematerialized.

(g) Address for correspondence :

(i) Registered Office : 5 Club Road, Chetpet, Chennai – 600 031
Phone : 2827 3450/556, Fax : 2827 1391

(ii) Compliance Office and : 19, Ekdalia Road, Kolkata – 700 019
Secretarial Department Phone : 2460 1293/1304/1980/1981, Fax : 2460 1281

Email : ramani@ontrackindia.com

(iii) Share Registrar and
Transfer Agents : Cameo Corporate Services Ltd.

Subramanian Building, 1, Club House Road
Chennai – 600 002
Phone : 2846 0390–95, Fax : 2846 0129
Email : cameo@cameoindia.com

DISCLOSURE

Disclosure regarding materially significant related party transactions :

No transaction of material nature has been entered into by the Company with its Promoters, Directors or the Management, their
subsidiaries or relatives etc. that may have potential conflict with the interest of the Company.

DISCLOSURE OF NON–COMPLIANCE BY THE COMPANY

There were no instances of non-compliance or penalty, strictures imposed on the Company by Stock Exchanges or SEBI or any
statutory authority on any matter related to capital markets, during the last three years.

MEANS OF COMMUNICATION

The Quarterly Results of the Company were published during the financial year under review in leading national newspaper
namely, The Economic Times, (Kolkata Edition), The Hindu Business Line (Chennai Edition) and The Malaichudar (Chennai
Edition) and posted in the website of the Company www.ontrackindia.com.

Management Discussion and Analysis Report forms part of this Annual Report.

SHAREHOLDERS INFORMATION
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PATTERN OF HOLDINGS
AS ON 31ST MARCH, 2004

PHYSICAL & ELECTRONIC

DISTRIBUTION OF SHAREHOLDINGS
AS ON 31ST MARCH, 2004

PHYSICAL & ELECTRONIC

Shareholding of Share Percentage Share Percentage
Nominal Value of Holders to Amount of

Rs. No. Total Rs. Total Shares

(1) (2) (3) (4) (5)

Upto – 5,000 979 74.84 20,36,030 4.07

5,001 – 10,000 111 8.49 10,12,500 2.02

10,001 – 20,000 68 5.20 11,34,290 2.27

20,001 – 30,000 4 0 3.06 9,86,600 1.97

30,001 – 40,000 12 0.92 4,34,940 0.87

40,001 – 50,000 2 9 2.22 13,82,500 2.76

50,001 – 1,00,000 24 1.83 21,54,900 4.31

1,00,001 and above 4 5 3.44 4,08,60,240 81.73

Total 1,308 100.00 5,00,02,000 100.00

Client Type No.of No.of % of
Shareholders Shares Holding

Resident 1,216 20,22,344 40.45

NRI 7 1,65,200 3.30

Body Corporate 39 12,74,736 25.49

Financial Institution 1 36,450 0.73

OCB 1 1,00,000 2.00

Promoters’ Friends & Relatives 34 99,340 1.99

Core Promoters 9 13,01,930 26.04

Clearing Members 1 200 0.00

Total  1,308 50,00,200 100.00
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STOCK MARKET PRICE MOVEMENT

The monthly high and low quotations and volume of Shares traded at Calcutta Stock Exchange (“CSE”) during the financial 2003 – 2004
(12 months) are given in Table :

CSE

Period High Low Closing Price
(Rs.) (Rs.) (Rs.)

April, 2003 6.80 6.80 6.80

May, 2003 6.25 5.00 5.00

June, 2003 5.50 5.50 5.50

July, 2003 6.50 5.50 6.40

August, 2003 6.50 6.00 6.50

September, 2003 7.00 5.50 6.50

October, 2003 5.90 5.90 5.90

November, 2003 — — —

December, 2003 7.10 6.00 7.10

January, 2004 10.00 8.00 8.10

February, 2004 8.10 8.00 8.10

March, 2004 8.10 6.50 7.55

Note : There were no trade during the year in MSE, Chennai as reported by Madras Stock Exchange. This is due to the concentration of
majority of investors in Calcutta.

GENERAL BODY MEETING

YEAR LOCATION DATE TIME

2001-2002 Hotel Kanchi, Glass Room, 14th August, 2002 11.30
Ground Floor, 28 Ethiraj Salai,
Chennai 600 003

2002-2003 Hotel Kanchi, Glass Room, 22nd August, 2003 11.30
Ground Floor, 28 Ethiraj Salai,
Chennai 600 003

2003-2004 Hotel GRT Grand, 28th August, 2004 11.30
120, Sir Thyagaraya Road,
Chennai 600 017

NOMINATION FACILITY

Individual Shareholders can now  avail of the facility of nomination. The nominee shall be the person in whom all rights of transfer and/
or amount payable in respect of the shares shall vest-in the event of the death of shareholders(s). A minor also can be a nominee
provided the name of the guardian is given in the Nomination Form. The facility of nomination is not available to non-individual
shareholders such as bodies corporate, financial institutions, Kartas of Hindu Undivided Families and holders of Power of Attorney. In
case of any assistance, please contact Cameo Corporate Services Ltd. Subramanian Building, 1, Club House Road, Chennai - 600 001
at the R & TA of the Company.
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NOTICE
Notice is hereby given that the 16th Annual General Meeting
of the Shareholders of the Company will be held at 11.30
a.m. on Saturday, the 28th day of August, 2004 at Hotel GRT
Grand, 120, Sir Thyagaraya Road, Chennai – 600 017, India
to transact the following business :

ORDINARY BUSINESS

1. To receive, consider and adopt

a) The Audited Balance Sheet as at March 31, 2004;

b) The Audited Profit and Loss account for the year
ended as on that date;

c) Directors’ report for the year 2003–04; and

d) The Auditors’ report, thereon.

2. To declare the dividend on equity shares for the financial
year ended 31.03.2004.

3. To appoint a Director in place of Mr. Vijay Kumar
Chhinkwani, who retires by rotation, being eligible offers,
himself for reappointment.

4. To appoint M/s. N. C. Ganguli & Co., Chartered
Accountants as the Auditors of the Company who retires
at the conclusion of this Annual General Meeting and
who has consented to continue as Auditors, if re–
appointed, to hold office for the period commencing from
the conclusion of this meeting till the conclusion of next
annual general meeting and to fix their remuneration.

SPECIAL BUSINESS

5. To consider and, if thought fit, to pass, with or without
modification, the following resolution which will be pro-
posed as a Special Resolution:–

“Resolved that pursuant to the provisions of Section
372A and other applicable provisions if any, of the Com-
panies Act, 1956, the consent of the Company be and is
hereby accorded to the Board of Directors to make the
following transactions directly or indirectly on behalf of
the Company :-

(a) make any loan to any other body corporate,

(b) give any guarantee, or provide security in connection
with a loan made by any other person to, or to any
other person by, any body corporate, and

(c) acquire, by way of subscription, purchase or otherwise
the securities of any other body corporate,

notwithstanding that the aggregate of the loans and
investments so far made, the amounts for which
guarantee or security so far provided to or in all other
bodies corporate, along with the investment, loan,

guarantee or security proposed to be made exceeds
sixty percent of its paid-up share capital and free
reserves or hundred percent of its free reserves,
whichever is higher, provided that the aggregate
amount of the aforesaid transaction shall not exceed
Rs. 3.00 Crores at any one time”.

By Order of the Board of Directors

Sd/-
Place : Kolkata (S. V. Ramani)
Dated : 28th June, 2004 Whole-time Director

and Secretary

NOTES

1. The relevant Explanatory Statement pursuant to Section
173(2) of the Companies Act, 1956 is annexed hereto.

2. A member entitled to attend and vote at the meeting is
entitled to appoint a proxy to attend and vote on his behalf
and a proxy need not be a member. The instrument
appointing a proxy should be deposited at the Registered
Office of the Company, not later than 48 hours before the
meeting.

3. The Register of Members and share transfer books will
remain closed from 21st August to 28th August, 2004 (both
days inclusive).

4. Members are requested to bring their copies of the Report
and Accounts to the meeting. Please bring the attendance
slip with you duly filled in and hand over the same at the
entrance of the meeting hall.

5. Members are requested to notify any change in their
address immediately.

6. Members desirous of getting any information about the
accounts and operations of the Company are requested
to address their queries to the Company Secretary at
least seven days in advance of the meeting so that
information required can be made readily available at the
meeting. Members may also login to the Company’s
Website: http://www.ontrackindia.com for detail
information on the financial performance of the Company.

7. Members holding shares in physical form are requested
to dematerialise the shares into electronic form to
facilitate faster transfer and avoid rejections for bad
deliveries. The share certificates may be sent directly to
our Share Transfer Agent: Cameo Corporate Services Ltd.,
No. 1, Club House Road, Chetpet, Chennai – 600 002.

8. Subject to provisions of Section 206A of Companies Act,
1956, dividend as recommended by the Board of
Directors, if declared at the meeting will be payable on or
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after 28th August, 2004 to those members whose names
appear in the Register of Member as on 21st August, 2004.

9. Members wishing to claim their dividend, which remain
unclaimed, are requested to correspond with Company
Secretary at the Corporate Office in Kolkata with a copy
to the R & TA, Cameo Corporate Services Ltd., Chennai.
Members are requested to note that dividends not
encashed or claimed within 7 years from the date of
transfer to the Company’s unpaid dividend account, will
as per 205A of the Companies Act, 1956, be transferred to
the Investors Education and Protection Fund.

10. Members are requested to address all communications
including dividend mandates to the Registrar and Share
Transfer Agents – Cameo Corporate Service Ltd.,
Subramanian Building, 1, Club House Road, Chennai – 600
002, India, E-mail: cameo@cameoindia.com.

Explanatory statement pursuant to Section 173(2) of the
Companies Act, 1956 and Clause 23(a) of the Articles of
Association of the Company.

ITEM NO. 5

In the interest of business in the long run, it is expected that
the Company may be required to make investments as and
when necessary or to advance loan /guarantee/security in
exceeding of 60% of the paid-up Capital and Free reserves or
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100% of its Free reserves (whichever is more) and in that
case the Company will have to convene a General Meeting to
accord approval of the Company for making investments or
for advancing loan / give corporate guarantee to secure
financial facilities etc. in excess of the limits specified above,
every time.

The purpose of the proposed resolution is to provide to the
Directors a maximum ceiling exceeding 60% of the paid-up
Capital and Free reserves or 100% of its Free reserves,
whichever is more provided that the aggregate amount of the
aforesaid transaction shall not exceed Rs. 3.00 Crores at any
one time.

In the event of your acceptance of the aforesaid Special
resolution, no further special resolution or resolutions shall
be deemed to be necessary for making the aforesaid
transactions within the limit specified above.

None of the Directors are personally interested in the
proposed Special  Resolution and recommends your
acceptance thereof in the interest of the eff icient
administration of the Company.

By order of the Board of Directors

Sd/-
Place : Kolkata, India (S. V. Ramani)
Dated : 28th June, 2004 Whole-time Director

and Secretary



From : Date :

To :

Cameo Corporate Services Limited
UNIT : Ontrack Systems Limited
‘Subramanian Building’, V Floor,
No. 1, Club House Road
Chennai – 600 002

PAYMENT OF DIVIDEND THROUGH ELECTRONIC CLEARING SERVICE (ECS)

1. Name of the First Shareholder
(In Block Letters)

2. Folio No.

3. No. of Shares

4. Name of the Bank

5. Branch

6. Bank Account Number
(as appearing on cheque book)

7. Account type (Please tick) [ ] Savings Current Cash Credit

8. 9 Digit Code Number of the Bank &
Branch appearing on the MICR
Cheque issued by the Bank (Please
attach Photocopy of a cheque or a
blank cancelled cheque issued by your
Bank relating to your above  account
for verifying the accuracy of the
code).

I agree to avail of the Electronic Clearing Service, as and when implemented by Ontrack Systems Limited for payment of dividend to me.

I hereby declare that the particulars given above are correct and complete. If the transaction is delayed or not effected at all for reasons
of incomplete or incorrect information, I would not hold Ontrack Systems Limited/Registrar responsible.

I further undertake to inform the Registrar/OSL any change in my Bank, Branch and Account No.

Signature of the First / Sole Shareholder
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SIXTEENTH ANNUAL GENERAL MEETING

ONTRACK SYSTEMS LIMITED
Registered Office:  5, Club Road, Chetpet, Chennai - 600 031, India

P R O X Y  F O R M

I/We.................................................................................................................................................................................................................................

of ...................................................................................................................................  being a Member/Members of Ontrack Systems Limited,

hereby  appoint..........................................................................................................................  of...............................................................................

or failing him..............................................................................................................................  of................................................................................

or failing him...............................................................................................................................  of.................................................................................

as my/our proxy to attend and vote for me/us on my/our behalf at the Sixteenth Annual General Meeting of the Company to be held on
Saturday, the 28th day of August, 2004 and at any adjournment thereof.

As witness my/our hand (s) this day of ......................................................... 2004........................

Signed by the said

A/c. No

Note : (i) The proxy must be returned so as to reach the Investor Service Centre, Ontrack Systems Limited, 5, Club Road, Chetpet,
Chennai - 600 031 not less than FORTY-EIGHT HOURS before the commencement of the aforesaid meeting.

(ii) Please mark the envelope ‘ONTRACK SYSTEMS-PROXY’.

ONTRACK SYSTEMS LIMITED
Registered Office : 5, Club Road, Chetpet, Chennai - 600 031, India

ADMISSION SLIP

DATE : VENUE : TIME :
28th August, 2004 Hotel GRT Grand 11.30 A.M.

120, Sir Thyagaraya Road, Chennai 600 017

I certify that I am a Member of the Company and hold  .............................................................................................................................. shares

Please tick in the appropriate box

 Member Proxy

Member’s Signature

Name of the Proxy in Block Letter Proxy’s Signature

NOTE : Member/Proxyholder wishing to attend the meeting must bring the Admission Slip to the meeting and hand over at the
entrance duly signed.
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E–mail: info@ontrackuk.com
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