HIMACHAL FUTURISTIC COMMUNICATIONSLTD.
NOTICE

Notice is hereby given that the 18th Annual General Meeting
of Himachal Futuristic Communications Limited will be
held on Friday, the 30th day of September, 2005 at 11:00
A.M. at the Mushroom Centre, Chambaghat, Solan (H.P.)
to transact the following business:

AS ORDINARY BUSINESS

1.

To receive, consider and adopt the Audited Accounts
of the Company for the year ended 31st March, 2005
and the Reports of the Directors and of the Auditors
thereon.

To appoint a Director in place of Shri Y L Agarwal who
retires by rotation and being eligible offers himself for
re-appointment.

To appoint Auditors for the financial year 2005-2006
to hold office from the conclusion of this Annual General
Meeting till the conclusion of the next Annual General
Meeting and to fix their remuneration. M/s.Khandelwal
Jain & Company, Chartered Accountants, the retiring
Auditors of the Company are eligible for re-
appointment.

AS SPECIAL BUSINESS

4.

Appointment of Director - Shri Arvind Kharabanda

To consider and if thought fit, to pass, with or without
modification(s), the following resolution as an Ordinary
Resolution:

RESOLVED THAT notice having been received from
a Member pursuant to Section 257 of the Companies
Act, 1956, signifying his intention to propose Shri Arvind
Kharabanda as a Director, Shri Arvind Kharabanda
who was appointed as Additional Director by the Board
of Directors on 30.10.2004 and who holds office upto
the ensuing Annual General Meeting, be and is hereby
appointed as a Director of the Company.

Allotment of Securities

To consider and if thought fit, to pass, with or without
modification(s), the following resolution as a Special
Resolution:

RESOLVED THAT pursuant to the provisions of
section 81 (1A) of the Companies Act, 1956 ( the Act )
and other applicable provisions, if any, of the Act and
in terms of the Corporate Debt Restructuring (CDR)
package approved by the CDR empowered group, the
consent of the Company be and is hereby accorded to
the allotment of 0% Optionally Fully Convertible
Debentures (OFCDs) for Rs.20 Crores and Zero Coupon
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Premium Bonds (ZCPBs) for Rs.319.18 Crores to the
following Institutions/Banks :-

Name of the Institutions/ Nature of Securities Amount
Banks (Rs. in Crores)
Industrial Development OFCDs 20.00
Bank of India

TOTAL 20.00
Industrial Development ZCPBs 128.04
Bank of India
ICICI Bank Ltd. ZCPBs 109.37
Oriental Bank of ZCPBs 67.03
Commerce
The Jammu & Kashmir ZCPBs 14.74
Bank Ltd.

TOTAL 319.18

on the following terms and conditions:-

i)

ii)

0% Optionally Fully Convertible Debentures
(OFCDs)

0% Optionally Fully Convertible Debentures to be
converted into equity shares of the Company in the
financial year 2006 as prescribed in the CDR Package.

Zero Coupon Premium Bonds (ZCPBs)

The Zero Coupon Premium Bonds shall be redeemed in
48 monthly installments w.e.f. April 30, 2011 (on
ballooning basis) to March 31, 2015.

Premium on ZCPBs will accumulate on simple interest
basis @ 8.5% per annum on reducing balance method
till the time the entire ZCPBs are redeemed. Premium
shall be paid in 36 monthly interest free installments
commencing from 30" April, 2015.

Conversion option to Lenders of all 0% instruments if
the Company opts for non-payment of premium of
8.5% per annum. Such conversion shall take place at a
price derived as per SEBI pricing formula and any other
applicable statutory stipulations.

RESOLVED FURTHER THAT the Board or Committee
appointed by the Board on this behalf be and is hereby
authorised to issue and allot such number of equity
shares as may be required to be issued and allotted
upon conversion of the aforesaid securities at such
price as may be calculated as per the terms of conversion
contained in the CDR Package and as per the then
prevailing SEBI guidelines provided such equity shares
shall rank pari passu with the existing equity shares of
the Company in all respect.



6. Appointment of Sh. Arvind Kharabanda as
Director (Finance)

To consider and if thought fit, to pass, with or without
modification(s), the following resolution as an Ordinary
Resolution :

RESOLVED THAT pursuant to the provisions of
Section 198, 269 and 309 of the Companies Act, 1956
(hereinafter referred to the Act ) and the conditions
stipulated in Schedule XIII and other applicable
provisions, if any, of the Act and subject to such
approval wherever required, Shri Arvind Kharabanda
be and is hereby appointed as Wholetime Director of
the Company, designated as Director (Finance) for a
period of one year with effect from 1%t June, 2005 on the
following terms and conditions :-

1. Basic Salary

Rs.1,25,000/- (Rupees One Lakh Twenty Five Thousand
Only) per month.

2. Perquisites, allowances and other benefits

In addition to the basic salary, Shri Arvind Kharabanda
shall be entitled to perquisites and allowances like
accommodation (furnished or otherwise) or house rent
allowance in lieu thereof, reimbursement of expenses
or allowance for gas, electricity, water, furnishing etc.,
medical reimbursement, leave travel allowances, club
fee and such other perquisites and allowances under
the Company s rules.

The total cost of the aforesaid perquisites, allowances
and other benefits shall be restricted to Rs.75,000/-
(Rupees Seventy Five Thousand Only) per month.

3. Other benefits

The following benefits shall not be included in the
computation of ceiling on perquisites and allowances:-

a) Contribution to Provident Fund, Superannuation
Fund and Annuity Fund to the extent these either
singly or put together are not taxable under the
Income Tax Act, 1961.

b) Gratuity

Gratuity shall be payable in accordance with the
rules of the Company.

c) Earned leave

Earned leave on full pay and allowances as per the
rules of the Company.

d) Leave encashment

Encashment of leave at the end of the tenure in
accordance with the rules of the Company.

e) Provision of Car for use on Company s business.
f)  Telephone at residence.

The above remuneration payable to Shri Arvind Kharabanda
is subject to the condition that the total remuneration
including basic salary, perquisites and allowances as
mentioned above shall not exceed Rs.2,00,000/- (Rupees
Two Lakhs Only) per month.
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Notwithstanding anything to the contrary contained herein,
where in a financial year, during the currency of the tenure
of Shri Arvind Kharabanda, the Company has no profit or
its profits are inadequate, Shri Arvind Kharabanda shall be
paid salary, perquisites and allowances as specified above
as minimum remuneration subject to Schedule XIII to the
Act.

The appointment of Shri Arvind Kharabanda can be
terminated with three months notice or three months salary
in lieu thereof from either side.

RESOLVED FURTHER THAT the Board of Directors or the
Committee thereof be and is hereby authorised to do all
acts, deeds and things as are necessary for the
implementation of the aforesaid resolution .

Registered Office:
8, Electronics Complex,
Chambaghat, Solan 173213 (H.P.)

By order of the Board
For Himachal Futuristic
Communications Ltd.

Place: New Delhi
Date : 18" August, 2005

NOTES:

1. A MEMBER ENTITLED TO ATTEND AND VOTE
AT THE MEETING IS ENTITLED TO APPOINT A
PROXY TO ATTEND AND VOTE INSTEAD OF
HIMSELF AND THE PROXY NEED NOT BE A
MEMBER OF THE COMPANY. A BLANK FORM OF
THE PROXY IS ENCLOSED AND IF USED SHOULD
BE RETURNED TO THE COMPANY DULY
COMPLETED NOT LATER THAN FORTY EIGHT
HOURS BEFORE THE COMMENCEMENT OF THE
MEETING.

2. The Register of Members / Register of Beneficiaries and
Share Transfer Books of the Company will remain closed
from 23rd September, 2005 to 30th September, 2005
(both days inclusive).

(M N K Nair)
Company Secretary

3. In terms of the amended provisions of Section 205A
read with Section 205C of the Companies Act, 1956,
the unclaimed dividend upto the financial year ended
31st March, 1997 which remained unpaid/unclaimed
for a period of 7 years, had been transferred to Investor
Education and Protection Fund set up by the Central
Government.

The unclaimed/unpaid dividend for the year ended
31st March, 1998 onwards which remain unclaimed/
unpaid for a period of 7 years will also be transferred
to the Investor Education & Protection Fund as and
when become due for transfer.

It may be noted that no claim will lie against the
Company or the Investor Education and Protection
Fund in respect of the said unclaimed dividend amount
transferred to the Fund.

4. Members are requested :

i) to kindly notify the change of address, if any, to
the Company/the Registrar/the Depository
Participant.

ii) to bring their copy of the Annual Report.

iii) to deposit the duly completed attendance slip at
the meeting.



Information under Clause 49 of the Listing Agreement
regarding re-appointment/appointment of Directors

Item No. 2 & 4
Shri Y L Agarwal

Shri Y L Agarwal, 69, is a Graduate in Science and has
Degree in B D & DFIETE. He is the Ex-Chairman and
Managing Director of TCIL a Government of India enterprise.
He was the President of Institution of Electronics and
Telecom Engineers for two terms and is also distinguished
fellow of the same Institution. He has got more than 34
years experience in Telecom and Broadband services. He is
on the Board of the following Companies:

1. Electronic Systems Punjab Ltd.
2. Aksh Broadband Ltd.

He is also a member of Remuneration Committee of Himachal
Futuristic Communications Ltd.

Shri Arvind Kharabanda

Shri Arvind Kharabanda, 58, is a Chartered Accountant
and has got 32 years of experience in Finance, Accounts and
Project Implementation and is on the Board of the Company
since January, 1994. He is also Director on the Board of the
following companies:

1. HFCL Satellite Communications Ltd.
2. HFCL Dacom Infocheck Ltd.
3. WPPL Ltd.

Shri Arvind Kharabanda is active on various committees as
detailed below: -

Name of the Company | Name of the Committee Committee
Position

Himachal Futuristic Audit Member

Communications Ltd.

Himachal Futuristic Share Transfer & Investors | Member

Communications Ltd. Grievance

HFCL Satellite Audit Member

Communications Ltd.

EXPLANATORY STATEMENT PURSUANT TO SECTION
173 (2) OF THE COMPANIES ACT, 1956.

Item No. 5

The Company proposes to issue 0% Optionally Fully
Convertible Debentures (OFCDs) for Rs.20 Crores and Zero
Coupon Premium Bonds (ZCPBs) for Rs.319.18 Crores to
Institutions/Banks pursuant to Corporate Debt Restructuring
(CDR) package approved by the CDR empowered group.

The above securities will be issued by converting a part of
the term loan as stipulated in the CDR Package.

A Certificate from the Statutory Auditors confirming that
the issue of the aforesaid securities is being made in
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accordance with the SEBI guidelines as in force on the date
of this notice and is kept open for inspection at the Registered
Office of the Company between 10:00 A.M. and 1:00 P.M.
on all working days upto the date of the Annual General
Meeting.

The following disclosures are made in terms of Clause 13.1B
of the SEBI guidelines on Preferential Issue as in force as on
the date of this notice:

a) The object of the issue :

The object of the proposed issue is to convert a part of
the term loan into 0% Optionally Fully Convertible
Debentures (OFCDs) and Zero Coupon Premium Bonds
(ZCPBs) as stipulated in the CDR Package approved
by the CDR Empowered Group.

b) Intention of the Promoters, Directors, their
associates and relatives and key management
personnel to subscribe to the offer :

Neither the Promoters nor the Directors or the key
management personnel of the Company will subscribe
to the OFCDs/ZCPBs.

¢) Shareholding Pattern before and after the offer:

The information on Shareholding Pattern before and
after the offer is given below :-

Class of Shareholders Pre Allotment
No of Shares Percentage

Promoters, Promoter Group 10088745 2.94

Directors, their associates

and relatives

Flls, Institutional Investors 21974467 6.41

Institutional Investors who

may get their debt securities

converted into shares:

ICICI Bank Ltd. 100000 0.03

Industrial Development Bank 21975 0.01

of India

Others like Corporate Bodies, 310636062 90.61

Public, NRIs, OBCs, GDR

Shareholders Banks etc.

Banks who may get their debt

securities converted into equity

shares:

Oriental Bank of Commerce NIL NIL

The Jammu & Kashmir Bank Ltd. NIL NIL
Total 342821249 100.00

The shareholding pattern after the offer is not ascertainable.

Post allotment percentage of equity shares will be changed
once the holders of convertible instruments opt for conversion
of their debt securities into equity shares at a future date
at a price calculated as per SEBI Guidelines which shall be
30 days prior to the date of exercising the conversion option.



d) Proposed time within which the allotment shall be
complete :

The Board propose to allot the debt securities within
reasonable time from the date of this Annual General
Meeting. As per the terms stipulated in the CDR
Package, the holders of the above debt securities shall
have the option to convert their holdings into equity
shares at a future date at a price to be calculated as per
SEBI guidelines, prevailing at the time of conversion.

e) ldentity of the proposed allottees and the percentage

of Post Issue Securities that may be held
by them.
0% OPTIONALLY FULLY CONVERTIBLE DEBENTURES (OFCDs)
Name of the  [Offer Price per | No. of OFCDs | % of pre- | % of Post
Allottee OFCDs(Rupees)| proposed to | allotment | Allotment
be allotted Holding Holding
Industrial
Development 100/- 2000000 Nil 100%
Bank of India

ZERO COUPON PREMIUM BONDS (ZCPBS)

Name of the Offer Price | No. of ZCPBs | % of pre- % of Post
Allottees per ZCPBs | proposed to | allotment | Allotment
(Rupees) be allotted Holding Holding

Industrial
Development 100/- 12804000 Nil 40.11%
Bank of India
ICICI Bank Ltd, 100/- 10937000 Nil 34.27%
Oriental Bank 100/- 6703000 Nil 21.00%
of Commerce
TheJammu &
Kashmir Bank 100/- 1474000 Nil 4.62%
Ltd.

TOTAL 31918000 Nil 100.00

1) Face Value of Debt Securities

Face value of OFCDs/ZCPBs shall be of Rs.100/-
each.

9) Pricing of the Shares

The Board shall determine the price at which the
conversion of the debt securities into shares shall be
made; such price shall be in accordance with the price
which may be determined by the SEBI guidelines which
shall be 30 days prior to the date exercising the
conversion option.

h) Lock-in period

The securities allotted will be under Lock-in period as
per prevailing SEBI guidelines.

i) Consequential changes in the Shareholding
Pattern

Since the proposed No. of shares to be allotted are not
ascertainable at this stage, consequential changes in
the shareholding pattern after Issue cannot be given.
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) Controlling interest of Board of Directors

There will not be any consequential changes in the
control of the Company or the Board of Directors or in
voting rights except to the extent of voting rights
acquired by the allottees consequent upon conversion
of the debt securities into equity shares.

None of the Directors of the Company is interested in
the aforesaid resolution except Shri R K Bansal who is
the Nominee Director of Industrial Development Bank
of India (IDBI) to the extent of the debt securities
proposed to be allotted to IDBI.

ITEM NO. 6

As stipulated in the Corporate Debt Restructuring (CDR)
Package approved by the CDR Empowered Group and also
as per the requirements of the Code of Corporate Governance,
the Company is required to appoint a Director (Finance) to
ensure better co-ordination of financial matters of the
Company and efficient utilisation of the Company s funds.

The Remuneration Committee, therefore, appointed Shri
Arvind Kharabanda as Director (Finance) for a period of one
year with effect from 1%t June, 2005 and approved the
remuneration at its meeting held on 18" August, 2005.

Shri Arvind Kharabanda, 58, is a fellow member of The
Institute of Chartered Accountants of India. He has to his
credit around 34 years of experience in various Industries
such as IT, Telecommunication, Electronics, Consumer
durables etc., which includes around 12 years experience as
Executive Director in this Company (HFCL).

Shri Kharabanda has developed expertise in almost all the
fields of management discipline such as Marketing, Project
appraisal, Finance and the like. He has gained extensive
experience in financial management and in-depth study of
Indian capital market.

The Board of Directors of your Company is confident that
the Company will be immensely benefited with the
association of Shri Kharabanda as its Director (Finance).

The Members are, therefore, requested to accord their
approval to the resolution set out at serial no. 6 of the Notice.

None of the Directors except Shri Arvind Kharabanda is
concerned or interested in the resolution.

This may be treated as the abstract of the terms and
conditions of the appointment under section 302 of the
Companies Act, 1956.

Registered Office:
8, Electronics Complex,
Chambaghat, Solan 173213 (H.P.)

By order of the Board
For Himachal Futuristic
Communications Ltd.

Place: New Delhi
Date : 18" August, 2005

(M N K Nair)
Company Secretary



Corporate Governance

To promote and raise the standard of Corporate Governance
of listed companies, Securities and Exchange Board of India
(SEBI) has introduced a new clause Clause 49 in the Listing
Agreement incorporating therein the recommendations of
Kumar Mangalam Birla Committee on Corporate
Governance.

Corporate Governance is the road map, which guides and
directs the Board of Directors of the Company to govern the
affairs of the Company in a manner most beneficial to all
the Shareholders, the Creditors, the Government and the
Society at large.

The status of implementation of the key recommendations
of SEBI on Corporate Governance is given below: -

1. HFCL Philosophy on Corporate Governance

The cardinal principles of the Corporate Philosophy of
HFCL on Corporate Governance can be summarised in
the following words: -

Transparency, Professionalism
and
Accountability
With an
Ultimate aim of value creation

HFCL corporate philosophy envisages complete
transparency and adequate disclosure with an ultimate
aim of value creation for all players i.e. the stakeholders,
creditors, the government, the depositors and the
employees.

2. Board of Directors
During the year 2004-2005, the Company has got a

broad-based Board of Directors with two Promoter
Directors (including one Managing Director), four Non
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Executive independent Directors (including one Non-
Executive Chairman and one Nominee Director of IDBI)
and two Wholetime Directors.

The members on the Board possess adequate experience,
expertise and skills necessary to manage the affairs of
the Company in the most efficient manner.

During the financial year ended 31t March 2005, four
Board Meetings were held on 14.06.2004, 31.07.2004,
30.10.2004 and 31.01.2005.

The last Annual General Meeting was held on 25"
August, 2004 and the last Extra-ordinary General
Meeting was held on 6" June, 2003.

The composition of the Board, attendance of Directors
at the Board Meetings held during the year under review
as well as in the last Annual General Meeting and the
number of the other Directorships/Committee
positions held by them are as under: -

S. Name Category [No. of other No. of Board Attended
No. Present Director- Meetings last AGM
ships held Held Attended | (25.08.2004)
1. | Shri M.P. Shukla NEID 2 4 4 YES
2. [Shri Mahendra Nahata | PD[MD] 6 4 4 N O
3. [ Shri Vinay Maloo PD 6 4 2 N O
4. [ Shri Sooraj Kapoor | NEID NIL 4 4 YES
(upto  04.04.2005)
5 |Dr. R M Kastia WD 2 4 3 YES
6. |Shri Y L Agarwal NEID 2 4 2 NO
7. | S Avind Kharabenda®| NEID 3 4 4 N O
8. | Shri R K Bansal NEID 1 4 3 N O
(IDBI
Nominee)

[PD - Promoter Director, NEID - Non-Executive Independent
Director, MD - Managing Director, WD-Wholetime Director]
* Shri Arvind Kharabanda has been appointed as wholetime
Director designated as Director (Finance) w.e.f. 1%t June,
2005.



Present Directorship/Committee Position

Committee Positions

S.No. | Name of Director Directorships (Name of Company) Name of the Committee Position
Company
1. Shri M.P. Shukla 1. HFCL Infotel Ltd. Himachal Futuristic Remuneration Chairman
2. HFCL Satellite Communication Ltd. Communications Ltd. (w.e.f. 30.10.2004)
Himachal Futuristic Audit Chairman
Communications Ltd. (w.e.f.27.06.2005)
Himachal Futuristic Share Transfer & Chairman
Communications Ltd. Investors Grievance
(w.e.f.12.08.2005)
HFCL Infotel Ltd. Remuneration Member
HFCL Infotel Ltd. Audit Member
(upto 26.07.2004)
HFCL Infotel Ltd. Share Transfer & Member
Investors Grievance
HFCL Satellite Audit Member
Communications Ltd.
2. Shri Mahendra Nahata 1. Himachal Exicom Communications Ltd. HFCL Infotel Ltd. Audit Chairman
2. HFCL Bezeq Telecom Ltd. Himachal Futuristic Remuneration Member
3. HFCL Infotel Ltd. Communications Ltd. (upto 30.01.2005)
4. HTL Ltd.
5. Consolidated Futuristic Solutions Ltd.
(in liquidation)
6. Connect Broadband Services Ltd.
3. Shri Vinay Maloo 1. Himachal Exicom Communications Ltd. Himachal Futuristic Remuneration Member
2. AB Corp Ltd. Communications Ltd. (w.e.f. 12.08.2005)
3. HFCL Bezeq Telecom Ltd.
4. HFCL Infotel Ltd.
5. WPPL Limited
6. Consolidated Futuristic Solutions Ltd.
(in liquidation)
4. Dr. R. M. Kastia 1. HTL Ltd. Himachal Futuristic Share Transfer & Member
2. HFCL Infotel Limited Communications Ltd. Investors Grievance
HFCL Infotel Ltd. Share Transfer & Member
Investors Grievance
5. Shri Arvind Kharabanda | 1. HFCL Satellite Communications Ltd. Himachal Futuristic Share Transfer & Member
2. WPPL Ltd. Communications Ltd. Investors Grievance
3. HFCL Dacom Infocheck Ltd. Himachal Futuristic Audit Member
Communications Ltd.
Himachal Futuristic Remuneration Member
Communications Ltd. (up to 11.08.2005)
HFCL Satellite Audit Member
Communications Ltd.
6. Shri Y L Agarwal 1. Electronic Systems Punjab Ltd. Himachal Futuristic Remuneration Member
2. Aksh Broadband Ltd. Communications Ltd. (w.e.f. 12.08.2005)
Himachal Futuristic Audit Member
Communications Ltd. (up to 30.01.2005)
7. Shri Sooraj Kapoor NIL Himachal Futuristic Share Transfer & Chairman
(Since resigned Communications Ltd. Investors Grievance
w.e.f. 05.04.2005) Himachal Futuristic Audit Chairman
Communications Ltd.
Himachal Futuristic Remuneration Member
Communications Ltd.
8. Shri R.K. Bansal 1. HFCL Infotel Limited Himachal Futuristic Audit Member

Communications Ltd.

(w.e.f. 30.10.2004)
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2.1

None of the directors on the Board hold directorships in
more than fifteen public companies and hold
memberships in more than ten Committees and they do
not act as Chairman of more than five Committees across

all companies in which they are directors.
Information Placed before the Board

In addition to the matters which statutorily require
Board s approval, the following matters are regularly
placed before the Board :-

- Minutes of Audit Committee Meetings,
Remuneration Committee Meetings and Share
Transfer & Investors Grievance Committee Meetings.

- Recruitment and Remuneration of senior executives
below the Board level.

- Matters related to accident, dangerous happenings,
material effluent and pollution problems etc., if any.

- Details of Joint Ventures/Collaboration agreements.
- Labour Relations.

- Disclosure of material related party transactions, if
any, with potential for conflict of interest.

- Quarterly details of Foreign Exchange exposures
and risk management strategies.

- Compliance/non compliance with regulatory and
statutory requirements including listing requirement
and shareholders services.

- Details of show cause, demand, prosecution and
penalty notices which are materially important.

- Any material default, in financial obligations to and
by the Company or substantial non-payment of
goods sold by the Company.

- Details of public or product liability, claims of
substantial nature including any adverse judgments.

- Transactions involving substantial payments
towards goodwill, brand equity or intellectual
property.

- Sale of material nature of investments, subsidiaries
and assets which are outside the normal course of
business.

- Annual operating plans, Budgets and quarterly
results.

Committees of the Board

In terms of the SEBI code, the Board of the Company
has constituted the following Committees: -

Audit Committee
Remuneration Committee
Share Transfer and Investors Grievance Committee
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3.1 Audit Committee

The followings are the members and their attendance
at the Committee Meetings during the year 2004-05: -

No. of Meetings
S.No. | Name of Directors Status Held Attended
1. |Shri Arvind Kharabanda* Member 5 5
2. | ShriSooraj Kapoor Member 5 5
(Ceased w.e.f. 05.04.2005)
3. [ShriY L Agarwal (Upto 30.01.2005) Member 5 4
4. [ShriR.K.Bansal (w.e.f. 30.10.2004) Member 1 1
5. | ShriMP Shukla (w.e.f. 27.06.2005) Chairman 0 0

*Shri Arvind Kharabanda was the Chairman of the Audit
Committee from Ist April, 2004 to 25" August, 2004. He
ceased to be a Director w.e.f.26" August, 2004. He was
appointed as an Additional Director w.e.f. 30" October,
2004 and was appointed as the Chairman of the Audit
Committee till 30" January, 2005. Since 31 January, 2005
he has become member of the Audit Committee in terms of
revised clause 49 of the Listing Agreement. The vacancy
caused by the resignation of Shri Sooraj Kapoor has been
filled up by appointment of Sh.M.P.Shukla on 27" June,2005.
He has been appointed as the Chairman of the Committee.

During the period 01.04.2004 to 31.03.2005 the Audit
Committee met 5 times on 26.04.2004, 11.06.2004,
29.06.2004, 31.07.2004 and 30.10.2004

The broad terms of references of Audit Committee are as
under: -

Overseeing the company s financial reporting process
and the disclosure of its financial information to ensure
that the financial statement is correct, sufficient and
credible.

Recommending the appointment/re-appointment of
external and internal auditors, tax auditors, fixation of
statutory audit fees, internal audit fees and tax audit
fees and also approval for payment of any other services.

Review with management the annual financial
statements before submission to the Board.

Review quarterly un-audited Zaudited financial results,
half yearly review report.

Review with management, external and internal
auditors the adequacy of internal control system.

Review the adequacy of internal audit programme,
internal audit reports, follow up reports and guidelines
prepared for internal audit.

To do any internal investigations either departmentally
or with the help of internal auditors or any other outside
agency into matters where there is suspected fraud or
irregularities.

Discussion with external auditors before the audit
commences about nature and scope of audit as well as
have post audit discussion to ascertain any area of
concern.



3.2

Review the company s financial and risk management
policies.

To look into the reasons for substantial defaults in the
payment to the depositors, debenture holders,
shareholders and creditors.

The Statutory Auditors and Internal Auditors were
invited to the meetings. The Company Secretary acts
as Secretary to the Committee.

The Committee was left with only two Directors from
26" August, 2004 to 29" October, 2004 as Shri Arvind
Kharabanda retired by rotation at the Annual General
Meeting held on 25" August. 2004. This vacancy was
later filled up with the appointment of Shri Arvind
Kharabanda again on the Board as well as on the Audit
Committee on 30" October, 2004. Subsequently
following the resignation of Shri Sooraj Kapoor, Non-
Executive Independent Director, and ceasing of Sh. Y.L.
Agarwal as member of the committee, the committee
was left with only two Directors w.e.f. 05.04.2005.

Remuneration Committee

Shri M.P.Shukla is the Chairman of this committee.
This Committee consists of the following Directors :

1. Shri M P Shukla -
(w.e.f. 30.10.2004)

Independent Non-
Executive Director

2. Shri Mahendra Nahata -
(up to 30.01.2005)

Promoter Executive
Director

3. Shri Arvind Kharabanda -
(upto 11.08.2005)

Independent Non-
Executive Director
(upto 31.05.2005)
Director (Finance)
(w.e.f. 01.06.2005)

4. Shri Sooraj Kapoor -
(ceased w.e.f. 05.04.2005)

Independent
Non-Executive Director

5. Shri Y L Agarwal - Independent Non-

Executive Director

Promoter Non-
Executive Director

6. Shri. Vinay Maloo -
(w.e.f. 12.08.2005)

This committee is responsible for determining the
Company s policy on specific remuneration packages
for executive directors including pension and any
compensation package.

The number of Members of Non-Executive Independent
Directors fell short of one Director w.e.f. 26" August,
2004 to 29" October, 2004 as Shri Arvind Kharabanda
retired by rotation at the Annual General Meeting held
on 25" August, 2004. This vacancy has been filled up
on 30™ October, 2004.

The remuneration paid to the executive directors during
the year is within the overall limit prescribed in Schedule
X111 to the Companies Act, 1956 and as per the relevant
provisions of the said Act.

(8)

The non-executive directors are paid sitting fee of
Rs.5000/- for every Board /7 Committee meeting
attended by them.

The details of remuneration and perquisites paid to the
Executive and Non-Executive Directors during the year
2004-05 are given below.

S.No.| Name of Director Salary Allowances | Perks | Sitting | Total
Fee
(Rs.)

Category A Executive Directors

1. | ShriVinay Maloo* 389333 187367 81443 658143
Chairman

2. | ShriMahendra Nahata 1800000 735000 551139 3086139
Managing Director

3. | Dr.R M Kastia 2700000 1620000 990490 5310490

Wholetime Director

*Sh. Vinay Maloo was the Executive Chairman of the Company till 14th June, 2004.
Category B Nominee Director (Independent Director)

1. [ShriR KBansal 25000 25000
Director

Category C  Non-Executive Independent Directors

1. [ Shri Sooraj Kapoor 105000 | 105000
Director

2. | Shri Arvind Kharabanda 95000 95000
Director

3. | ShriYLAgarwal 35000 | 35000
Director

4. | Shri MP Shukla 25000 | 25000

Non-Executive
Chairman

3.3 Details of pecuniary relationship/transactions of the

Non-Whole-time Directors / their firms & companies
vis-a-vis the Company during the year 2004-2005.

NIL

3.4. Share Transfer and Investors Grievance Committee

The Committee consists of one Non-Executive
Independent Director and two Wholetime Directors and
is chaired by a Non-Executive Independent Director.
This Committee looks into transfer and transmission
of shares / debentures / bonds etc., issue of duplicate
share certificates, consolidation and sub division of
shares and investors grievance. This committee
particularly looks into the Investors Grievances and
oversees the performance of the in-house Share
Department / Share Transfer Agents and to ensure
prompt and efficient investors services. The Committee
met 11 times during the year 2004-2005. The following
are the members and their attendance at the Committee
Meetings: -

Name of Member No. of meetings
Held Attended
Shri Sooraj Kapoor Chairman 11 11
(Since resigned w.e.f. 05.04.2005)
Dr.R M Kastia Member 11 9
Shri Arvind Kharabanda Member 11 10
Shri. M.P. Shukla Chairman 0 0
(w.e.f. 12.08.2005)




This Committee was left with only two Directors
w.e.f.26.08.2004 to 29.10.2004 as Shri Arvind
Kharabanda retired by rotation at the Annual General
Meeting held on 25" August, 2004 and the vacancy has
been filled up on 30" October, 2004.

More details on share transfers, investors complaints
etc. are given in the shareholder information section of
this report.

General Body Meetings

Location and time where General Meetings held in the
last 3 years are given below: -

Year AGM/EGM LOCATION DATE TIME

2003-2004{  AGM Mushroom Centre, Solan | 25-08-2004 | 11.00A.M.
2002-2003 AGM Mushroom Centre, Solan | 24-12-2003 | 11.00A.M.
2002-2003 EGM Mushroom Centre, Solan | 06-06-2003 | 11:00 A.M.
2002-2003 EGM Mushroom Centre, Solan | 03-02-2003 | 11:00A.M.
2001-2002 AGM Mushroom Centre, Solan | 28-09-2002 | 11.00A.M.
2001-2002 EGM Mushroom Centre, Solan | 10-05-2002 | 10:00 A.M.

One special resolution was put through postal ballot in
the last AGM held on 25th August, 2004 for providing
Corporate Guarantees.

Disclosures on materially significant related party
transactions with Promoters, Directors,
Management, their Subsidiaries or Relatives etc.,

which may have potential conflict with the interest
of the company at large.

None of the materially significant transactions with
any of the related parties were in conflict with the
interest of the Company.

Non-compliance by Company, penalties, strictures
imposed on the Company by Stock Exchanges /
Securities and Exchange Board of India (SEBI) etc.
in the last 3 years.

None.
Means of Communications

This is being done through quarterly / half yearly and
annual results, which are being published in Premier
English and Hindi daily newspapers. Press releases are
also issued simultaneously. Financial results of the
company are also posted at the Company s website.
Management Discussion and Analysis forms part of
the Directors Report, which is posted to the
shareholders of the Company.

General Shareholder Information

Detailed information in this regard is given in the section
Shareholder Information elsewhere in this report.
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Shareholders Information

1.

2.

3.

4.
5.

6.

7.

Dates of Book Closing

Date and venue of Annual General Meeting

Listing on Stock Exchanges in India

Status of Listing Fees

Listing on Stock Exchanges outside India

Registered office

Works

23.09.2005 to 30.09.2005 (both days inclusive)

30.09.2005 at 11:00 A.M. at Mushroom Centre,
Chambaghat,
Solan (H.P.) India

The Ludhiana Stock Exchange Association Ltd.

Phiroze Gandhi Market,

Ludhiana - 141 008 India

Tel: +91-161-2412316 Fax: +91-161-2404748

The Stock Exchange, Mumbai

Phiroze Jeejeebhoy Towers, Dalal Street,

Mumbai - 400 001 India

Tel: +91-22-22721233 Fax: +91-22-22723121

National Stock Exchange of India Ltd.

Exchange Plaza, 5™ Floor, Plot No. C/1, G Block,
Bandra Kurla Complex,

Bandra (East) Mumbai - 400 051 India

Tel: +91-22-26598235 Fax: +91-22-26598237

The Calcutta Stock Exchange Association Ltd.

7, Lyons Range,

Calcutta - 700 001 India

Tel: +91-33-22104470 Fax: +91-33-22104500

The Delhi Stock Exchange Association Ltd.

DSE House, 3/1, Asaf Ali Road,

New Delhi - 110 002 India

Tel: +91-11-23292039 Fax: +91-11-23292181

The Jaipur Stock Exchange Ltd.

Stock Exchange Building, Jawaharlal Nehru Marg,

Malviya Nagar, Jaipur - 302 017 India

Tel: +91-141-2729094 Fax: +91-141-2729082

Paid to all the above Stock Exchanges for 2005-2006.

The London Stock Exchange

3rd floor, 10, Paternoster Square,

London, EC4MT7LS

Tel: 0044-2077971000 Fax: 0044-2075886057

Luxembourg Stock Exchange

11, Avenue de la Porte Neuve BP.165 L-2011
Luxembourg Grand Duchy of Luxembourg

Tel: 00352-4779361 Fax:00352-477936204

8, Electronics Complex, Chambaghat,
Solan - 173 213 (H.P.)
Tel: +91-1792-230643/44 Fax: +91-1792-231902

Wireline/Wireless Division

8, Electronics Complex,

Chambaghat, Solan - 173 213 (H.P.)

Tel: +91-1792-230643/44 Fax: +91-1792-231902

Cable Division

Industrial Area, Phase-II,

Verna Electronic City,

Salcete, Goa - 403 722

Tel: +91-832-2783429 Fax: +91-832-2783444
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10.

11.

12.

13.

14.

Website / E-mail

Name of News Papers in which results
are generally published.

Corporate Office

Depositories

Share Transfer in physical form and other
communication regarding share certificates, dividends,
and change of address etc., to be sent to:

Share Transfer System

Shares sent for physical transfers are generally registered and

International Division
5% Floor, Palm Court, Near MDI, 20/4, MG Road,
Gurgaon, Haryana-122 001
Tel: +91-124-5084440 Fax: +91-124-5085511
Research & Development Centre
286, Udyog Vihar, Phase-1l Gurgaon
Tel: +91-124-5001601

122 016
Fax: +91-124-2349059

http://www.hfcl.com / secretarial@hfcl.com

Economic Times, Indian Express, Jansatta, Dainik Tribune

8, Commercial Complex, Masjid Moth, Greater Kailash-II,
New Delhi-110 048
Tel: +91-11-29216298 / 29222624 Fax: +91-11-29224448

National Securities Depository Ltd.

4% Floor, A Wing, Trade World, Kamla Mills Compound,
Senapati Bapat Marg, Lower Parel Mumbai - 400 013

Tel: +91-22-24994200 Fax: +91-22-24972993

Central Depository Services (India) Ltd.

Phiroze Jeejeebhoy Towers, 28" Floor, Dalal Street,
Mumbai-400 023

Tel: +91-22-22723333

M/s. MCS Ltd.

Shri Venkatesh Bhawan, W - 40, Okhla Industrial Area, Phase-II,
New Delhi 110 020

Tel: +91-11-26384909
E-mail: mcsdel@vsnl.com

Fax: +91-22-22723199

Fax: +91-11-26384907

returned within a period of 15 days from the date of receipt if

the documents are clear in all respects. The Share Transfer and Investors Grievance Committee meets as often as required.

The Total Number of shares transferred in physical form during the year 2004-2005:

Number of transfer deeds

126

Number of Shares

20360

Investors complaints received during the year 2004-2005:

Nature of Complaints Received Attended
Non Receipt of Shares 9 9
(Transfers/Transmissions/Exchange)

Dematerialisation 2 2
Issue of Duplicate Shares 2 2
Non receipt of Annual Reports 10 10
Total 23 23

The Company has attended to the investors grievances/correspondence within a period of 15 days from the date of receipt
of the same during the year 2004-2005 except in cases which are constrained by disputes and legal impediments. There were

no investor grievances remaining unattended/pending as at
Company Secretary as the Compliance Officer.

31% March, 2005. The Board has designated Shri M.N.K.Nair,
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15. Distribution of shareholdings as on 31st March, 2005 :

No. of Equity held No. of Shareholders % of Shareholders Shares Amount % of Shareholdings
(Rs.)
Upto 5000 129064 72.785 205356560 6.227
5001 10000 21242 11.979 160678810 4.873
10001 20000 12129 6.840 172706090 5.237
20001 30000 4554 2.568 108316120 3.285
30001 40000 2167 1.222 72308250 2.193
40001 50000 2035 1.148 89313570 2.708
50001 100000 2982 1.682 215657130 6.540
100001- above 2720 1.534 2234802680 67.769
Shares in Transit 429 0.242 38522450 1.168
TOTAL 177322 100.000 3297661660 100.000
16. Categories of shareholdings as on 31%t March, 2005 :
S. |Category No. of Number of shares held Voting
No. Shareholders Physical Demat Total Strength (%)
1. |Indian Financial Institutions 2 1200 27895775 27896975 8.45962
2. |[Mutual Funds 55 3830 3394140 3397970 1.03042
3. |Foreign Institutional Investors 34 5720 6966729 6972449 2.11436
4. |Depository to GDR holders 2 3600 1131180 1134780 0.34412
5. |[NRIs/OCBs/Foreign Companies/ 2975 194460 2145251 2339711 0.70951
Foreign Banks
6. |Domestic companies 4403 956220 90620968 91577188 27.77034
7. |Banks 13 488284 488284 0.14807
8. [Individuals 169395 428844 191048990 191477834 58.06473
9. [Trusts 11 17630 17630 0.00535
10{GIC & its subsidiaries 3 611100 611100 0.18531
11Shares in transit with NSDL/CDSL 429 3852245 3852245 1.16817
TOTAL 177322 1593874 328172292 329766166 100.000

17.

18.

Dematerialisation of shares

The Company s shares are compulsorily traded in dematerialised form as per SEBI guidelines. As on 31t March, 2005,
99.52% of the equity shares have been dematerialised.

Outstanding GDRs /ADRs or any Convertible Instruments, Conversion Date and any likely impact on equity:

Outstanding GDRs as on 31%t March, 2005 represent 1134780 shares (0.34%). There were 109 C Foreign Currency Convertible
Bonds (FCCBs) of US $ 50000 each outstanding for conversion into equity shares as on 31.03.2005 and the number of equity
shares to be issued on conversion depends on the price at the time of conversion.
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19. Stock Market Price Data:
Month BSE NSE
Highest Lowest Highest Lowest
April, 2004 14.16 12.05 14.20 11.50
May, 2004 12.50 8.83 12.50 8.10
June, 2004 9.15 7.20 9.85 7.20
July, 2004 11.88 7.60 11.90 7.65
August, 2004 9.90 8.02 9.90 8.00
September, 2004 9.05 8.00 9.05 7.95
October, 2004 8.97 7.70 9.40 7.65
November, 2004 9.57 7.55 9.55 7.45
December, 2004 20.00 8.21 19.90 8.15
January, 2005 26.85 17.65 27.00 17.60
February, 2005 25.70 19.15 25.65 19.00
March, 2005 24.55 15.85 24.55 15.00
20. Financial Calendar (tentative and subject to change) 2005-2006
Financial Reporting for the first quarter ending June 30, 2005 - Last week of July, 2005.
Financial Reporting for the second quarter and half year ending September 30, 2005: Last week of October, 2005.
Financial Reporting for the third quarter ending December 31, 2005: Last week of January, 2006.
Audited Accounts for the year ending March 31, 2006: Last week of June, 2006.
Annual General Meeting for the year ending March 31, 2006: September, 2006.
21. Stock Code: BSE : 500183 & NSE : HIMACHLFUT

CERTIFICATE ON CORPORATE GOVERNANCE
CERTIFICATE

To the Members of
HIMACHAL FUTURISTIC COMMUNICATIONS LTD

1.

We have examined the compliance of conditions of Corporate Governance by Himachal Futuristic Communications Ltd.
( the Company ) for the year ended 31st March, 2005 as stipulated in Clause 49 of the Listing Agreement of the said with
various Stock Exchanges (hereinafter referred to as the agreement ).

The compliance of conditions of Corporate Governance is the responsibility of the management. Our examination was
limited to the procedures and implementation thereof, adopted by the Company for ensuring the compliance of the conditions
of the Corporate Governance. It is neither an audit nor an expression of opinion on the financial statements of the Company.

In our opinion and based on our review and to the best of our information and according to the explanations given to us and
subject to the item nos. 3.1, 3.2 and 3.4 of the Corporate Governance Report regarding temporary shortfall in the Audit
Committee member, Remuneration Committee member and Share Transfer & Investors Grievance Committee, we certify
that the conditions of the Corporate Governance as stipulated in the Clause 49 of the agreement have been complied with in
all material aspects by the Company.

As required by the Guidance Note issued by the Institute of Chartered Accountants of India, we have to state that as per the
records maintained by the Share Transfer and Investors Grievance Committee, there were no investor grievances remaining
unattended/pending for more than 30 days as at 31st March, 2005 against the Company except in cases which are
constrained by disputes and legal impediments.

We further state that such compliance is neither an assurance as to the future viability of the Company nor the efficiency or
effectiveness with which the management has conducted the affairs of the Company.

For KHANDELWAL JAIN & CO.
CHARTERED ACCOUNTANTS

(AKASH SHINGHAL)
Partner
Membership No.: 103490

Place: New Delhi
Dated: 18th August, 2005
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DIRECTORS REPORT

To the Members,

The Directors have pleasure in presenting the Annual Report and Audited Accounts for the Financial Year ended 31t March

2005.

(Rupees in crore)

FINANCIAL RESULTS
Sales and Service
Other Income
Profit/ (Loss) before depreciation, finance charges and taxation
Less : Depreciation
Finance charges
Profit/ (Loss) before tax
Provision for Income Tax
Profit/ (Loss) after tax
Deferred tax liability reversed
Profit for the year
Prior period adjustments (net income)
Provision for impairment of fixed assets
Transferred from Debenture redemption Reserve
Balance brought forward from previous year
Balance carried to Balance Sheet

2004-2005 2003-2004
422.72 810.09
30.11 13.47
(79.75) (179.24)
27.08 25.82
63.03 112.38
(169.86) (317.44)
0.02 0.02
(169.88) (317.46)
49.03
(169.88) (268.43)
0.95 6.26
(31.95)
10.00
(6.75) 245.41
(207.63) (6.75)

DIVIDEND

In view of the loss incurred by the Company, your Directors
do not recommend any dividend on equity and preference
shares for the year ended 31st March, 2005.

MANAGEMENT DISCUSSIONS & ANALYSIS (MDA)
Financial Review

Sales during the year were down to Rs. 422.72 crores from
Rs. 810.09 crores in the previous year. During the year the
Company has incurred a net loss of Rs. 169.88 crores after
write offs and provisions. Depreciation was higher at
Rs. 27.08 crores compared to previous year of Rs. 25.82 crores.

Capital Structure and Loans etc.

During the financial year 2004-05 the paid up capital of the
Company has increased to Rs. 410.26 crores from Rs. 397.31
crores in the previous year.

Out of 340 Foreign Currency Convertible Bonds (FCCBs)
allotted by the Company in the previous year, 66 FCCBs
were converted into 12955071 equity shares during the year.
There were 109 Bonds of US $ 50000 each outstanding as on
31st March, 2005.

The Company has approached lenders, viz financial
institutions and banks for a financial restructuring package
which has been approved under the Corporate Debt
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Restructuring (CDR) mechanism by the CDR empowered
group of lenders and subsequently by respective lenders
individually. Accordingly the impact of CDR scheme has
been incorporated in the financial statements and
consequently interest amounting to Rs. 27.19 crore relating
to earlier year has been reversed and shown as other income.
CDR empowered group in its meeting held on 8th June,
2005 has approved modifications in the CDR package of
the Company. The modifications in the scheme includes
inter-alia reduction in rate of interest on loans, conversion of
certain loan amount into zero coupon premium bonds,
rescheduling of loans repayment etc.

Industry Structure & Developments

Over the past two years, the telecom sector in the country
has been growing at a steady rate, ranging between 25%-
30%. Teledensity has already reached 9.7% in 2005. Targets
of teledensities set by NTP are being achieved well in advance
and therefore, revision of targets has taken place to reach
250 M Lines by 2007. This will project India as the second
most important communication market worldwide.
Operators have big investment plans. BSNL alone plans
around US $ 18 Billion in next three years with 80 M new
lines of GSM. The cellular market has been growing
enormously. GSM subscriber base that was 5.5 M in
December 2001 has reached to 41 M in March, 2005 and will
be more than double by 2007. Total Mobile subscribers
(CDMA & GSM) are expected to reach around 150 M mark
by 2007. Competition among cellular operators is bringing






