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Auditors? Report
To the Members of HTL Limited

L. We have audited the attached Balance Sheet of HTL Limited as at March 31, 2009 and also
the Profit and Loss Account and the Cash Flow Statement for the vear 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.

3\-.)

We conducted our audit in accordance with auditing standards generally accepted in India.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstaternent. 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 si gnificant
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.

As required by the Companies (Auditor’s Report) Order, 2003 (as smended) 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 staterment on the matters specified in paragraphs 4
and 5 of the said Order.

Lad

4, Further {o our commenis in the Annexure referred to above,

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

(it} In our opinion, proper books of account, as required by law, have been kept by the
Company so far as appears from our examination of those books;

(1i1) The Balance Sheet, Profit and Loss Account and Cash Flow Statement dealt with by this
~-..  reportare in agreement with the books of account;

(ivy In our opinion, the Balance Sheet, Profit and Loss Account and Cash Flow Statement
dealt with by this report comply with the accounting standards referrad o in sub-section
{(3C) of Section 211 of the Companies Act, 1956;

{7 On the basis of written representations received from the Directors as on March 31, 2009,
and taken on record by the Board of Directors, we report that none of the Directors is
disqualified as on March 31, 2009 from being appointed as a director in terms of clause
(g} of sub-section(]) of Section 274 of the Companies Act, 1956;

vij Attention is Invited to Note No.C-2 of Schedule 20 in the financial statements. The
Company incurred a net loss of Rs 1,042,696 thousands during the year and has
accumulated losses-of Rs 3,888 920 thousands as af March 3) , 2009, which has resulted
in negative net worth of Rs. 3,738,920 thousands. The Company’s current liabilities have
exceeded its current assets by Rs 1,984 397 thousands as &t that date. Further, the
Company has overdrawn borrowings from banks by Rs. 492,613 thousands and also has
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overdue loans from Govermment of India amounting to Rs 62,420 thousands together
with interest accrued and due thereon of Rs. 166,440 thousands. The wurnover during the
current year is only Rs 380,124 thousands. The Company's plans to raise fund are
dependent on resolution of various unceriainties and litigation nvolving the sale of land
as referred to in the above note. These factors along with other matters as set forth in the
above note raise substantial doubt that the Company will be able to continue as a going
concern. The Company is hopeful of a successful ouicome in the lirigation. The Company
has also received orders for erection of Telecom Towers and is also expecting further
orders for Telecom Towers ond Integrared Fixed Wireless Terminals. In view of the
management’s expectation of the successful outcome of the above proposals, the
JSinancials starements have been prepared on a going concern basis. However, in view of
the above uncerfainties, we are unable to comment on the ability of the Company 1o
continue as a ‘going concern’ and the conseguential adjustments to the accompanying
Jinancial statements, if any, that might have been necessary had the financial statements
been prepared under liguidation basis.

Subject 10 owr comments in sub-paragraph (vi} above, the impact whereof on the
Company’s losses/ accumulated losses is not ascertainable, in our opinion and to the best
of our information and according to the explanations given to us, the said statements of
account, 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 accented in India;

{(a) In the case of the Balance Sheet, of the state of affairs of the Company as at
March 31, 2009;

{b} in the case of the Profit and Loss Account, of the loss of the Company for the
vear ended on that date; and

{c) In the case of Cash Flow Statement, of the cash flows of the Company for the
year ended on that date.
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For 8. R. BATLIBOI & CO.
Chartered Accountants

Ldrosas

per Sunil Bhumralkar
Partner
Membership No. 35141

Place : Chennal
Date

June 29, 2009
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Annexure referred to in paragraph 3 of our report of even date
HTL Limited

{iy {a) The Company is maintaining proper records showing full particulars, including
quantitative details and situation of fixed assets.

{b) All fixed assets have not been physicaily verified by the management during the year but
there is a regular program of verification which, in our opinion, is reasonable having
regard to the size of the Company and the nature of its assets and as mformed, no
material discrepancies were noticed on such verification.

(¢} There is no disposal of a substantial part of fixed assets during the year.

(i1} {a) The management has conducied physical verification of inventory at reasonable intervals
during the year.

{b) The procedures of physical verification of inveniory 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 is maintaining proper records of inventory and no material discrepancies
" were noticed on physical verification.

(111}  According to the information and explanations provided by the management, there are no
parties covered under section 301 of the Companies Act, 1936, Hence clause 4 (i) of
Companies (Auditor’s Reporty Order, 2003 (as amended) is not applicable to the
Cornpany.

(iv) In our opinion and according to the Information and explanations given to us, there i3 an
adequate internal control system cormnensurate with the size of the Company and the
nature of its business, for the purchase of inventory and fixed assets and for the sale of
goods and services. During the course of our audit, no major weakness has been noticed
in the internal control system in respect of these areas.

() According to the information and explanations provided by the management, there are no
parties covered under section 301 of the Companies Act, 1936, Hence, clavse 4 (v) of
Companies {Auditor’s Report) Order, 2003 (as amended) is not applicable to the
Company.

{vi} The Company has not accepted any deposits from the public.

{(vi1}  In ocur opinion, the Company has an internal audit system commensurate with the size
and nature of its business.

{(viit) To the best of our knowledge and as explained, the Central Government has net
prescribed maintenance of cost records under clause {(d} of sub-section (1} of section 209
of the Companies Act, 1936 for the products of the Company.
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{ix)

(ay Undisputed statutory dues including provident fund, invesior education and protection
Jund, employees’ state insurance, tncome-tax, wealth tax, seyvice rax, sales-tax, custom
duty, excise duty, cess and other material staiutory dues have not been regularly
deposited with the appropriate authorities and there hove been delavs in large number of
cases.

{0} According to the information and explanaiions given fo us, undispuied dues in respect of
provident fund, investor education and protection fund, emplayees’ state insurance,
income-fer, wealth-tax, service tax, sales-tax, customs duty, excise duty, cess and other
staturory dues which were owtstanding, at the year end, for a period of more than six
months from the date they became payable, are as follows:

SL Ne. | Name of the Statute Nature of Dues Amount Rs. Due Date
In ‘0G0s
1 {The Central Sales Tax|Differential sales tax payable on 22,009 Various Dates
Act 1956 price revision for the year 2001-02,
2002-03 and 2003-04 for the sales
to BSNL for the peripd from
October 2000 to March 2001, :
2 The Tamil Nadu = Differenticd sales tax pavable on 1,743 Various Dates
General Sales Tax  \price revision for the year 2001-02
Aet, 1959 and 2002-03 for the sales to BSNL
' or the period from Cetober 2000 to
AMarch 2001,
3 |The Central Sales Tax|Additional sales tax payable for the 28,745 Various Dates
Aot 1956 vear 2001 -02.
4 \The Central Sales Tax|Differential sales rax payable for 139,069 30" May, 2002
Act, 1956 the year 2002-03 for non-
availability of C/D Forms for the
period 1.4.02 10 11.5.02 from
BSNL/MINL. |
3 The Central Sales Toax|Differential sales tax payable for 666,008:  Various Dates
Act, 1956 the Year 2000-01 for non -
submission of C/D Forms from
BSNL/MINL.
6 |The Central Sales Tax|Sales tax payable for the period 139 Various Dates
Act, 1956 from April 2004 to October 2004,
August 2005 and interest payable
thereon.
7 iThe Central Excise  |Excise duty payable on revernues 9,454  Various Dates
Act, 1944 HOE yet invoiced.
&  iThe Central Sales Tox|Sales Tax payabie on revenues not 684, Various Dates
Act, 1956 yet invoiced.
9 1The Central Sales Tax|Differential Sales Tax Payvable for 16,6421 Various Dates
Act, 1936 the year 2004 — 2007
10 iThe Central Sales Tax|Differential Sales Tax Payable for 7,607 Various Dates
Act, 1956 the year 2004 — 2007
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Si. No. { Name of the Statute Nature of Dues Amount Rs. Dae Date
In “000s
11 \lncome Tax Act, 1961 lncome Tax payable for the 22,272 31" March 2000
Assessment Year 2000-01 on
account of disallowance of
provision for doubtful debts &
advances
12 |Employee’s Provident Interest and Damages Payable for 2,076)  Various Dates
Funds & PF delays for the financial year
Miscellaneous 2006 ~ 2607
FProvisions Act, 1952
{c) According to the records of the Company, the dues outstanding of income-tax, sales-tax,
wealth-tax, service tax, custom duty, excise duty and cess on account of any dispute, are
as follows:
SL. Name of the Nature of Dues Amount Rs. | Forum where dispute
No. Statute In ‘000s is pending
1 [The Central Sales Differential sales tax payable for 49,864|Sales Tax Appellate
Tax Act, 1936 inon -submission of C/D Forms Tribunal and Madras
from 1993-94 to 1998-99, High Court
2 |The Central Sales{Differential sales tax payable on 738:Sales Tax Appellate
Tax Act, 1956 non submission of D Forms frem Tribunal
1995-96 to 1997-98 in respect of
spares.
3 {The Central SalesDifferential sales tax payable for 20,573 Madras High Court
Tax Act, 1936 1999.00 for non submission of /D
Forms.
4 {The Tamil Nadu [Differential sales tax on sales to 16,484 \Madras High Court
General Sales BSNL from October 2600 to March
Tax Act, 1659 2001,
5 IThe Tamil Nadu {Interest levied on delay in payment 229 Madras High Court
General Sales of differential sales tax for October
Tax Act 1959 2000,
6  |[The Central Sales Interest levied on delay in payment 6.030{Madras High Court
Tax Act, 1556 of differential sales tax for the ,
month of October 2000,
7 ilcome Tax Act, {Income Tax on disallowance of 18,119 /Income Tax Appellate
1961 Non-moving / obsolete inveniory Tribonal
for 1998-99 apd 2000-01.
8  [The Central Excise Duty on wage arrears from 12,7881Commissioner of
Excise Act, 1944 11986 to 1990, Central Excise
{Appeals)
9 {The Central Excise Duty on additional sales 15,104:Custom, Excise and
Excise Act, 1944 |against notional interest on advance Service Tax Appellate
received from the customers. Tribunal
16 |The Central Penalty levied on account of delay 1,000/Commissioner of
Excise Act, 1944 jin payment of excise duty. Central Excise
{Appeals), Chennai
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(x)

{xi)

(xii)

(xii)

{xiv)

(xv}

(xvi)

(xvit}

(xvii)

{xix)

(2}

The Company's accumulated losses at the end of the financial year are more than fifty
percent of its net worth. The Company has incurred casn loss during the year. In the
immediately preceding financial year also, the Company had incurred cash loss.

Rased on our audit procedures and as per the information and explanations given by the
management, we are of the opinion that the working capital borrowings from the banks
have been in excess of the bank limits throughout the year. At the close of the year, such
overdrawn borrowings amounted to Ks. 492,613 thousands. 4s at March 31, 2009 interest
acerued and due on these loans is Rs. 818,373 thousands.

According to the information and explanations given to us and based on the documents
and records produced to us, the Company has not granted loans and advances on the basis
of security by way of pledge of shares, debentures and other securities.

In our opinion, the Company is not a chit fund or 2 nidhi / smutual benefit fand / society.
Hence, the provisions of clause 4(x1ii) of the Companies (Auditor’s Repert) Order, 2003
{as amended) are not applicable to the Company.

In our opinion, the Company is not dealing in or trading in shares, securities, debentures
and other investments. Hence, the provisions of clause 4(xiv) of the Companies
{Auditor’s Report) Order, 2003 {as amended) are not applicable to the Company.

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

The Company did not take any fresh term loans during the year.

According to the information and explanations given to us and on an overail examination
of the balance sheet and cash flow statement of the Company, we report that as at 317
March, 2009, short term funds to the tune of Rs 372.68 croves {approx,) out of operating
working capital and cash credits, have been used 10 primarily finance the cash losses of
the Company. '

According to the information and explanations provided by the management, there are no
parties covered under section 301 of the Companies Act, 1956, Hence, clause 4 (xviii} of
Companies {Aunditor’s Report) Order, 2003 (as amended) is not applicable to the
Company.

The Company did not have any outstanding debentures during the year.

The Company has not raised any money through a public issue during the year.
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(xxi) Based upon the audit procedures performed for the purpose of reporting the true and fair
view of the financial statements and as per the information and explanations given by the
management, we report that no fraud on or by the Company has been noticed or reported
during the course of our audit.
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For S. R. BATLIROI & CO.
Chartered Accountants

(it

per Sunil Bhumralkar
Partoer
Membership No. 35141

Place : Chennai
Date : June 29, 2009




HTL L'TD.
Registered Office: GST Road, Guindy, Chennai - 600 032

DIRECTORS’ REPORT

Ta the Members,

The Directors have pléasure in presenting the 48" Annual Report and Audited Accounts
for the financial year ended 31% March 2009,

FINANCIAL RESULTS
{ Rs. in crore)
PARTICULARS 2008-09 2007-08
Rs. Rs.
Sales, Services and Other Income 39.39 18.83
Profit {loss) Before Depreciation, Finance Charges {66.44) {10.29)
and Taxation
Less: Depreciation 0.88 1.17
Finance Charges _ 36.93 33,73
Net Loss for the year (104.27y {45.19)
Add: Loss Brought Forward from Previous Year (284.62) {239.43)
Deficit carried to the Balance Sheet (388.89) {284.62)
DIVIDEND

In view of the losses incurred by the Company, no dividend can be recommended for the
year,

SIGNIFICANT EVENTS OF THE YEAR

{1) The Hon'ble High Court of Madras have passed orders on 30.5.2008 set asiding the
G.0. (4D) No.12 of Micro , Small & Medium Enterprises (F) Dept. 23.4.2008
issued by Government of TamilNadu for taking back the vacant land of 11.021
acres allotted to the Company after paying the amount decided by the District
Collector by citing the unregistered Assignment Deed and also dismissed the Wit
Appeal filed by them on 23.3.2009 in this regard. The Company 1s following up
with the Department of Micro , Small & Medium Enterprises (F) for issuing
directions to SIDCO for execution of necessary documents to incorporate the
missing survey numbers in the Registered Sale Deed dated 22.1.1993.



In view of the above, the Company’s financial restructuring plan could not be
carried out. The same is dependent on the completion of above required formality
with SIDCO and then disposal of the vacant land measuring 11,021 acres.

(2} The Company acquired a land measuring 15.09 acres at Hosur from SIPCOT in
1983 thru’ a regisiered Lease cum Sale Agreement. A factory building has aiso
been constructed & limited operations for a very short period were carried out in
3.50 acres.SIPCOT has been extending the time till September 2008 for full
utilization of the said land and the Company could not utilize the said land fully as
planned due to its severe financial constraints.The Estate Officer |, SIPCOT
Industrial Complex , Hosur issued a Notice under the Tamilnadu Public Premises
Eviction Act, 1975 for resumption of 11.50 acres as unutilsed as per the Clause 10
(a) & (b) of the Lease cum Sale Agreement . An enquiry was conducted on
29.4.2009 and the Company requested time till 31.8.2009 for utilizing the said land.
The outcome of the said enquiry 1s awaitted.

{3} The Company has filed a reference to the Hon’ble Board for Industrial and Financial
Reconstruction (BIFR) as per the audited balance sheet of the year 2001-02 in
accordance with the provisions of the Sick Industrnial Companies (Special
Provisions) Act, 1985. The hearings took place on 3.12.2004, 29.11.2006,
16.4.2009 and 8.6.2009. In the hearing held on 8.6.2009, the Hon’ble BIFR Bench
directed that the Company be declared as a sick industrial company in terms of
section 3{1}{0) of SICA,1985. Further, the Bench appointed SBI as the Operating
Agency with directions fo prepare a revival scheme, if feasible on or before
30.9.2009. The Company was directed to submit a draft rehabilitation proposal to
SBI{OA) and the OA will examine the draft rehabilitation proposal of the
Company, hold a Joint Meeting of concerned agencies and submit a Draft
Rehabilitation Scheme(DRS) to the BIFR at the earliest. The next hearing is fixed

on 29.9.2009.

REVIEW OF OPERATIONS

The value of sales of different products made during the year under review with
comparative figures for the previous year are: -

{Rs in Lakhs)
PRODUCTS 2008-09 2007-08
{Rs.) (Rs.)
Turnkey Project —~RailTel 4.61 11.82
Turnkey Project — NIB-BSNL 96,66 75.42
IFWT 1956.24 -
STM 1012.19 -
Tower Erection 19 81 -
Service Charges 649 97 263.73
Spares 61.76 68.88
TOTAL 3801.24 419.85




The Company’s performance during the year under review was poor since the Company
continued to face severe financial crists including the working capital.

CURRENT POSITION AND OUTLOOK

The mmprovement in the Company’s performance 1s dependent upon overcoming the
working capital shortfall by way of induction of funds and clearing of the overdues by
sale of the surplus vacant land measuring 11.021 acres.

FIXED DEPOSITS

DIRECTORS

Shri Mahendra Nahata and Shri M.P.Shukla are retiring by rotation at the forthcoming
Amnual General Meeting of the Company and being eligible, offer themselves for
re-appotntment.

DIRECTORS’ RESPONSIBILITY STATEMENT

Pursuant to the requirements under Section 217(2AA} of the Companies Act, 1956 with
respect to Directors’ Responsibility Statement, it is hereby confirmed:

1

&

L

that in the preparation of the accounts for the financial year ended
31% March, 2009, the applicable accounting standards have been followed along
with proper explanations relating to material departures:

that the Directors have selected such accounting policies and applied them
consistently and made judgments and estimates that were reasonable and prudent
{read with Notes on Accounts in Schedule 20 of the Audifed Statement of
Accounts) so as {0 give a true and fair view of the state of affairs of the Company
at the end of the financial year and of the loss of the Company for the year under
review,

that the Directors have taken proper and sufficient care for the maintenance of
adequate accounting records in accordance with the provisions of the Companies
Act, 1956 for safeguarding the assets of the Company and for preventing and
detecting fraud and other irregularities; and

that the Directors have prepared the annual accounts for the financial vear ended
31% March,2009 on a going concern basis subject to the position as clarified in
Note No. C.2 in Schedule 20 of the Audited Statement of Accounts.



ATCDITORS

M/s S.R.Bathbot & Co, Chartered Accountants, New Delhi retire at the conclusion of the
ensuing Anrual General Meeting and being eligible, offer themselves for re-appointment.

AUDITORS’ REPORT

The information and explanation on qualifications/ observations in the Auditors’ Report
are given in Annexure 1 of this Report.

PERSONNEL

The manpower strength at the close of the year was 340 as compared to 394 at the
beginning of the year. None of the employees of the Company was drawing aggregate
salary of Rs 24,00,000 or more per annum, if employed throughout the year or
Rs.2,00,000 per month or more , if employed for a part of the year under review and as
such the provisions of giving information pursuant to Section 217(2A) of the Companies
Act 1956 read with Companies Particulars of Employees Rules, 1975 are not applicable.

CONSERVATION . OF ENERGY/ TECHNOLOGY ABSORPTION AND
FOREIGN EXCHANGE EARNINGS AND OUTGO.

‘The information required under Section 217(1)(e) of the Companies Act, 1956 read with
Companies (Disclosure of Particulars in the Report of the Board of Directors) Rules, 1988
with respect to these matters is set out in Annexure 2 and forms part of this Report.

ACKNOWLEDGEMENTS

Your Board of Directors place on record their sincere thanks for the assistance and
support extended by the Department of Telecommunications, Government of India,
Government of Tamil Nadu , BSNL , MTNL |, Reliance and Aircel . Your Direciors also
- wish to express their gratitude for the co-operation and assistance extended by the Banks
and Supphers.

Your Directors wish to place on record their sincere appreciation of the dedicated efforts
put in by the employees at all levels in the Company.

For and on behalf of the Board

QI\I\‘».K....J g
lace © New Delhi

Date - 26% June , 2009 CHAIRMAN



ANNEXURE 1 TO THE DIRECTORS’ REPORT

INFORMATION AND EXPLANATION ON QUALIFICATIONS / OBSERVATIONS
IN THE AUDITORS’ REFORT

(A) OBSERVATIONS IN THE AUDITORS’ REPORT

Auditors® QObservation:

4. (VD) Astention is invited lo Note No.C-2 of Schedule 20 in the financial siatements. The
Company incurred a net loss of Rs. 1,042,696 thousands during the year and has
accumulated losses of Rs 3,888,920 thousands as ar March 31, 2009, which has
resulted in negative net worth of Rs. 3,738,920 thousands. The Company's current
lighilities have exceeded its current assets by Rs 1,984,397 thousands as at that date.
Further, the Company has overdrawn borrowings from banks by Rs. 492,613
thousands and also has overdue loans from Government of India amounting to
Rs 62,420 thousands together with interest accrued and due thereon of Rs. 166,440
thousands. The twnover during the cwrrent year is only Rs 380,124 thousands. The
Company's plans to raise fund are dependent on resolution of various uncertainties
and litigation involving the sale of land as referred in the above note. These factors
along with other matters as set forth in the above note raise substanticl doubt that the
Company will be able to continue as a going concern. The Company is hopeful of a

© successful outcome in the litigation. The Company has also received orders Jor
erection of Telecom Towers and is also expecting further orders for Teiecom Towers
and Integrated Fixed Wireless Terminals. In expectation of the successful outcome of
the above proposals, the financials statements have been prepared on o going concern
basis. In view of the above, we are unable to comment on the ability of the Company to
continue as a ‘going concern’ and the consequential adjustments to the accompanying
financial statements, if any, thai might have been necessary had the financial
siatemenis been prepared under liquidation basis.

Reply of the Board:

The Company is confident 1o clear all its over dues on realization of proceeds of
the proposed sale of vacant land of 11.021 acres. The Hon’ble High Court of
Madras have passed orders on 30.9.2008 confirming the clear tittle on the said
land of the Company & set aside the Government Order passed for taking back
the said land and have also passed orders on 23.3.2009 dismissing the Wnt
Appeal of the Government of TamilNadu The Company is following with the
Government of TamilNadu for its directions to SIDCO for execution of
appropriate document for incorporation of the four survey numbers omitted in
the registered sale deed dated 22.1.1993 executed by SIDCO.The Company will
be in a position to proceed with its plan of sale on completion of this formality.



Though there 18 a good potential for Telecom Products & the Company is
having necessary expertise, it could not perform well mainly due to lack of
credit facilities from Bankers and also its acute financial constraints. In the said
circumstances, the Company achieved a turn over of Rs. 38 Crores by availing
alternate private financial arrangements which has also resulted very low
margim. The Company is confident to improve its performance substantially on
completion of the proposed sale of above mentioned land. This matter has been
explained in detail in Note No.C 2 of Schedule 20 of the Audited Statement of
Accounts. All efforts are taken for continuance of the Company and hence, the
Company 1s an ongoing concern only and the financial statements are finalized
as an on going concern basis,

(B) OBSERVATIONS IN THE ANNEXURE TO AUDITORS’ REPORT

1.

Auditers’ Observation:

Para (ixi{e) : Undisputed statutory dues including providemt fund, investor
education and profection fund, employees’ staie insurance, income-tax, wealth tax,
service tax, sales tax, custom duty, excise dufy , cess and other material siatuiory
dues have not been regularly deposited with the appropriate authorities and there
have been delays in large number of cases.

Reply of the Board:

The delays im payment of statutory dues were on account of extreme critical
financial position of the Company.

Auditors’ Observation:

Para (ix)(b): According to the information and explanations given to us, undisputed
dues in respect of provident fund, investor education and protection fund,
employees' state insurance, income-iax, wealth tax, service tax, sales<icx, customs
duty, excise duty, cess and other statutory dues which were outstanding, at the year
end, for a period of more than six months from the date they became payable, are
as follows:

{Details as per Auditors’ Report not repeated here).
Reply of the Beard:

The dues in respect of sales-tax could not be paid mainly on account of non-
reimbursement of sales-tax by BSNL in spite of its commitment to reimburse the
sales-tax, non-submission of D/C Forms by the customers in time, critical financial
position of the Company and the consequent interest Hability for non-payment of
sales-tax.



Regarding income-tax dues, the provision has been made on the basis of stand taken
by the department in earlier years in respect of disallowance of provision for
doubtful debts consequent upon changes in law with retrospective effect.

Excise duty and sales-tax payable on revenues not invoiced is on account of upward
revision of prices for which invoices are yet to be raised formally due to certain
disputes with BSNL although sales have been accounted for in the books.

Interest and Damages payable on delayed remitiance of PF dues is on account of
acute financial crisis and will be remitted after the hearing & geiting final demand
in this regard.

Auditors’ Ohservations:

Para (xj: The Company's accumulated losses at the end of the financial year are
more than fifty percent of its net worth. The Company has incurred cash loss
during the year. In the immediately preceding financial year also, the Comparny
had incurred cash [0ss.

Para {xi): Based on ouwr audit procedures and as per the informuation and
explanations given by the management, we are of the opinion that the working
capital borrowings jrom the banks have been in excess of the bank limits
throughout the year. A1 the close of the year, such overdrawn borrowings amounted
to Rs. 492,613 thousands As at March 31,2009 interest accrued and due on these
loans is Rs. 818,373 thousand,

Para {xvii): According to the information and explanations given fo us and on an
overall examination of the balamce sheet and cash flow statement of the Company,
we report that as at 317 March, 2009, short term funds to the tune of Rs. 372.68
Crores (approx.), without considering permanent working capital, have been used
fo primarily finance the cash losses of the Company.

Reply of the Board:

These are only statement of facts and need no further comment by the Board except
that in absence of any arrangement of long term funds to finance the cash losses, the
avallable working funds got depleted resulting into use of short term funds for
meeting the losses.
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ANNEXURE 2 TO THE DIRECTORS’ REPORT

INFORMATION UNDER SECTION 217(1)e) OF THE COMPANIES ACT, 1956
READ WITH COMPANIES (DISCLOSURE OF PARTICULARS IN THE
REPORT GF THE BOARD OF DIRECTORS) RULES, 1988 FOR THE
YEAR ENDED 31" MARCH, 2009,
CONSERVATION OF ENERGY
The Company’s operations involve low energy consumption. The Company nevertheless,
continued s efforts to conserve energy.
RESEARCH AND DEVELOPMENT (R&D)
The Company has incurred a sum of Rs.021lacs during the year 2008-09 towards
recurring expenditure on R&D. The Company could not spend on R& D due to its severe
financial constraints and more over the goods are imported as such in the present scenario
in the Telecom Sector.
TECHNOLOGY ABSORPTION, ADOPTION AND INNOVATION
The Company has absorbed technologies from tie-up with its foreign partners for the
product they supplied. Efforts are continued for absorption of technology wherever new
products are infroduced.
FOREIGN EXCHANGE EARNINGS AND OUTGO

(Rs. in ‘000)
FOB Value of Exports Nil
CIF Value of Imports 222,636

Expenditure in Foreign Currency Nil

Fikdrdkk



HTL LIMITED
Balance sheet as at 31st March 2009

As at As at
Schedules 3tst March 2609 31st March 2003
Rs. in G0{s Rs. in 00Bs

SOURCES OF FUNDS
Shareheiders’ Funds
Capital H 136,080 150,060
Reserves and Surplus 2 - 130,000 - 150,000
Loan Funds 3
Secured Loans 1.543,988 1,352,633
Unsecured Loans 258,860 1,804,848 213,547 1,566,530

TOTAL 1,954,848 1,716,588
LPPLICATION OF FUNDS
Fixed Assets 4
‘Giross Block 328,463 321,698
Less: Depreciation 478,138 470,191
Net Block : 50,325 51,307
Capital work-in-progress - 2,215
Current Assets, Loans and Advanees
Inventories 3 31,228 71,967
Sundry Debiors 5] 276,550 888,641
Cash & Bank Balances 7 123,508 299,961
Other Current Assets 8 115,387 80,594
Loans and Advances g 19354 73,044

1,226,627 1,404,207
{.ess: Current Liabilities and Provisions i@
Current Liahilities 3,101,616 2484225
Provisions 108,308 107,797
3,210,424 2,397 022

Net Current Assets {1,984.397} (1,187,815}
wiiscellaneous Expenditure 1T - 4,449
{To the exient not written off or adjusted}
Profit and Loss Account 3,888,920 2,846,224

TOTAL 1,954,848 1,716,584
Notes to Account 20

The schedules referred fo above and notes 1o accounts form an integral part of the Balance Sheet

As per our report of even date

2b byt & (o

For 5.RE.Batliboi & Co. For and on behalf of the Board of Directors

ﬁbﬁrtereﬁ Accountants .
,‘{ {_m \\\ k™ \J\‘f

S mwxv,ﬁf\\%&x\wk@, A %}—m @
“per Sunil Bhumratlar //
Partner Chairman Driweetor

Membership No. 33141

Secretary

Piace : Delhi
Dizte : June 29, 2669

Place: Chennal
Date ; June 29, 2069




HTL LIMITED
Profit and Loss Account for the year ended 3ist March 20609

- he schedules referred 1o above and notes to aceounts form an integral part of the Profit and Loss Account

. Year ended Year ended
Schedules 31st March 2009 33st March 2008
Rs. in 080s Rs. in 000s
INCOME
Turnover {Gross § iz 382,642 43,4594
Less: Excise Duty {2,518} £1.50%
Turnover (Net) 380,124 4} 982
Impacr of price revision on sales of eariier years - 7,757
Other Income 13 13, 80% 138.53%
393,933 188,301
EXPENDITURE
Materials & Components Consumed 14 447,349 34,750
Excise Duty 519 1,207
Personnel Expenses 15 148,950 152,791
- erating and Other Expenses 16 490,525 66,771
Provision for Doubtful Debts and Advances (net) 6,837 22,471
Provision for Inventory {net) 17 (50,4263 7.6937
Decrease in Inventories 13 47,972 {2523
Financial Expenses ig 365,515 337,285
Depreciation 8,822 11,733
Amortisation of Voluntary Retirement Scheme Expenditure 4,450 4,944
_ 1,435,513 639,394
Loss for the year before tax {1,041,580) (451,093)
Less: Fringe Benefit Tax 1,116 803
Loss After Tax (1,042,696} {431,896}
Add: Balance brought forward from Previous Year {2,846,224) (2,354,328}
Deficit Carried to the Balance Sheet (3,588,924} (2,846,224}
Earnings Per Share (Basic & Diluted) (Nominal Value per Share Rs. 1004 {693.13) {301.26)
Notes to Acconnt 20

As per our report of even date

‘%:x:sa}.-\\-}a@ & Qf}
For atliboi & Co.
Chartered Accountants

Lot

per Sunil Bhumralkar
Partner
Membership No. 35143

. f-f; e +
< "Hecretary

Place: Delhi
Date : June 19, 2009

Place: Chennail
Date » June 29, 2042

/’nj’{;@?\
@ &

For and on behaif of the Beard of Birectors



HTL LIMITED
Cash Fiow Stafement for the year ended March 31, 2089

20432009 20072008
R i 0002 R in (00
A, Cash Flows from/f{used in ) Operating Activities
Met Loss befare Taxation {1.041,380) {451,093}
Adjustents for
Depreciation 8822 11,733
Lass/Profit on Dispogal of Fixed Assets {net} (353 {143)
Foraign Exchange Loss/Gain {net) 274,714 (52,746}
interest Income {12,500} {26,337
Interest Expense 355 249 3270560
Frewvision far Inventory {50,428% 7,691
Exgegs L &5 Written Back - {465)
Provigion for Doubtful Debiz and Advances A 837 12 AT
{Increase Y Decrease in Miscallanesus Expenditure to the extent not written off 4,449 4 944
Qgerating Loss before Working Capital Changes (456,478 {181,072
Movements in Working Capital ©
{Iscrease)f Deerease i Sundry Debiors {13,483) 425,848
Decrease in Inventeries 51165 {33,231
{Increasel Decrease in Loans and advances 3,128 (2,011
{Increzse)y Decrease in Dither current agsets {34,325 -
Increase/ Decrease) in Curvent Liabilities Th4 (482 9073
Cash Generated from Operations {154,975} 126,877
Dhrect Taxes Paid {Net of Refunds) {16,816} {38,378)
Met Cash framif{used i Opersting Activities {1531,721) 185,199
B. Cash Flows from Iavesting Activities
Purchase of Fixed Assets (53,4723 £5,801)
Fraceeds fraom sale of fxed sssets B2 795
Increase in term deposits made with banks duning the year - £150,109)
Decrease in Tems Deposits with Banks, redeemed during the year PTTATE 1Al
Interest Beeeived 12032 22,12
MNet Cash from/{used in} Investing Activities 184,220 {35,792
C. Cash Flows from Fisagcing Activities
Repayments of Short - Terin Borrowings {43,628} {64,767
Praceeds fom Shont-Tern Bomowings 30,000 -
Isterest Paid {15,678} 66,182
Net £ash fromi{used in} Financing Activities (31,308) {130,959}
Met Decrease in Cash and Cash Eguivalents (A + B+ () 1,323 1,448
Cash and Cash Equivalents at the Beginning of the Year 6,315 4,867
Cagh spd Cash Equivalents at the End of the YVesr 7438 6,315
Composzents of Cash and Cash Equivalents as at * March 33, 2809 March 31, 2008
R _Rs. in 0048s Rs. In O0ds
Cash and Cheques on Hang 421 =N
With banks - on Current Account 7,017 5163
Cash and Cash Equivalenss at the End of the Year 7,438 5,315

* Cash and cash equivalents do not inchude tsrm depesits pledged with bapks, not readily available for enceshment.

Ay per our report of oven date

OB e ib & (o
For 5.R.

BATLIBOL & CO., “\\,\,\,_ -

Chartersd Accountants

O

per Sunil Bhumrathar
Partner
Membership Me. 35141

Place: Chennal

Date: Jupe 2%, 20409

v

Chairman

Secretary

Place : Delhi
Drate: June 29, 2089

For and on behalf of the Board of Directers



HTL LIMITED
Schedules to the Financial Statements for the year ended March 31, 2009

As at As af
31.03.2009 31.03.2008
Rs.in 000's Hs.in {04075
Schedule § ; Capital
Authorised Capital
2,000,000 Equity Shares of Rs. 100 each 00,000 200,000
Issued, Subscribed and Paid up capital
1,500,000 Equity Shares of Rs. 100 each 150,000 150,000
130,000 156,000

- Note:

1. Ow of the above, 82,000 shares (Previous Year 82,000} alotted as fully paid Bonus Shares by Capitalisation of General Reserve.

2. Out of the above, 1,110,000 shares (Previous year 1,110,000} are held by Himachal Futuristic Communications Limited, the

Holding Company.

As at As at
31.03.2609 31.03.20608
Rs.in 0G0's Rs.ip 000

Schedulé 2 ; Reserves and Surplus

Capital Reserve: * -

* Represents Re.1/- for land acquired free of cost from Tamilnadu State Government,




HTL LIMITED

Schedules to the Firancial Statements for the year ended March 31, 2049

** Refer Note C - 3 of Schedule 20
** Refer Note C - 4b of Schedule 20

As at As at
31.03.26408 31.03.2008
Rs.in 600's Rs.in 00¢'s
Schedule 3 : Loan Funds
Secured :
From Banks :
Working Capital Demand Loans * 23,034 23,034
Cash Credit facilities 704,579 750,207
Add: Interest acerued and due 818,375 1,545,988 579,392 1,352,633
1,545 988 1,352,633
Fragecured
. Loan from Govt. of India ** 62,420 62,420
Add: Inferest accrued and due 166,440 228,860 151,527 213,547
Loan from Others 33,000 -
258,860 213,947
1,804,848 1,566,580
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HTL LIMITED

Schedules to the Finaneial Statements {or the year ended March 31, 2609
: Asat Asatr
31.63.2009% 31.03.2008
. Rs.in §0d's Rs.in 00's
Schedale §: Inventorics
Stores and Spare Parts:
Stores and Spares 3324 5,362
Dies, Jgs and Fixrures - -
5,324 5,362
Less: Provision for Nop Moving 4,973 351 4,973 330
Materials and Components :
{inchiding Material in Transit and under inspection Rs. 4.64 lacs,
Previcus year Rs.1,648.53 tacs} 181,799 234954
[ess; Provision for Non Moving 176,015 5,784 176,015 48,9319
Finished Goods 14,290 11,735
Less: Provision for Non Moving 11,735 2,535 13,738 -
- ork-ineProgress 52,897 103,424
Less: Provision for Non Moving 36,355 22,538 80,783 22,639
31,228 71,367
As at As at
31.03.2009 31.83.2008
Rs.in §00's Bs.in 00§'s
Schedule 6: Sundry Debtors
{Unsecured)
Debts ontstanding for a period excerding six months
Considered Good 724,842 £47,645
Considered Doubtful 346,001 346,427
Other Debts
Considered Good 151,708 20,596
] 1,322,551 1,209,068
Less: Provision for Donbiful Debts 346,001 340,427
876,550 868,641




HTL LIMETED

Schednles to the Financial Staternents for the vear ended March 31, 2009

As at AS
31.03.24009 31632003
Rs.in 0 Rs.in 8{4's
Sehednle T: Cash & Baok Balanees
Cash in Hand 421 137
Balances with Schededed Banks:
O Current Accounts 7817 6163
i Tenn Degiosits 116,070 i23.087 283 645 199,309
3,508 706 961
As at A% at
31.83.2800 31.63.2463
Rs.in 0G0's s.in 0G0's
Schedule §: Other Current Assefs
{Unsesured, Considered Good)
taims Receivable * 565 86,810
Uinbilled Revenue 24,323 -
fnterest Accroed on Deposits and Others 2,378 2,410
Fived Asses heid for Sale 1,374 374
113,387 40,5484
* Refer Moie § of Schedule 20
As at As af
31.03.2409 31.03.2908
Rs.in 0G0's Rs.in 808's
Sehedute 97 Loans and Advances
{Hnsecured}
Considered Good
Loans 1o Emplovees 348 532
Advances, Recoverable in cagh or m kind or for value io be recefved
11,896 24,734
Balanees with Cusioms, Excise atc, b 14834
Advance incoms tax (Net of provisions) 23.3%0 9,690
Deposity - others 443,708 41.0124
79,354 73,044
Censidered Doubiful
Advances, Recoverablz in cagh or in Kind or for value 10 be recaived 46223 44 8461
Balewes with Custorns, Excise ete. i34 332
46,561 43 300
Less - Provision for Doubtiul Advances {46 A2 {43 300
79 354 7344




HTL LIMITED
Schedules fo the Financial Statements for the vear ended Mareh 31, 2009

As at As at
31.03.2809 31.03.2008
Rs.in 800's Re.in 800
Schedule 18: Current Liabilities & Provisions
a. Current Liabilities :
Avceplances - 34,991
_Sundry Creditors
Pues to Small Seale Industrial Underizkings - -
Due 10 others ) 2,832,395 : 2,217,365
Advance from Custormers 20,200 20,200
Interest Acomed but not Due on Loans 89 £9
Other Linbilities 248,731 211,380
3,101,616 1,484,225
b. Provisions: .
Leave Encashment Benefit 31,169 27,459
Grawity 77,639 80,338
168,808 107,797
3,216,424 2,592,022
Asat As at
31.03.2085 31.03.2008
Re.in 080's Rs.in (60°
Schedule 11: Miscellanessus Fxpenditure
(o the extent not written off or adjusted)
Voluptary Retirement Scheme Expenditure
Opening Balance 4,449 8,393
Add ; Incumred during the year - _ -
Less: Written - off during the year 4,449 4,044

- 4448




HBTEL LIMITED
Schedulas ta the Finanaisal Statements for the vear ended March 31, 2009

Year Ended Y&ar: End:ad
31.63.2009 31.03.2008
Hs.in GG's Rs.in 000's
Schedule 12 : Turnover {(Gross}
Sale of Goods 314,861 17,121
Service Charges 67,781 26,373
382,642 43,494
Year Ended Year Ended
31.83.2609 21632008
Rain 0005 Rs.in 000's
Schedale 13 : Other Income
interest Received from
Ranks * 12,281 20,118
Others 219 439
Rent 1,046 772
Foreign Exchange Fluctuation (Net} : - 116,492
Profit on Dispesal of Tixed Assets (net) 35 103
Excess Provision Written Back - 465
Scrap Sales 113 61
Miscellaneous 115 169
13,860 138,359

* Tax Deducted at Source Rg 22.67 lacs (pravious year Rs 38.52 lacs)




HTL LIMITED
Schedules to the Financial Statements for the year ended March 31, 2089

Year Ended Year Ended
31.03.20609 31.63.2608
Rs.in §00's Rs.in 060's
Schedule 14 : Materials & Components Consumed
Opening Stock : 224954 191,253
Add: Purchases during the vear 316,104 31210
541,058 241,463
Less: Closing Stock 181,799 224,954
359,239 16,509
Quiside Labour Charges on Components 48,090 18,241
467,349 34,758
Year Ended Year Ended
31.63.2669 31.03.2008
Rs.in 000°s Rs.in 000's
Schedule 15: Personnel Expenses
Salaries, Wages and Bonus - 114,828 113,839
Contribution to Provident and Other Funds 11,524 11,714
Gratuity Expense 11,250 14,925
Workmen and Staff Welfare expenses 12,356 12,263
149,950 152,791




HTL LIMITED
Schedules to the Financial Statements for the vear ended March 31, 2069

Year Ended

Year Ended
33.03.2009 35.03.2065
Hs.in Gy Hs.in 680°s
Schedaie 16 : Operzating and Other Expenses
Swores and Spares Consemed 1,008 203
Consumabiec Tools EX 734
Pawer and Fuel 3683 5030
Repairs and Maintenance:
Piant and Machinery - 4
Buildings 3,024 2,554
Others 1,645 4,669 g29 3527
Rent 1,303 1,006
Rates & Taxes 101,944 2,400
Insurance 1,163 1470
Freight Qutward {Met) 3,438 4,740
Research & Development Expenses 21 2347
Professional & Consultany charges 3.834 3,774
Securily charges 1976 2,502
Telephone charges 1,086 £020
Liguidated Damages on Sales 03,748 22478
Peyment fo Auditors
As Andirors - T2 843
For Tax Aundit ) 110 223
Reimbursement of Expenses 88 52
Travelling and Conveyance ' 7,774 5,562
Directors’ Sitting Fees : 73 45
Legal expenses 1,547 6,703
General office expenses 415 543
Maintenance of office vehicles 538 347
Foreign Exchange Fluctuaron (Net) 274,714 -
Instaliation & Maintenance 123517 216
Miscellaneous Expenses 3,058 g23
498,325 £6,771
*includes Rs.2.60 crores (Previous year Nilj representing amount recovered from 4 customer by invoking the bank guarantee drawn i favour of the
CUSIOMET.
Year Ended Year Ended
31.03.2065 31.03.20068
Re.in 068's Rs.in 05
Scheduie 17 : Provision for Inveniory {ret)
Materials and Components - {2,835)
Finished Goods N 7
Waork-in-Progress {50,426} 14,520
(56,426} 7,692




HTL LIMITED

Schedules to the Financial Statements for the vear ended March 31, 2009

Year Ended Year Ended
31.03.2009 31.403.2008
Rs.in 004's Rs.in 000's
Schedule 18: Decrease in inventories
Inventories a5 at 31.03.260%
Finished Goods 14,280 11,735
Work-in-Progress 52,897 103,424
67,187 115,159
inventories as at 31.03.2008 .
Finished Goods 11,735 11,760
Work-in-Progress 103,424 103,147
115,159 114,907
47,972 (2523
Year Ended Year Ended
31.63.2609 31.03.2068
Rs.in 004's Rs.in 000's
Schedunle 19: Financial Expenses
Interest ;-
To Banks .
On Cash Credit and others 251,848 233,493
On Government of Indiz Loan 14,513 14,713
To Others 93 488 338,249 78,844 327,050
Bank Charges 10,266 10,235
168,515 337,285




SCHEDULE 20
NOTES TO ACCQUNTS

A.NATURE OF OPERATIONS

HTL Limited (“the Company™) has been engaged in manufacture of various types of Digital
Electronic Telephone Exchange Equipment for rural and urban networks, Power Plants, Telephone
Instruments, Trauspission Systems {DCME, MUXs, SDH, Dias), Access Products (WLL-
CORdect, HDSL, DLC, PMP) and Data Communication Products {Cross Connects, Data Modems
and Internet Products). The Company was a wholly owned undertaking of Government of India
(*GOT") under the Department of Telecommunications {‘DOT) till 16" October'2001 when the
Government divested 74 % of Hs shareholding in the Company as part of its divestment program,
including transter of managerent control, to Himachal Futuristic Communications Limited (HFCL),

which is now the Holding Company.

B. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

1. Basis of Preparation

The financial statements have been prepared to comply in all material respects with the accounting
standards notified By the Compandes Accounting Standards Rules, 2006 and other relevamt i
provisions of the Companies Act, 1956, The financial statements have been prepared under the
historical cost convention on an accrual basis. The accounting policies have been consisiendy
applied by the Company and are consistent with those used in the previous year.

2. Revenue Recognition

Revenue is recognised when the significant risks and rewards of ownership of the goods have
passed to the buyer, which generally coincides with the delivery at site. Revenue in respect of sales
orders recetved on provisional price basis, is recognized on a provisional basis except 1o the extent
stated otherwise (Refer Note 6 {a) under Section C balow), In respect of such sales orders, the
Company recognises the differential revenue, being the difference between provisional price and the
final price, at the time when the provisional price gets firmed up.

3. Fixed Assets

Fixed asseis are stated at cost (Net of Cenvat), less accumulated depreciation and impairment Josses
if any. Cost comprises the purchase price and any directly atiributable cost of bringing the asset to
its working condition for #ts intended use. Financing costs relating to acquisition of fixed assets are
also included to the exient they relate to the period till such assets are ready 1o be put o use.
Expenditure for additions, modifications and improvements are capitalized and expenditure for
maintenance and repairs are charged to the Profit and Loss Account. When assets are sold or
discarded, their costs and accwmnulated depreciation are removed from the accounts and any gain or
loss resulting from their disposal is included in the Profit and Laoss Account.

The carrying amounts of assets are reviewed at each balance sheet date if there i5 any indication of
impairmernt based on intemal/external factors. An impairment loss is recognized wherever the
carrving amount of an asset exceeds its racoverable amount. The recoverable amount is the greater
of the asset’s net selling price and value in use. In assessing valne in use, the estimated futore cash
flows are discounted 1o their present value at the weighted average cost of capital.




4. Depreciation

" Depreciation on fixed assets is providad using the siraight-line method at the rates mentioned below
based on the useful fives of the assets as estimated by the management. These rates are greater than

or equal to the corresponding rates prescribed In Schedule XIV to the Companies Act 1936.

Assets Description SLM Rates on Rates as per Schedule XTV
estimated Jife to the Companies Act 1956
Factory Buildings 3% 3.34%
Staff Quarters 3.5% 1.63%
Plant and Machinery 12% 4.75%
Pata Processing Equipment 16.21% 16.21%
Furnnture and Fixtures 10% 6.23%
Office Equipment 15% 13.91%
‘Telephone Exchange (Model) 6% 4.75%
Flectrical Installation 10% 4.75%
Research and Development Equipment 10% 4.75%
Vehicles 20% 9.3%
Air Conditioning Plant 15% 13%

Depreciation is charged for the fuil vear in respect of additions during the yvear. Individual assets
casting less than Rs.5,000/- are depreciated in full in the vear of addition.

5. Inventory Valuation
Inventories are valued as Tollows:

(i} Materials, Components and Stores & Spares: Lower of cost and net realizable value.
Cost is determined on a quarterly moving weighted average basis. .

(i1} Dies, Jigs and Fixtures: Written off at 12.3% p.a. on the original cost. Manufactured Tools each
costing Rs.5,000/- or less are charged off in fuli in the first year of use.

(i1} Work in Progress and Finished Goods: Lower of cost and net realizable value. Cost includes
direct materials and labour and a proportion of manufacturing overheads based on normal
operating capacity. Cost of finished goods includes excige duty. Cost of material included in
work in progress and finished goods, is determined on quarterly moving weighted average
basis. :

Net realiseble value is the estimated selling price in the ordinary course of business less
estimated costs of completion and to make the sale.




(1) Intzal Recognition

Foreign currency transactions are recorded in the reporting currency, by applving to the forsign
currency amount the exchange rate between the reporting currency and the foreign currency at the
date of the transaction.

{i) Conversion
Foreign currency monetary items are reported using the closing rate.
(111) Exchange Differences

Exchange differences arising on the settlement of monetary items or on re-statement of monetary
itemns at rates different from those at which they were initially recorded during the vear, or reported
in previous financial statements, are recognised as income or as expenses in the year in which they
arise.

7. Retirement and other Employees’ Benefits

(i} Retirement benefits in the form of Provident Fund is a defined contribution scheme and the
contributions are charged to the Profit & Loss Account of the year when the contributions to the
fund are due.

(11) Gratuity liability is a defined bepefit obligation. The Company has taken a policy under the

sroup Gratuity Scheme with Life Insurance Corporation of India to cover the gratuity liability of
the employees and amount paid/payable arrived at on the basis of actuarial valuation on projected
unit credit method made at the end of each financial vear, is charged to Profit & Loss Account.

(1) Provision for leave encashment is accrued and provided for on the basis of an actuarial

-valuation made at'the end of each financial vear.

{iv}) Actuarial gains/losses are immediately taken to profit and loss account and are not deferred.

8. Miscellaneous Expendifure

Voluntary Retirement Scheme expenditure is amortized over a period of three years.

9, Income Tax.

Tax expense comprises of current, deferred and fringe benefit tax. Current incomse tax and fringe
benefit tax is measured at the amount expected 1o be paid to the tay authorities In accordance with
the Indian Income Tax Act, 1961, Deferred income taxes reflects the impact of current year timing
differences between taxable income and accounting income for the year and reversal of fiming
differences of earlier vears. Deferred tax is measured based on the tax rates and the tax laws enacted
or substantively epacted at the balance sheet date. Deferred tax assets are recognised only to the
extent that there is reasonable certainty that sufficient future taxable income will be available against
which such deferred tax assets can be realised. If the Company has carry forward of unsbsorbed
depreciation and tax losses, defesred fax assefs are recognised only if there is virtual certainty that
such deferred tax assets can be realised against future taxable profits. Unrecognised deferred tax
assels of earlier years are re-assessed and recognised to the extent that it has become reasonably




certain that futwre taxable income will be available against which such deferred tax assets can be
realised.

10. Earnings Per Share

Basic earnings per share is calculated by dividing the net profit or loss for the year atributable to
equity sharsholders by the weighted average number of equity shares ouistanding during the vear.

For the purpose of calculating diluted carmings per share, the net profit or loss for the vear
attributable to equity shareholders and the weighted average number of shares outstanding during
the year are adjusted for the effects of all dilutive potential equity shares.

11, Provisions

A provision is recognised when an enterprise has a present obligation as a result of past events; it is

probable that an outflow of resources will be required to settle the obligation, in respect of which a

reliable estimate can be made. Provisions are not discounted to its present value and are determined”

based on best estimate required to seitle the obligation at the balance sheet date. These are reviewed

at each balance sheet date and adjusted to reflect the current best estimates. Provision for

expenditure relating to voluntary retirement is made when the employee accepts the offer of early
etirement.

12, Cash and Cash Equivalents

Cash and cash equivalents in the balance sheet compnse cash at bank and in hand and shori»tem
investments with an original maturity of thres months or jess.




C. NOTES ON ACCOUNTS

t. Contingent Liabilities (not provided for):

Particulars {Rupees in thousands )
2008-09 2007-08
A, Unredeemed bank guarantees. 1201163 2,630
Demands received from excisefsales tax Jfincome tax
authorities. *
(a) | Sales tax demands for non submission of C and D Forms 8,851 8,831
(b} | Interest on sales tax demand for the matter referred in Note 7 68,633 62003
e o {3 {31} below. . e -
{¢) ¢ Imcome tax demand for penal interest on additional liability 805 803
for disallowance of provision for inventory
{d) | Demand for excise duty on estimated additional sales against 15,104 15,104
notional interest on advance received from the customers
{e} | Penalty leviable on account of delay in payment of excise 1,600 51,860
duty.

* Based on discussions with the solicitors/favorable decisions in similar cases/legal opinions
taken by the Company, the management believes that the Company has a good chance of
success in above-mentioned cases and hence, no provision there against is considered
necessary.

2. The Company has incurred loss of Rs. 1,042,696 thousands (Previous vear Rs. 451,896
thousands) during the current year and has accumulated losses of Rs. 3,888,920 thousands (Previous
vear Rs 2,846,224 thousands) as st March 31, 2009, resulting in negative net worth of Rs 3,737,410
thousands (Previous year Rs. 2,700,673 thousands). The Company’s current liabilities exceed its
current assets by Rs. 1,984,397 thousands as of that date. Further, the Company has overdrawn
borrowings from banks by Rs. 492,613 thousands (Previous year Rs 536,940 thousands) and also
has overdue loans from Government of India amounting to Rs. 62,420 thousands (Previous year: Rs
60,420 thousands) together with interest accrued and due therson of Rs. 166,440 thousands
(Previous year: Rs 151,527 thousands). The nnmnover during the cwrent vear is Rs 380,124
thousands ( Previous Year: Rs 41,985 thousands}. Due io lack of orders for existing products from
BSNL during the year and the shortfall in working capital required to diversify into new telecom
products, the operations of the Company have bsen substantially curtailed. The Company has
zlready made reference to Board for Industrial and Financial Reconstruction under Section 15 (1) of
the Sick Industrial Companies (Special Provisions) Act, 1983, in an earlier vear for being declared
as a Sick lndustrial Company. The Company has been declared as a Sick Industrial Company vide
order 261/2003 dated June 16, 2009 subsequent to the final hearing held on June 8, 2009, During the
vear, State Bank of India, has, on behalf of the consortium banks, issued a notice 1o the Company
u/s 13(2} of the Securitisation and Reconstruction of Financial Assets and Enforcement of Security
Interest Act, 2002 requiring the Company to discharge its full dues within 60 days from the date of
the notice t.e. April 18, 2009. The Company has also received a notice from the Income Tax




department wherein the department has provisionally attached the assets of the Company against
dues that could arise on completion of assessment proceeding. The Company is in the process of
discussions with the bankers and the Income Tax Department on the matter,

The Company’s ability to continue as a going concern in spite of the present losses is dependent
upon infusion of funds for its operations. In the previous vear, the Company decided to sell the free
hold land of 11.02 acres { “the land’) situated in the Developed plot in Thirm Vi Ka Industrial Estate

Guindy Chemnat and held an e — auction at a consideration of Rs 27.10 crores per acre after
obtaining the permission of the Ministry of Communications and Information Technology. However
based on the request of Small Industrial Development Corporation (*S8IDCO?), the Government of
Tamil Nadu decided to take back the land and to pay market value prevailing on the date of the
relinquishing of the land. SIDCO informed that the Company did not obtain the permission from the
Department of Industries & Commerce as per the condition laid down in the Assignment Deed
before the auction. During the current year, the Company has obtained a favorable order against the
actions taken by SIDCO/Government of Tamilnadu. The Writ Appeal filed by the Government of
Tamil Nadu against this has also been dismissed by the High Court of Madras.

Management plans 1o complete all the formalities and expects to sell its land of 11.02 acres, the
proceeds of which will be available 1o settle its outstanding liabilities. The Company has also
received substantal orders for erection of Telecom Towers and is also expecting further orders for
Telecom Towers and Integrated Fixed Wireless Terminals. In expectation of the successful
outcome of the above proposals, the financial statements have been prepared on a going concern
basis.

Secured loans from banks and interest accrued and due include Rs. 397,011 thousands on
account of dues to Indusind Bank. Indusind bank has assigned the loan to Pegasus Assets
Reconstruction Private Limited {an Asset Management Company).

LX)

4. a) Working Capital Demand Loans and Cash Credit facilities from Banks shown in Schedule 3
are secured by pari-passu first charge on the inventories, receivables, moveable fixed assets of
the Company and equitable morigage of the Company’s immovable properties viz. land
measuring 11.021 acres situated at Thiru Vi Ka Industrial Estate, Guindy Chennai and another
land measuring 2.36 acres at Lucky Bungalow Premises in Guindy Industrial Estate, Chennai
together with buildings and erections thereon. ~

b} Loan of Rs.62,420 thousands (Previous vear Rs.62,420 thousands) together with imterest
accrued and due thereon of Rs. 166,440 thousands (Previous year Rs. 151,527 thousands) is due
to Government of India (GOI). As at March 31, 2009 out of the total loan of Rs.62.420
thousands.an amount of Rs. 62,420 thousands (Previons year Rs 60,420 thousands) is overdue
for payment. In addition 10 this, the Govt. of India has acceded to adjust Rs.34,700 thousands
compensation recetvable by HTL in case of ETP claim against the outstanding interest portion
it respect of GO Loan.[ Refer Note.8 below 1.

5. a) Qut of the total land in possession of the Company at Guindy Industrial Area. Chennai, land

measuring 35.89 acres 1s held by the Company in the capaciy of assignee ‘in terms of

assignment desd dated 3.12.1968 executed by Government of Tamil Nadu for Industrial
Pevelopment of Guindy Industial Area, Chennai. In order to give title of the above assigned
land in favour of the Company, the Govemnment of Tamil Nadu had required the Company to
swrender back 4.90 acres of unutilsed land to the Small Indusiries Department, Chennai. The
Company had surrendered the vacant land measuring 4.90 acres to the Small Industries

Department, Chennai in sarlier vears. [nrespect of the land measiring 27.30 acres, the name of




the Company has been entered in the revenue records of the Government of Tamil Nadu. Other

necessary formalities to transfer the land in favour of the Company are in progress. In respect

of the balance land of 3.69 acres, the name of the Company has not been entered in the revenue
scords of Government of Tamil Nadu.

b) The Company has 15.09 acres of tand at Hosur District, Tamil Nadu, which was acquired by
the Company from State Industries Promotion Corporation of Tamil Nadu Limited (SIPCOT)
under lease cum sale transaction in 1983. SIPCOT has issued notice to the Company under
Section 4 of the Tamil Nadu Public Premises Eviction Act, 1975 to surrender unused land
aggregating to 11.035 acres out of above. The Company has requested for extension of time til]
August 2009 and subwnitted the plan of manufacturing Telecommunication Tower Material at

Hosur, the outcome of the said is still awaited.

(a) As at 1.04.2008, aggregate sales amounting to Rs. 1,359,377 thousands, inclusive of excise

duty and sales tax (as certified by the management) was pending fixation of final price from

Bharat Sanchar Nigam Limited (BSNL) {formerly Department of Telecom Services) and had
been accounted for on provisional price basis in earlier years. Out of the same, no provisional
sales was firmed up during the year and along with the current year provisional sales of Rs
296,843 thousands are stil] pending for firm price fixation. Adjustments on account of firm
price orders received subsequent to the close of the year in respect of provisional sales effected
upto March 31, 2009 have been made in the accounts. The impact of the firm price orders.
which can be higher or lower than the provisional price, will be reflected in the books as and
when such firm price is fixed by BSNL.

(b) From May 11, 2002, against the sales made to BSNL and MTNL, central sales tax at the
concessional rate of 4% has been charged against C Forms to be received from them. During
the year the Company has performed reconciliation of C Forms received and the sales made till
the year ended March 31, 2007 and provided for Rs.98,700 thousands against the tax liability
for the cases where C Forms has 1101 been collected tﬂ} date,

{a) Sundry Debtors include Rs.134,185 thousands (Previous vear Rs.134,185 thousands)
debited to BSNL in an earlier year pertaining to differential sales tax over and above 4 % in

respect of purchase orders where scheduled delivery fell after 30.09.2000 and where actal .

delivery was executed subsequent to 30.09.2000 and upto 31.03.2001. Upto the close of the
vear, only Rs.3.242 thousands (Previous vear Rs.3,242 thousands) have been received out of
the total debit notes of Rs.9,544 thousands (Previous year Rs.9,544 thousands) raised on BSNL
so far against the above recoverable amount. However, no provision is considered necessary

against the outstanding balance as the management is fully hopeful of recovery of the entire.

amount.

{b) (1) During an earlier vear, the Company had raised debit notes amounfing to Rs.75.427
thousands on MTNL towards differential sales tax over and above 4% payable against *C’
Form on supplies made during the period 1993-94 to 1997-98. Upte the close of the current
vear, the Company has received *C” forms from MTNL for Rs.73,917 thousands (Previous vear
Rs.73,917 thousands). However, no adjustment for the sales tax forms received has been made
i1 books. The Company has submitted the *C’ forms and the matter is pending for verification
of the forms by the sales tax authorities. In the current year, a provision for the balance amount
of Rs.1,310 thousands {Previous vear Rs.1,510 thousands) has been provided in the books of

accounis.
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(b) (31} byterest Hability on the delay in pavment of differential sales tax as above, has not been
provided for in the books in terms of circular no. Acts Cell-IV/45217/2000/04.11.2000 issued
by Commissioner of Commercial Taxes. where it is clarified that “Where ever no penal interest
was Jevied for the belated payment of tax and penalty wnder the Central Sales Tax Act, 19356
upto 11.05.2000, no penal interest need to be levied now. The assessing officer can resort to
levy of penal interest for the payments made on or after 12.03.2000, the date of publication of
Gazette of India”. In view of above clarification, the management considers that interest
liability, if any, after 11.03.2000 is contingent in nature and the same has been disclosed in
Note No. 1B (b} above.

Claims resceivable includes Rs.34.700 thousands reccivable from BSNL against the
compensation approved by Telecom Commission letter No. U-37012/3/97-FAC dated 1st May,
2001 for preclosure of ETP project. Department of Telecommunications {DoT) vide letter
No.U-37012-3/97-FAC dated 02.12.2003 conveyed the decision of the competent authorities to

. adjust the above saild amount against the interest portion of the outstanding Government of

India Loan. In reply, the Company requested Do vide letter no.43.12 ETP dated 08.12.2003 to
adjust the compensation amount of Rs.34,700 thousands against the principal amount of loan
outstanding as on 01.05.2001, the date on which the compensation was approved. The Govt. of
India has rejected this request and reiterated the adivstment of Rs.34,700 thousands
compensation receivable by HTL in case of ETP claim against the interest portion of the
outstanding in respect of GOI Loan while making payment of cutstanding Govt. of India Loan
with accrued interest thereon. [Refer Note 4(b) above].

In accordance with Accounting Standard 22 on “Accounting for Taxes on Income’ {AS 22),
issued by the Institute of Chartered Accountants of India, on conservative basis, deferred tax
assets have not been accounted for in the books, since the estimation of future taxable profits
cannot be made with virtual certainty supported by convincing evidences, against which such
deferred tax assets would be realized.

Sales include sale of the equipments purchased, which also involves testing, installation,
commissioning and servicing activities of the equipments at the factory / customers™ site.
Hence, the purchases of such equipments have been included under purchases of materials &
components,

During the vear with effect from February 1, 2009, Dr. R.M. Kastia has been appointed as a
whole time director at the Board Meeting held on March 31, 2009. The terms of remuneration
has not yet been fixed by management and consequently no provision has been made in the
books of accounts relating to the director’s remuneration. The Company is in the process of
obtaining necessary approval under Companies Act including approvals under Section 269.

. a.) Based on mformation available with the Company, there are no overdue amounis payabie to

Micro, Small and Medium Enterprises as defined under The Micro, Small and Medium
Enterprises Development Act, 2006, Further, the Company has not paid any interest 1o any
Micro, Small and Medium Enterprises during the current vear.

b.} Sundry Creditors as on March 31, 2009 represenis pavables for which balances have not
been confirmed by the vendors / suppliers and the same is subject to reconciliation. However
the management believes that there will not be any material change to the balances as reflected
in the books of accounts as on March 31, 2009,




14 Related party disclosures

List of related parties -

(a) Naraes of the related parties where control exists are as under:

Holding company:

Fellow subsidiaries:

Gther companies under common

control:

Key management personnel:

Himachal Futuristic Communications Limited (HFCL)

HFCL Infotel Limited (HFIL)
Monata Finance Private Limited
infotel Tower Infrastructure (p) Limited

Microwave Communications Limited

Exicom Telesystems Limited (ETL)
HFCL Satellite Communications Limited
Westel Wireless Limited
Platinam EDU Limited
HFCL Kongsung Telecom Limited

HECL Dacom Infocheck Limited

Consclidated Futuristic Solutions Limited ( in Higuidation)
Infotel Business Sohstions Lid.
Pagepoint Services Private Limited
HFCL Bezeqg Telecom Limited

Investment Trust of India Limited

Mr. .P.Gupta, Chief Operating Officer and Manager
Dr. R.M. Kastia Whole Time Director

During the year, the Company has entered into transactions with related parfies. Those transactions along
with related balances at March 31, 2009 and March 31, 2008 are presented in the following table:

(Rs. in thousands)

2608-09 2007-08
Particudars Holding | Enftities Key Holding Entities Key
Company | Under [Management] Company Under [Management
Common| personnel Common | personnel
Control Control
Name of the Party HECL ETL Chief H¥CL ETL Chief
Operating Operating
Officer™ : Officer*
a. Transactions during the year
|
Rent received 427 241 329 128 - !
Expenses recovered 234 124 174 G -
Purchase of goods 4,327 32,548 4 - -
Sale of services 47.029 - 26.373 - -
Loan received - - - - -




Loan repaid _ - - 3,000%% - - %
Expensespaid 1 - - 4,560 - - J
b. Balances _

Creditors 109,531 1 41,396 109,270 2"?82! -
Unsecured loan - - - - -
Debtors 30,947 - 24,563 - .
Advances pavable 20,200 - 20,200 - -
"Remuneration pavable 223 - - 72

* Remuneration paid to the Chief Operating Officer is disclosed in Note 18 (f) below. .
#* Cheque issued to Holding Company in the earlier vear, cancelled in the previous year.

15, Segmental Reporting

a. Primary Segment Information {by Business Segments)

The Company is engaged in the business of design, engineering, manufacturing, procurementi,
supply, commissioning and servicing of Digital Electronic Telephone Exchange Equipments and
other telecom related products. Thus, it operates in a single primary segment.

b. Secondary Segment Reporting (by Geographical Segments)

The Company mainly caters to the needs of the domestic market. Hence there are no reportable

geographical segments,

16. Disclosure as per AS-15 revised-Defined Benefit Plans

Year Ended

Particulars Year Ended
March 2009 March 2008
Obligations at the beginning of the period 81,218 85,434
Current service cost 3,057 2,136
Interest cost 5.942 6,54
Actuarial (gain)/ losses 2331 6,294
Benefits paid {13,904} {19,206}
Obligations at the end of the period 78,644 81,218
Change in plan assets
lmy assets at period beginning, at fair value 880 836
Expected return on plan assets 72 65
Actuarial gain /(loss) 8 3
Contributions 13,849 19.112
Benefits paid 13.904) (19.206)
Plap assets at period end, at fair value 1,005 &80




Reconciliation of present value of the obligation and the fair
value of plan assefs
Fair value of plan assets at the end of the vear 1,003 880
Present value of defined benefit obligations at the end of the period 78.644 31.218
Asset/ { Liability) recognised in the balance sheet 774639 (80,338)
Gratuity cost for the period
Current service cost 3,057 2,156
Interest cost 3,942 6,340
Expected return on plan assets {723 (65)
Actoarial (gain) / losses 2,323 6.294
Net gratuoity cost 11,250 14,925
Particulars Year Ended Year Ended
"~ March 2009 March 2008
Defined Benefit Obligation 78,644 81,218
Plan Assets 1,003 880
Surplus / (deficit} (17,63%) (80,338)
Experience adjustments on plan liabilities 2,351 6,199
Experience adjustments on plan assets 8 3
Asswmptions:
Interest rate 8% 8%
Estimated return on plan assets 8% 8%
Weighted average increase in compensation ) 5% 4.5%
Attrition Rate 1-3% 1-3%
Retirement expectancy in vears 38 58
17. Earnings Per Share:
March 31, 20098 March 31, 2008

Number of Equity Shares outstanding at the end

of the year of Rs. 100 each fully paid up 1,500,000 1,500,000

Loss for the vear (Rs. In thousands) {1,042.696) {451, 896}

Basic and Diluted Earnings Per Share (inRs.) {695.13) {301.26Y




I8. Additional information pursuant to the provisions of paragraphs 3, 4(c} & {d) of Part I! of Schedule

Vi of the Companies Act, 1956 (As certified by the management)

(a) Details of capacity and production: (As certified by the management)

Installed Actual Production
Description Unit Capacity 2008-09 2007-08
Switching Products No. of ‘K" Lines 1,300 -
Power Plant Nos. 2,000 - -
EPBT Nos. 500,000 - -
STM- Rail Tel Svstems - -
NIB — Broadband Systerns - -
Cordect: Infra No. of Lines 30.000 - -
Cordect: FRS No. of Lines 30000 - -
1 Integrated Fixed Wireless | Nos. oo T67.000 -
Terminal
ST™M { ADM’s) Nos. * 960 -
STM (CPE’s) Nos. * 3,688 -

* - The capacity for the above has not been estimated by management since this was the first year of
manufacture of the above products by the company and annual production capacity cannot be specifically

identified currently.

{b} Particulars in respect of Sales & Stocks of Finished Goods:

Class of Goeds Units Opening Stock Sales®** Closing Stock
{net of provisions) {net of provisions)
QOty. Rs. in Qty. Rs. in Qty. Bs. In
“G300s “0G8s ‘000s
i) ¢ Transmission Nos.
Products
STM/DIAS/DLC .
) (=) ) -) (-} (-
T STM(ADM & | Nes, 4648 | 161,315
CPE)
{Systerns) ) {-) () (1,181%) -) )
i) 1 EPBT Nes - - - - - -
(125} (32) -} (-3 ) )
vy | NIB None - - - 8,666% |
(Systems) {-) (=) {-) (7,542%) (-} (-}
vy IFWT Nog - - 165,000 | 195624 2.000 2743
vit | Tower None - - - 1,081 - -




vii} | Railtel None - - - 461 - j
vy Others*# 3,392
- (6.889) {-)
Total 312,343 2,000 2,743
‘ (32) (13,612) - {-)

* Refer Note No. 11

**In view of various items of different nature and specifications, the quantitative

furnighed.
**% Excluding the value of sales relating to earlier years, firmed up during the year,
Figures in brackets are for previous year.

details are not

(c) Particulars in respect of Materials and Components, Stores and Spares consumed: (as certified by the

management)

a}. Materials

2008-09 20067-08
Class of Material
Qtv. M. (Rs. In thousands) Qiy. M, (Rs. in thousands)
Tons F¥mported | Indigenous | 1088 Imported | Indigenous
a) | Steel 42,333 - 2,077 1.763 - 30
b} | Aluminium 0.022 - 2 0.026 - 4
¢y | Brass, Bronze, - - - 8108 - 8
Copper and Metal
Sub - Total (a) - 2,679 - 92
0.00% 100% 0.00% 100%
b). Components®
2008-09 2007-08
Class of Material
(Rs. In thousands) {Rs. In thousands)
Imported Indicenous Imported Indigenous

ay i Steel . 41 37 316

b} | Plastic / Rubber - 3 - 9

¢} | Electrical / Cable 55 121 2,302 637

d} 1 Electronic 228,294 109,981 12,908 188

¢} | Mechanical / Paper 319 17,766 - -

Sub ~Total (b) 229,268 127,912 15,267 1,150

64% 36% B3% 7%

Total (a+ k) 229,268 129,991 15,267 1,242




* It is not practicable to furnish quantitative information of components consumed m view of the
considerable number of items, diverse in size and nature.

¢). Stores and Spares

Value (Rs. in thousands) %o of Total Consnmption.
Particujars 2008-09 200708 2608-09 2068708
Indigenous 1.008 203 100 % 100%
(dy C. 1. F. value of imports
{Rs. in thousands)
Particulars 20408-09 2007-06
1y | Materials and Components 216,782 7,744
11} | Capital Goods 5,854 2170
{e} Expendirure in Foreign Currency (On Cash Basis)
{Rs. in thousands)
Particulars 2008-09 2007-08
Foreign Travel - 238
{f) Remuneration paid to Chief Operating Officer (Manager) *: :
{Rs. in thousands)
2008-09 2007-08
Salary and Allowances 1,744 1,862
Contribution to Provident Fund 115 103
Other Benefits 244 348
Retirement Benefits - 354
Total 2,103 2,707

*The share of Gratuity and Leave lability of accumulated benefit have not been

separately and not included above.

ascertained

19 The Company does not use any derivative instruments to hedge its foreign currency exposures.

The details of foreign currency balances which are not hedged as at the balance sheet date are as

pelow:
March 31, 2009 March 31, 2608

Particalars | Currency | Amountin | Amountin Amount in Amount in

foreign Indian foreign Indian

currency Rupees currency ‘Rupees
Pavables LISD 23,023,645 | 1,181,857,260 33,501,633 942,415 485
EURO 599,133 40,842,793 399,133 38,035,981
Py 310,230 268,519 510,230 206243




20. Previous vear's figures have been regrouped and/or re-arranged wherever necessary to conform to
current yvear' s grouping and classifications.

Signatures to Schedules 110 20
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