TATANET SERVICES LIMITED

DIRECTORS' REPORT
To the Members

The Directors present their Twenty Fourth Annual Report tegether with the Audited Statement of Accounts
for the year ended 31% March 2011

1. FINANCIAL RESULTS:
During the year under review, the Company recorded a Turnover of INR 321.52 million {previous year INR
289.87 million) and a net profit after tax (P.A.T) of INR 5.20 miliion (previous year INR 5.04 million).

The summarized financial results are indicated below:

(Rupees in 000°)

For the year
ended 31.03.2010

Net Service Income from Cperations 289,870
Operating Expenditure 257,655
Operating Profit 32,315
Add: Other Income 105
Less: Interest 513
Profit Before Tax and Depreciation and

Exceptional items 31,907
Less: Depreciation 24,825
Profit Before Tax and Exceptional ltems 7,082
Excepticnal ltems -
Profit Before Tax 7,082
Less : Provision for Tax(including provision for

Deferred Tax) 2,040
Net Profit After Tax 5,042
Balance Brought Forward 3,087
Balance Avaitable for appropriation 8,108
Apprepriations as under:

Adjustment to General Reserve -
Other appropriations -
Balance to be Carried Forward 8,108

2. DIVIDEND
In order fo conserve resources, the Board of Directors regret their inability to recommend dividend for the
financial year ended 31% March 2011
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3. BUSINESS OVERVIEW:

The Company has successfully continued its operations in the highly competitive VSAT market. The trend of
continuai decline in selling prices of bandwidth was observed in the current fiscal. The Company could
however make up this decline with an increase in the volume of business through the additional bandwidth
sold for 3925 VSAT's which got added to the network for the financial year 2010-11.

There was an addition of 32 new customers in the network in the current financial year. The total number of
eustomers in the network is now 245. There is however a drop in the total number of custemers as
compared to the previous year attributed to a considerable churn out in the current fiscal.

The Company has made a mark in gaining substantiai orders from customers it the Education and Qil &
Gas (Rigs) Segment in the current financial year thereby boosting the revenues of the company. There was
a further expansion in the banking segment in the form of additional orders received from the existing
customers.

4. CONSERVATION OF ENERGY, TECHNOLOGY, ABSORPTION AND FOREIGN EXCHANGE
EARNINGS AND OUTGO:

The statement containing particulars pursuant to the Companies (Disclosure of particulars in the report of
the Board of Directors) Rules, 1988 as required under section 217 (f) (a) of the Companies Act, 1856 is not
attached as it is not applicable to the Company.

The Company has no exports.

The foreign exchange earned during the period under review was NIL

Total outgo of foreign currency was INR. 26.04 Million.

5. SAFETY, HEALTH & ENVIRONMENT:
The operations of the Company are not of hazardous nature; however, the Company shall take all
necessary precautions to maintain healthy and safe environment in and around its fecilities.

6. DIRECTORS

In accordance with the requirements of the Companies Act, 1956 and Articles of Association of the
Company, Mr. KA Mahashur & Mr. R B Upadhyay refire by rotation at the forthcoming Annual General
Meeting and are eligible for re-appointment.

7. AUDITORS:
M/s. M. H. Dalal & Associates, Chartered Accountants, who are the Statutory Auditors of the Company, hold
office until the conclusion of the ensuing Annual General Meeting and are eligible for re-appointment

8. DIRECTORS’ RESPONSIBILITY STATEMENT:
Pursuant to Section 217(2AA) of the Companies Act, 1956, the Directors, based on the representations
received from the Operating management, confirm that.

{i) in the preparation of the Annual Accounts, the applicable accounting standards have been fellowed and
that there were no material departures;

(i) they have, in the selection of the accounting policies, consulted the statutory auditors and have applied
them consistently and made judgments and estimates that are reasonable and prudent so as to give a true
and fair view of the state of affairs of the Company at the end of the financial year viz. 31st March 2041 and
of the profit of the Company for the year ended on that date;

(iii} they have taken proper and sufficient care to the best of their knowledge and information, for the
maintenance of adequate accounting records in accordance with the provisions of the Companies Act, 1958
for safeguarding the assets of the Company and for preventing and detecting fraud and other irregularities;

(iv) they have prepared the annual accounts on a going concern basis
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9, EMPLOYEE DETAILS:

During the year under review, the Company has not empioyed any employee whose particulars are required
to be disclosed in this report pursuant to section 217 {2A) of the Companies Act, 1956 read with Companies
(Particutars of Employees) Rules, 1975

10. ACKNOWLEDGEMENTS:

Your Directors place on record their appreciation for the support and assistance received from Customers,
Investors, Business, Asscciates, Bankers, Vendors, Regulatory & Governmental Authotities. Tne- Board
would also like to acknowiedge the continued support and guidance from Tata Group

BY ORDER OF THE BOARD COF DIRECTORS

~
K D S M
MUMBAI — 18.05.2011 2t
R B Upadhyay Uday Bangfjee
Director Director —
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TATANET SERVICES LIMITED

BALANCE SHEET AS AT 31st March, 2011

(Rupees in 000')

As at
Schedule 31.03.2010
SOURCES CF FUNDS
1. SHAREHOLDERS' FUNDS
(a) Share Capital A 600
(b) Reserves & Surplus B 8,108
2. DEFERRED TAX LIABILITY (Net) 6,817
TOTAL 15,525
APPLICATION OF FUNDS
1. FIXED ASSETS c
{(a) Gross Block 273,644
(b) Less; Depreciation 99,278
(c} Net Block 174,368
(d) Capital work-in-progress 796
175,162
2. CURRENT ASSETS, LOANS AND ADVANCES
(a} Sundry Debtors D 63,193
(b) Cash and Bank Bafances E 23,995
{c) Loans and Advances F 44 539
131,727
less;
CURRENT LIABILITIES AND PROVISIONS
(@) Current Liabilities & Provisions G 291,364
291,364
3. NET CURRENT ASSETS {159,637)
TOTAL 15,525
NOTES FORMING PART OF THE ACCOUNTS 2
As per our report attached For and on behalf of the Board
For M.H.Daial & Associates.
Chartered Accguntants
R D Cpea

24

Devang M.Dalal
Partner

Membership No: 109049 [(M W % e

KA am Uday Baner}Z’ e - Director

R B Upadhyay - Director

MUMBAI - 18.05.2011



TATANET SERVICES LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED ON 31ST MARCH 2011

(Rupees in 000')

For the
year
ended
Schedul 31.03.2010
INCOME
1. Service Income 289,686
2. Intemet Revenue -
3. Sale of Goods - Managed Services 184
4. Other Income 105
5. Total Income 289,975
EXPENDITURE
6. Operating and Other Expenses 1 257,435
7. Purchase of finished goods 120
8. Interest Expenses 513
9. Depreciation & Amertisation c 24,825
10. Total Expenditure 282,893
11. PROFIT / {LOSS) BEFORE TAXATION 7.082
12. Provision qu Taxation

1. Current Tax 2,500

2. Short tax provision for earlier year -

3. Deferred Tax {460) 2,040
13. PROFIT /{LOSS) AFTER TAXATION 5,042
14.-Balance Brought Forward 3,067
15. AMOUNT AVAILABLE FOR APPROPRIATION 8,108

APPROPRIATIONS
16. Balance Carried to Balance Sheet 8,148

8,108
Earnings Per Share Rs. (Basic & Diluted) -
Face Value Rs. 100 per share (Note 2) 840.28

NOTES FORMING PART OF THE ACCOUNTS 2

As per our report attached

For M.H.Dalal & Associates.
Chartered Accountan

Devang M.Dalal
Partner 7
Membership No: 109049

MUMBAI - 18.05.2011

- Director

A D - gt

R B Upadhyay - Director

!
%Mxv\/ ot
Uday Banerjee - Djfector



TATANET SERVICES LIMITED

Cash Flow Statement For The Year Ended 31st March 2011
‘ {(Rupees "000)

For The
Year Ended
31.03.2010
A. NET PROFIT BEFORE TAX 7,082
ADJUSTED FCOR
Interest on Cash Credit Facility -
Depreciation and Amortisation 24,825
24,825
OPERATING PROFIT/ (LOSS) BEFORE WORKING CAPITAL CHANGES 31,907
Changes in
Trade & Other Receivables (12,564)
Trade Payables 59,430 46,866
CASH GENERATED FROM OPERATIONS 78,774
Direct taxes paid ' {2,500}
CASH FLOW BEFORE EXTRA ORDINARY ITEMS 76,274
EXTRA ORDINARY ITEMS -
NET CASH FROM CPERATING ACTIVITIES {a} 76,274
B. CASHFLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets (58,863}
Purchase of Business {Refer Note 2 of Schedule 2) -
Interest received -
NET CASH FLOW FROM INVESTING ACTIVITIES (b) (58,853)
C. CASHFLOW FROM FINANCING ACTIVITIES
Proceeds from borrowings
Interest paid -
NET CASH FRCM FINANCING ACTIVITIES {c) -
NET INCREASE {DECREASE) IN CASH & CASH EQUIVALENTS {(a+b+c) 17,411
CASH AND CASH EQUIVALENTS AS AT THE COMMENCEMENT
OF THE YEAR 6,585
CASH AND CASH EQUIVALENTS OF ACQUIRED BUSINESS TAKEN OVER
CASH AND CASH EQUIVALENTS AS AT THE END OF THE PERIOD 23,995
17,411
Previous period's figures have been regrouped wherever necessary

As per our report attached
For and on behalf of the Board

LU

For M.H Dalal & Associates
Chartered Accountants

N NS

KA. fiafashar
Devang M. Dalal b Director
Partner
Membership No: 109049 '
K-— < 'C?ae'u_c_}..
&
MUMBAI : 18.05.2011 R B Upadhyay Uday Banerjee

Director Director




TATANET SERVICES LIMITED

Schedules forming part of the Balance Sheet as at 31st March, 2011

SCHEDULE A

SHARE CAPITAL
AUTHORISED :

18 Non-Cumulative Redeemable

Preference Shares of Rs.100/- each
9982 Equity Shares of Rs. 100/~ each

ISSUED , SUBSCRIBED & PAID UP:

6000 Equity Shares of Rs. 100/ each fully paid

| 6,000 [ TOTAL

Note : Of the above; i

(Rupees in 000" }

As at
31.03.2010

998

1,000

600

600

6,000 {100%) Equity Shares are held by Nelco Limited - The Holding Company

SCHEDULE B

RESERVES & SURPLUS

Profit & Loss Account
Opening Balance
Add:
Profit for period

{Rupees in 000" }

As at
31.03.2010

3,067

5,042

8,108




sainby s,pouads,ieak snoinaid ajedipul Jeyoeiq ay) ul uaalb sainbiy

ssaibosg unopp reuden

JLAROXN

dSi - $994 82us9I7
aiqbueju)

1¥SA - S934 aoua
ajqibueyu)

Alauoeiy pue Jue|d
a1qibuey

{964)
7552
(99g'v.L1) (822'66) - (eSt'v L) (by9'cLe) - {(F15'¥9) (621 '607)
50£'591 062°82Z1 812'66 565°'¢62 - 25661 vro‘cle
(6£2'1) (L92) (gz1) (000'T) - {(000'2)
G09'L SHE - 192 000'C - - 000'2
(008'L) {(coz'L) - (ooo's) - - {o00'e)
0G9'1 0681 - 000'e - - 000'¢
(£28'0LL) (£18'26) - (s2z°e0) (F¥9'892) (FLG'v9) (6Z1'v0E)
0S0'291 S¥5'9Z1 - L1816 §65'9g7 - ZGB'61L rra'eoe
LIDZE0°LE LLOZ E0°LE r.«ow_mo.wm. 0LOZ PO LO LLOZ'E0'LE SLNIWLSAHrav oLOZ PO LD
umucm Jeah ojdn uonesidsq Je Sk %20{g S50.0
. o B PaIEINWNIDY
1¥ 5Y oLdn SNOILDNGIA]. .. 3HL m.D.u._ . 1V SY SNOILDNAa3d ISNOILIGOV
3250789 13N NOILVYSILHOWY % NOILVIDI®d3aad

S13S5Vv GaxXid

(.000 ui saadny)

LL0OZ ‘YdJdey ISLE Je se }9aysg aduejeqg ay} jo Led Bulwio} sa|npayosg
Q3LHAIT S3DIAYES LANVLIVL

D 3TNA3HOS




TATANET SERVICES LIMITED

Schedules forming part of the Balance Sheet as at 31st March 2011
: {Rupees in 000')

As at
31.03.2010
SCHEDULE D
SUNDRY DEBTORS
(Unsecured - Considered Good)
1. Debts outstanding for a period exceeding six months
- Considered Good 24 160
- Considerad Doubtful 1,749
Less: Provision for Doubtful Debts 1,749
24,160
2. Other debts 39,033
63,193
SCHEDULE E
CASH AND BANK BALANCES
1 In Current Accounts with Scheduled Banks 23,995
2 Cash Credit with Bank -
TOTAL 23,995
Note: Cash Credit with Bank are covered by first charge.on current assets
of the Company and extension of first hypothecation charge over
fixed assets and negative lien on the commercial VSAT License
This is backed by Corporate Guarantee of Nelco Limited
SCHEDULEF
LOANS AND ADVANCES
(Unsecured - Considered good)
1 Advances recoverable in cash or kind or for value to be received 27,574
2 Other Recoverables 1,086
3 Advance payment of Tax ( Net of Provision) 15,879
TOTAL 44,539




TATANET SERVICES LIMITED

»

Schedules forming part of the Balance Sheet as at 31st March, 2011

(Rupees in 000" )

As at
31.03.2010
SCHEDULE G
CURRENT LIABILITIES
1. Sundry Creditors 76,315
2. Liabilities for expenses 3,308
3. Deposits from Holding Company - (Nelco Limited) 196,187
4. Other Liabilities 15,553
5. Deposits & Advances -
TOTAL 291,364




TATANET SERVICES LIMITED

Schedule forming part of the Profit & Loss Account for the year ended 31st
March, 2011

{Rupees in 000")

For the
year ended
31.03.2010
SCHEDULE 1
OPERATING AND OTHER EXPENSES
Licence Feesto D.O.T 27,598
Transponder Charges 99,246 -
Connectivity Charges 7,068
Internet Charges -
Network Management Fees 53,400
Marketing Sevices Fees 59,400
Power and fuel 1,228
Repairs and Maintenance - Plant 2,652
Repairs and Maintenance - Others 726
Insurance 123
Bank charges 1,833
Bad Debts Written off
Less: Provision for Doubtful Debts made in earlier year -
Provision for Doubtful Debts 1,749
Professional and Legal Charges 1,341
Training Expenses 476
Audit Fees 70
Auditors Other Remuneration 47
Exchange Rate Fluctuations (3)
Social Welfare Expenses 254
Other Expenses 226
TOTAL 257,435 |




NOTES: Forming Part of the Accounts

SCHEDULE 2

1. Significant Accounting Policies

1.1

1.2

1.3

1.4

1.5

System of Accounting

The accounts have been prepared to comply in all material aspects with
applicable accounting principles in india and the Accounting standards issued
by the Institute of Chartered Accountants of India and relevant provisions of
the Companies Act, 1956.

Fixed Assets and Depreciation

a) Fixed Assets are stated at cost less depreciation. Cost comprises cost of
acquisition, cost of improvements and any attributable cost of bringing
the asset to the condition of its intended use.

b)  Depreciation for the year has been provided on the straight line method
on all fixed assets at the rates specified as per Schedule-XIV of the
Companies Act, 1956 except for License Fees which is amortized over
the License period and Foreign Exchange (loss)/gain which is amortized
over a period of the balance life of the fixed assets as per amended AS-
11 dated 31.03.2009

Revenue Recognition

1.3.1 Sales from services are recognized on rendering of services to the
customers.

Foreign Currency Transactions

Transactions in foreign currencies (other than those covered by forward
contracts) are recorded at the exchange rate prevailing on transaction date.
Assets and Liabilities denominated in foreign currency are restated at the year
end rate.

Taxes on Income

a) Current Tax: Provision for Income Tax is determined in accordance
with the provisions of the Income Tax Act 1961.

Deferred Tax Provision: Deferred Tax is recognized on timing
differences being the differences between taxable incomes and
accounting income that originate in one period and are capable of
reversal in one or more subsequent period(s).



1.6 Segment Reporting

The Company has two segments:
1 VSAT Commercial
2. Internet Service Provision (ISP).

Since the ISP Segment doesn't fall under the criteria of reportable
segment as per Accounting Standard (AS-17) on ‘Segment Reporting’
issued by the Institute of Chartered Accountants of India, it has not been

shown separately

2. Earnings per share (EPS)

a) Weighted Average Number of Shares at
the beginning and end of the period (Nos.)

b)  Net Profit / (Loss) after Tax available for
Equity Share holders{Rupees)

¢) Basic and diluted earnings Per Share
(Rupees)- Face value

3. Value of imports calculated on CIF basis

iy Capital Goods

4. Related Party Disclosure

2010-11
12 mnths

6,000

51,99,480

866.58

2010-11
12mths
1,79,89,843

(In Rupees)

2009-10
12 mnths

6,000

50,41,651

840.28

(in Rupees)
2009-10
12mths

4,81,70,723

The disclosure pertaining to the related party transactions as required by the
Accounting Standards 18 (AS-18) issued by the Institute of Chartered Accountants of

India, as applicable are, indicated below.




Details of Related Party Transactions

Sr. Nelco Limited
No Particulars (Holding Company)
1) Purchases : -
a) | Goods -
b) | Fixed Assets -
¢) | Expenses (Services Received) 125,700,000
(112,800,000)
2) Investments : -
a) | Sale of Investment -
3) Deputation of Personnel :
To Related Parties -
4) Finance :
a) | Inter Corporate Loans taken -
b) | Inter Corporate Loans Repayment -
c) | Interest Paid -
d) | Security Dep. received during the period 28,535,529
(48,363,723)
e) | Security Dep. given during the period 32,116,164
(7,642,000)
5) (Guarantees and collaterals received 30,000,000
(10,000,000)
6) Other Transactions :
a) | Reimbursements made to parties 1,584,000
b) | Reimbursements received from parties -
7) Balance o/s as on 31.03.2011
a) | Creditors (Net) 72,229,610
(66,851,368)
b) | Debtors {Net) -
¢) | Inter Corporate Loans -
d) | Interest Accrued, but not due -
e) | Deposits received 192,606,483
(196,187,118)
f) | Guarantees and collaterals 140,000,000
(110,000,000)
g) | Other Recoverable -

i.e. (April 2009 to March 2010)




5. Major components of Deferred Tax Assets/ (Liabilities) are:

(Rupees in ‘000)
2010-11  2009-10

Deferred Tax Assets
(a) Provision for Doubtful Debts - 541

Less: - Deferred Tax Liability
(a) Difference between Book and Income Tax

Depreciation 5258 7358
(b) Provision for Doubfful debts (Reversed) 330 -
Net Deferred Tax Assets / (Liabilities) (5588) (6817)

6. Additions to Fixed Assets:

Additions made to Fixed Assets during the F.Y. 2010-11 amounted to 1.99 crores (net)
(This includes capitalization of exchange loss/ (gain) as per amendment to AS-11)

7. Audit Fees:
(In Rupees)

2010-11 2009-10
12 mnths 12 mnths

Payable to Auditor as

Audit Fees - 65000 65000
Other Services - 35000 35000
Reimbursement of Expenses - 12300 12000
TOTAL 112000

8. Foreign Currency Outgo:

2010-11 | 2009-10
Amount in Foreign Currency
Foreign
Particulars Currency Twelve Mths Twelve Mths
Paid US Doliars 388,628 69,868
Paid AU Dollars 5,494 4,292
Paid EURO 19,600 -




9. Capital Commitment (Rs in 000°)

2010-11 2009-10
12mths 12mths
Estimated amount of contracts remaining
to be executed on Capitat account and not
provided for (net of advances paid) 2,942 -

10. Effect of Amended AS-11 on Consolidated Accounts for the twelve months
period ended 31.03.2011

Tatanet Services Limited has chosen to avail option to the Amended AS 11 relating to
the effects of changes in Foreign Exchange Rates notified under the Companies
Accounting Standard Rules 2009

Due to this change in the accounting policy the depreciation for the period is higher by
Rs. 31,951/- & loss on foreign currency translation is lower by Rs. 3,80,737/- resulting
in the profit for the period being higher by Rs. 3,48,786/-

11. Disclosure required under Micro, Small and Medium Enterprises
Development Act, 2006 {the Act):

There are no Micro and Small Enterprises, as defined in the Micro, Small and Medium
Enterprises Development Act, 2006, to whom the company owes dues which are
outstanding for more than 45 days as at 31% March, 2011. This information as required
to be disclosed under the Micro, Small and Medium Enterprises Development Act,
2006 has been determined to the extent such parties have been identified on the basis
of information available with the company. This has been relied upon by the auditors.

12. Previous years' figures have been regrouped wherever necessary to conform to
current period’s classification.

13. Balance Sheet Abstract and Company’s General Business profile is annexed
herewith.

Signature to Schedules “A” to “G” and “1” to “2”

As per our report attached For and on behalf of the Board

For M. H. Dalal & Associates
Chartered Accountants

ol

S, KA WaRashor

Dirgctor Director
Devang M. Dalal
Partner :
M No: 109049 o N
PRV
R.B. Upadhyay Uday Banefjee
Mumbai ~ 18.05.2011 Director Director



