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MISSION / VISION

TO BECOMEA PREMIER

TELECOM INFRASTRUCTURESERVICEPROVIDER

TO OFFER COST-EFFECTIVE STATEOF THE ART

BROADBAND COMMUNICATION SOLUTIONS

IN ALLPARTSOF THE COUNTRY

BY UTILIZING INDIAN RAILWAYS'SEAMLESSRIGHT OF WAY

2



RAILTEL CORPORATION OF INDIA LIMITED

Ql1
~. ..AtLTEL

U"<II.'~:~':~ liD

CONTENTS

BOARD OF DIRECTORS 4

DIRECTORS'REPORT 5

AUDITORS' REPORT .12

C & AG COMMENTS & MANAGEMENT REPLlES 19

ANNUAL ACCOU NTS ..20

BALANCESHEET ABSTRACT & COMPANY'S GENERAL PROFILE 40

CASH FLOW STATEMENT ..41

3



Q1)
~
RAILTEL RAILTEL CORPORATION OF INDIA LIMITED110 ,,_..,.11.."1.

Un".,...,.,

BOARD OF DIRECTORS

1. Shri Ramesh Chandra ... Chai rman (upto 31 .8.2007)

2". Shri. S.K.Vasishta. ... Managing Director (3.7.2007)

3. Smt. Saroj Rajware ...Director (Finance)

4. Shri Rajiv Sinha Director (POM)

5. Shri R.K.Bahuguna Director (NPM) (w.eJ. 19.7.2007)

6. Shri R.C. Adwal Director (w.e.f. 8.8.2007)

7. Shri Naresh Salecha Director (w.e.f. 28.9.2006)

8. Shri S. Mural i Director

9. Shri Narinder Sharma Director

10. Dr. V.K.Koshy Director

11. Shri Sumant Chak Director (w.eJ. 5.03.2007)

AUDIT COMMITTEE

1. ShriS.Murali Chairnlun

2. ShriNarinder Sharma Member

3. Dr.V.K.Koshy Menlber

4. ShriNaresh Salecha .: .Member

5. ShriR.C.Adwal ..MeITIber

4



RAILTEL CORPORATION OF INDIA LIMITED

Q.~
~

.RAllTEl
o.":~::'.~:~(:~ '",II.

DIRECTORS' REPORT

Gentlemen,

The Directors have pleasure in presenting their 7th annual report together with audited annual accounts of
the Company for the year ended 3151March, 2007.

2. FINANCIALRESULTS

2.1 During the financial year 2006-07, RailTel has received total revenue of Rs.115 crores which is
31% higher than the revenue receipt of Rs.88 crores for the financial year 3151March, 2006. Out of this
revenue,the income recognizedand included in the Profit&LossAccount for theyearended3151March,
2007 amounted to Rs.116.59 crores as against that oiRs. 62.70 crores including the interest income but
before the interest income during construction period transferred to capital work in progress.

2.2 The operating profit earned during the year is Rs.62.57 crores before interest, depreciation and
tax asagainst that of Rs.33.66 crores in the preceding year. Consequent to signing of a revised agreement
by the Company with the Ministry of Railways in September, 2006, it was decided by Railways not to
charge RailTel grant fee of Rs.11.34 crores per annum for use of their Right of Way by RailTel etc.. At the
same time, the share of RailTel's gross revenue has been enhanced to 5%/7% in place of 4% earlier.
After providing for interest and depreciation and giving effect to the earlier years' adjustment on RoW
charges, the net profit before tax amounted to Rs.41 .08 crores. A provision for FBT of Rs.0.23 crore
has been made. The net surplus hasbeen adjusted against the total accumulated lossesand balan<;'€loss
has been carried over to the Balance Sheet.

3.

. 2.3 The Company has further availed of loan finance from its Bankers to the extent of Rs.55 crores
during the year and upto the end of financial year, the total outstanding was Rs. 147 crores as against the
revised sanctioned loan of Rs.250 crores. As earlier reported, RailTefhas al~o made drawal of funds to
the extent of Rs.150 crores from Indian Railway Finance Corporation (lRFC),which is as of now reduced
to Rs. 100 crores after payment of two instalments of such loan by RailTel to IRFC. The terms of
repayment has since been revised to provide for quarterly payments in place of yearly payment.
CAPITAL STRUCTURE

3.1 The authorized capital of the Company is Rs.1000 crores. As on 31stMarch, 2006, the issued.
subscribed and paid up share capital of the Company stood at Rs.320.93 crores including Rs.305.93
crores equity allotted for consideration other than cash against the OFC related assetsof Railways.

Further shares would soon be
allotted against the OFC related
assetsalready transferred /under -
transfer or use to RailTel by Indian
Railways.
REVISED AGREEMENT WITH THE
MINISTRY OF RAILWAYS

In super session of the earlier

Agreement dated 30th July, 2003,
RailTel has signed a first revised

Agreement on 2151September, 2006
with the Ministry of Railways

containing the revised terms and

conditions as were negotiated and
finalized. While such revised

4.

Signing of revised AgreemenI on 21" September, 2006
by MD. RaiTel and AM/Ping, Ministry of Railways
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v\greement inter alia provides for (i)no Rightof Waycharges payable by RailTeland (ij)revenueshare
. revisedslightly,equalemphasishasbeenlaidthereinto(i)to takebackownershipof 1or2 pairoffibres
!againstproportionate adjustable cost, (ij)ownership ofshort haul STM-1and PD muxto be transferred
backto Railwaysand cost adjusted againstissueoffresh equityforOFCand (iij)longhaul servicesto be
r>rovidedto Railwaysby RailTelon fibrepair transferredto Railwaysforwhich Railwaysto pay annual
lease charges at mutually agreed incremental cost for recovery of principal, interest, repairs and
maintenanceetc.

5. NLDLICENCE

Withthe amendmentsin the telecompolicywith effectfrom1SfJanuary, 2006, RailTeldecided to
migrate to NLDservice licence. Accordingly,RailTelhas signed the NLDagreement with DoTon 7fh
July,2006. With NLDlicence, RaiiTelenvisages to furtheraggressivelyenter into lucrativecorporate
leased line market in addition to offeringVPNservices.

6. PROJECTS

Inthe year 2006-07, RailTelhas continued itseffortsto strengthen its network infrastructureand by
commissioningfurtherOptical FibreCable, besidesconcentrating on sales and marketingactivities.

6.1 Duringthe year 2006-07, 1919 RKMsof OFCwas added while 2855 RKMsof OFCwas
commissionedwith electronics. The total OFClaid upto the end ofMarch, 2007 was 30790 RKMsand
totalOFClitwas28124RKMs.Thetotalnumberofstationsputon OFCnetworkwas2828ason 31Sl

March,2007,ascomparedto 2407till31sfMarch, 2006 thereby registeringan increase of 17.49%.

6.2 Simultaneously,continuedprogresshasbeenmade incommissioningofSTM-16(2.5GB)backbone
duringthelastfinancialyear.Till31slMarch,2007, RailTelhad commissioned STM16systemon 26195
RKMsadding 3373 RKMsduring the lastfinancial year. Besides,2053 RKMsof STM-4networkand

12552 RKMsofSTM-1networkwere added duringthe year2006-07, bringingthe total installedcapacity
ofSTM-4ne~workto 14605 RKMsand STM-1capacity to 21137 RKMsas on 31sfMarch, 2007.

6.3 TheMPLS-IPnetwork has been fullycommissioned except foredge router at Guwahati.

6.4 TheCompany isoutsourcing the maintenance of OFCto local agencies with a view to ensure
continuedand uninterruptedconnectivityinthe OFClinks.Simultaneously,the Companyalsocontinued
itseffortsto ensure greater coordination with IndianRailwaysto make use of the existinginfrastructure
for maintenance of OFC and microwave tower(s). The Company has targeted to improve efficiency

. levelstothe extentof99.5%to ensurecustomer'ssatisfaction.

6.5 It isworth mentioning here that the Railway Board have taken a policy decision that all future
telecom works inconnection with major ITapplicationslikePRS/UTS,FOIS/COIS,Crewmanagement
and control charting, and DisasterRecovery and Data Warehousing solution will be done by RailTel.

7. SALES& MARKETING

7.1. Duringthe year under report, RailTelhas continued to acquire more customers/clients and at

the same time increase itsbusiness from the existingclients. RailTelispresently providingservicesto
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TTSLmML,Reliance Infocom,Spice, BhartiInfotel,etc. RailTelisalso providing bandwidth services
and tower space to internetservice providers,MobileServiceOperators and other serviceproviderslike

SIFY,VSNL,Equant, Tulip IT,BritishGas Broadband, STPI,Spectranet, HCLInfinet, Qrtel, MyGuru
online, Net4Technoiogies, Asianet, Hathways, among others. With the launch of MPLS-IPnetwork,

RailTelistargetingcorporate VPNmarketand expects to garner a substantialchunk of corporate leased
linesand VPNbusiness in the current financial year. Ithas also secured a contract from State Bankof

India for leasing of bandwidth and MPLSbandwidth for Rs.9.30 crore over a period of three years.
. SomeofotherVPNcustomersincludeBajajHindustan,ABCExports,IRCONInteniational,IRCTC,
AmarUjajaetc

7.2 Inthe previous financial year, the utilization of RailTel'snetwork has increased considerably.
RailTel has leased 7696 E1s ( 15 Gbps) by end of 2006-07, as compared to 2432 E1s (5 Gbps) leased by

the end of 2005-06 which constitutesan increase of 216 % in comparison to previous financialyear.

7.3 RailTelhas appointed MIsSIFYand MIsVSNLas itsfranchisees for launching cyber cafes at 82

railwaystations.19 CyberCafeshave sincebeen commissioned.Withthe commissioningofthe balance

cafesshortly,the travelingpassengersand the public can avail Internetbrowsing, Emailservices,Voice
Over Internet Protocol (VOIP),fax,video conferencing etc. at RailwayStations. Itis also proposed to

provide Wi-Fihot spot at some ofthe important stations under Public PrivatePartnership. Agreement
with MIsAirlinkhas been signed to this effect.

7.4 RailTelhas established regionalofficesat Delhi, Kolkata,Secunderabad, Mumbai and territorial

officesat Bangalore, Chennai, Ahmedabad, Jaipur, Chandigarh, Lucknow, Bhubneswar for project

execution,operationand maintenanceofOFC,SOHelectronicsand routersaswell assalesand marketing
of bandwidth, internet leased lines, VPNs,tower space etc.

7.5 RailTelhas been offering leased line services to Service Providers under IP-lllicence and ISP

servicesincludingVPNservicesunder ISPlicence withVPNregistrationas well as InfrastructureLeasing
under IP-I.

7.6 RailTelhas alsoplans to enter intoswitchedvoice NLDsegment. Basedon the recommendation

of PriceWaterhouse Coopers (Consultantsappointed by RaiiTeD,RailTelhas decided to launch NGN

based NLDnetwork in 18 cities in phase Iduring current year and 27 more cities in FY2009, covering

a total of45 cities. Tenderforphase Ihas already been invitedand isunder evaluation. AlsoPOI(Point
of Interconnect)agreements have been signedwith some ofthe service providers.

8. ISOCERTIFICATION

ISO9001:2000 certification has been obtained by all the Regionsas well as corporate officeof RailTel

fromMody InternationalCertificationLtd.duringthe financial year under report.
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9.2 Thetotal number of employees
on the roll of the Company as at 31'1
March, 2007 were 249. Besides,the
Companyresortedtodirect recruitment
of 62 Engineerson contractual basis.
In addition to theabove,the Company
had outsourced the services of 225

personnel in different capacities to
facilitatework.

~ aftIIr 1trMIJ
I1AILTBL~OPINDIA LIMI'I1ID

6th Annual Day
Celebrations

Tuesday, 26th September, 2006
Kamani Auditorium, Tans,m Marg, New Delhl-01

9. INDUSTRIALRELATIONS

9.1 . Cordial industrialrelationswere

maintainedduring theyear.

l\.

6th AnnuallddY lclebration by RailTel Sitting on dias fromlcit are
S/ShriKKBajpeyee,RameshChandraJPBatraandSmt.Saroj Rajware.

10. VIGILANCE

10.1 RailTel observed Vigilance Week during 61hNovember to 10lh November 2006. Also 8 field

inspections were conducted and the shortcomings noted in the execution of works have been notified to
field units for taking corrective measures.

11. EMPLOYMENTOF WOMEN, USEOF OFFICIALLANGUAGE ETe.

. 11.1 There is adequate repre?entation of women emplGyees in the Company. Further Company is
following the guidelines of the Official LanguagesAct. The Annual Report is also concurrently published
in Hindi. The Company would progressively increase the use in Hindi in accordance with the official
language policy of the Government. The Officers and staff possessworking knowledge in Hindi in day
to day work.

11.2 No Presidential Directive was received from the Government during the financial year under

report.

11.3 Ministry of Railways have entered into first revised agreement with the Corporation on 21S1

September, 2006 in relation to transferof OFCrelatedassetson the revisedtermsandconditionsashave
beenagreedto by both the parties. .

12. PARTICULARS OF EMPLOYEES U/S 217 (2A) OF THE COMPANIES ACT, 1956.

12.1 There was no employee of the Company who received remuneration in excess of the limits

prescribed under Section 21 7(2A) of the Companies Act, 1956 read with Companies (Particulars of
Employees) Rule, 1975.

13. PARTICULARS RELATING TO CONSERVATION OF ENERGYAND TECHNOLOGY ABSORPTION
ETC.

13.1 The Company is prcsently engaged in providing of tclecom services and assuch, the information
under the applicable provisions of section 217(1 )(e)of the Companies Act, 1956 is not applicable.

13.2 The Company has not carned foreign cxchange during the year under report. The Company
incurred an expenditurc of Rs. Nil (52.51Iakhs) on account of professional and consultancy fee Jnd ~s.
\2.'~4Idkhs on others (previous year - Rs.0.80 lakhs) in foreign currency during the year.
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14. EXPLANATION TO AUDITORS' QUALIFICATIONS ON THE ANNUAL ACCOUNTS

TheAuditorshave made observations in their Reporton the annual accounts of the Company for the
yearended31st March,2007andthesamearereplied/dealtwithas under:

I.Allotment of shares for Rs.5667 lakhs was made on 14thMarch, 2007. Simultaneously action to
transfer2/4 fiqresof OFC to RaiIwayswas also underway. Subsequently, itwas decided to transfer2/
4 fibresof OFCto Railwaysw.eJ. the date of revisedagreement with Railways. Asa result,adjustment
of Rs.4126.35 lakhswould be made fromequityto be issuedto the Railwaysagainstfutureacquisition
of OFC related assets.

II&III.There are three types of assetswhich are to be transferredto Railways. 2/4 fibresof OFC,STM-
1 equipmentreceivedfromRailwaysto be transferredbackto them and STM-1and primarymultiplexing
equipment created by RailTeland to be transferredto Railways. Necessary adjustment for 2/4 fibers
have been made in the accounts. In respect of transfer of STM-1equipment valued at Rs.3426.00
lakhs,the same isbeing pursued with Railwaysand the Company proposes to effecttransferof these
assets in the current financial year and make the necessary adjustments as provided in the agreement.
Furtherin regardto STM-1and primarymultiplexingequipments created by RailTel,the same has been
identified and their values worked out and on transfer of these assets, necessary adjustments will be
made in the books of accounts in the current year afterconfirmationfrom Railways.

IV.The Company had paid a sum of Rs.338.36 lakhs to Department of Telecommunications under
protestagainsttheir demand on account of allegedshortpaymentoffee,penalty and interestetc. against
the use of IPIIservices by RailTel.TheCompany has reflectedthe said amount as advance recoverable
in cash or in kind, pending receiptofjudgmentofTDSATon similar issuestaken up by the Association,
as reported in the previous year. The Company has been advised that the judgment inthe matter will
apply uniformly. Therefore, no provisionhas been made for the same.

15. DIRECTORS'RESPONSIBILITYSTATEMENT:

15.1 In terms of the provisions of section 217(2AA) of the Companies Act, 1956, as amended, your
Directors confirm as under:

a) that in the preparation ofthe annual accounts, the applicable accounting standards have
been followed alongwith proper explanation relatingto materialdepartures;

b) that the Directors have adopted such accounting policies and applied them consistently
and made judgments and estimatesthat are reasonable and prudent so as to givea true and
fair view of the state of affairsof the Company at the end of the financial year and of the
profitor lossof the Company for that period; .

c) that the Directors have taken proper and sufficientcare for the maintenance of adequate
accounting records in accordance withthe provisionsofthisActforsafeguardingthe assets
of the Company and forpreventionand detecting fraud and other irregularities;and

d) that the Directorshave prepared the annual accounts on a going concern basis.
16. CORPORATE GOVERNANCE AND MOU RATING

16.1 TheCompany isseized ofthe concept ofcorporategovernance and the principlesunderlyingthe
same. Asa part of good corporate governance practices, the Company has been takingsteps to
implement such concepts. Ithas already constituted / re-constituted Audit Committee of the
Board.

9
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16.2 RailTelis also signing an MoU with the Government of India, Ministry of Railways thereby
layinginter alia the physicaland financialtargetsforthe year 2007-08. During2005-06, RailTel
has got "Good" ratingunder such MoU forthat financial year.

1,7. AUDITORS

17.1 TheComptroller and Auditor General of India(CAG)have re-appointed Mis Goyal &Goyal of
Delhi as Auditorsof the Company to audit the annual accounts for the year ended 311March,
2007. Interms ofthe authorization given by the members in their last annual general meeting,
the Boardhas already considered and approve payment of audit fee of Rs.75,0001-plus service
tax to them, in addition to reimbursement of expenses and other fee on account of tax audit as
per lastyear. Similarly,the approval ofthe shareholders issolicitedforauthorizingthe Boardfor
fixation of remuneration payable to the statutory auditors for the year 2007-08 as and when
appointed.

18. COMMENTSOF CAG

18.1 ThecommentsoftheCAGontheaccountsoftheCompanyfortheyearended31slMarch, 2007
shall also form part of this report.

19. DIREaORATE

19.1 Atpresent, the Board of the Corporation consists of a part time Chairman, Managing Director
and three functionalDirectorsand two Govt.Nomineesand fourparttime non-officialDirectors.

19.2 The Boardmet fou.rtimesfor transacting businessduring the financial year 2006-07.

19.3 ShriRajivSinhahasjoined the Companyas DirectorIPOMw.eJ. 27thOctober,2006. Inaddition,
Mr. Naresh Salecha has also been appointed as Govt. Director on the Boardof the Company
w.eJ. 28thSeptember,2006 vice ShriA.K.Bhatnagar.

19.4 ShriSumantChakhasalsobeenrecentlyappointedbytheGovernmentofIndiaasparttimenon
officialDirector, in addition to three existingsuch Directorson the Board.

19.5 ShriS.K.VasishtajoinedtheCompanyasthe ManagingDirectorw.eJ. 3rdJuly,2007viceShri
K.K.Bajpeyeewho supernnauted fromservices.

19.6 ShriR.K.Bahuguna also joined the Company as Director/Network Planning&Marketingw.eJ.
19thJuly, 2007.

19.7 The Boardplaced on record itsappreciation ofservicesrendered and guidance providedby the
out went DirectorsShri KKBajpeyeeand ShriA.K.Bhatnagar.

20. AUDITCOMMITTEE

AnAuditCommitteeofthe Boardof Directorswasearlierconstitutedby the Corporationand at present,
such Committee consistsof the following Directors:

1". ShriS.Murali
2. ShriNarinder Sharma

3. Dr.VKKoshy
4. ShriNaresh Salecha
5. ShriRCAdwal

ShriS.Murali has been elected as Chairman ofthe AuditCommittee.

10
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GOYALIi GOYAL
CHARTERED ACCOUNTANTS

AU DITORS'S REPORT

TO THEMEMBERSOF RAILTELCORPORATIONOF INDIA LIMITED

1. We have audited the attached Balance Sheet of RAILTELCORPORATION OF INDIA LIMITED
as at 31st March, 2007, the Profit & Loss Account and the Cash Flow Statement for the year
ended on that date all of which we have signed under reference to this report. These financial
statements are the responsibility ofthe company. Our responsibility is to express an opinion on
these financial statements based on our audit.

2. We conducted our audit in accordance with auditing standardsgenerally accepted in India.
Thosestandards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statementsare free of material misstatement. An audit includes
examining, on a test basis,evidence supporting the amounts and disclosures in the financial
statements.An audit also includes assessingthe accounting principles used and significant
estimatesmade by management,aswell asevaluatingthe overall presentationof the financial
statements.We believe that our audit providesa reasonablebasisfor our opinion.

3. In our opinion andto the bestof our information and accordingto the explanationsgivento us,
theBalanceSheet,Profit& LossAccountandCashFlowStatementread with the Significant
Accounting Policiesand Notesthereon subjectto:-

I) Allotment of shares for Rs.4126.35 Lakhsinstead of adjusting the same from the amount
due from railwaysas required under clause3.2.4of the agreement with ministryof railways
dated 21/9/2006 (hereinafter referred to as lithe agreement"), thereby enhancing the
Share Capital by 4126.35 lakhs on one hand and Current Assetson the other hand;

II) Non Transfer of Short Haul and LongHaul (STM-1)Equipments to Railwayscosting Rs.
3426.00 lakhs (Written down value of Rs. 2745.61 lakhs)as required under clause 3.1.4
of the agreement;

III) Non-Transferof short Haul STM-1and primary multiplexing Equipments to railways as
required under clause 3.1.5 of the agreement (Valuenot determined by the company)and

IV) Non Provisionof penalty Rs.365.55 lakhspaid to Department of Telecommunications;

give, in the prescribed manner the information required by the Companies Act, 1956 ("the Act") and
also give a true and fair view in conformity with Accounting Principles generally accepted in India: .

a) In the case of the Balance Sheet, of the state of affairs of the company as at 31 sl March,
2007;

b) In the caseof the Profit& LossAccount,of the PROFITfor the yearendedon thatdate;and

c) InthecaseofCashFlow Statement,of the cashflows for the year ended on that date.

4. We haveobtainedall the information andexplanations,which to the bestof our knowledgeand

12
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belief were necessary for the purposes of our audit. In our opinion, proper books of accounts as
required by law have been kept by the company so far asappears from our examination of those
books. The Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this
report are in agreement with the books of accounts.

5. In our opinion, these accounts have been prepared in compliance with the applicable accounting
standards referred to in section 211 (3C) of the Act.

6. Provision of section 274(1)(g) of the Companies Act, 1956 are not applicable to the directors of
the company in view of General Circular No. 8/2002 dated 22/03/2002, issuedby the Department
of Company Affairs.

7. As required by the Companies (Auditor's Report)Order, 2003, issued by the Central Government
in terms of section 227 (4A) of the Companies Act,1956 and according to the information and
explanations given to us during the course of audit and on the basis of such checks as were
considered appropriate, we further state that: -

I. The company has maintained proper records showing full particulars including quantitative
details and situation of Fixed Assets. The company carries out physical verification as an
ongoing process and the same has been done for eastern region during the year and no
material discrepancies were noticed on such verification. Certain assetshave been transferred
to rai Iways; however the same do not affect the status of the company as a going concern.

II. The inventory consists of sparesparts only. According to .information and explanation given
to us, physical verification of inventory has been done by the management on yearly basis.
In our opinion, the frequency of such verification is reasonable having regard to the size of
the company and nature of its business.

The company has maintained proper records of inventory. As explained to us, there were
no material discrepancies noticed on physical verification of stock as compared to book
records.

III. (a) According to the records of the company examined by us and the information and
explanations given to us, no loans have been granted by the company to companies, firms
and other parties covered in the register maintained under section 301 of the Companies
Act, 1956.

(b) According to the records of the company examined by us and the information and
explanations given to us, no loans have been taken by the company from companies, firms
and other parties covered in the register maintained under section 301 of the Companies
Act, 1956.

IV. In our opinion, and according to the information and explanations given to us it appears
that there are adequate internal control procedures commensurate with the size of the
company and the nature of its business, with regard to purchases of Inventory, Fixed Assets
and sale of goods and services. However internal control system for capitalisation of assets
received from railways needs to be strengthened.

13
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v. Accordingto the informationand explanationsgivento us, we are of the opinion that there
hasnot been any transactionduringthe yearthat needto be entered inthe registermaintained
under section 301 of the Companies Act 1956.

VI. The company has not accepted any PublicDeposits.

VII. The company has an Internal AuditSystemcommensurate with itssize and nature of its
business.

viii. According to the information and explanations given to us, no cost records have been
maintained by the company as prescribed by the Central Government under clause (d)of
sub-section (1)of section 209 ofthe Companies Act, 1956.

IX. (a)According to the information and explanations given to us, the company isgenerally
regular in depositing undisputed statutory dues including Provident Fund, Investor
Educationaland ProtectionFund,EmployeesStateInsurances,Incometax, SalesTax,Wealth
Tax,Custom Duty, ExciseDuty, Service tax, cess and any other statutory dues with the
appropriate authorities.

(b)According to the information and explanations given to us, there are no amount in
respect of Sales Tax,Income Tax,ServiceTax,Custom Duty,Wealth Tax,Exciseduty and
Cessthat havenotbeen depositedwiththe appropriateauthoritieson account ofanydispute,
other than those mentioned infollowingtable':-

I

I

I

j

1

STATEMENT OF DISPUTED DUES

1

x. The accumulated lossesat the end ofthe financial year are lessthan fiftypercent of itsnet
worth and the company has not incurred cash losses in this financial year and in the
immediatelyprecedingfinancialyear.

XI. Accordingto the informationand explanationsgivento us, the company has not made any
default in repayment of'duesto financial institutionsor banks. The company does nothave
any borrowings by way of debentures.

XII. Inour opinion and accordingto the informationand explanationsgivento us, the company
has not granted any loans on the basisof security by way of pledge of shares, debentures
and other securities.

xiii. The company is not a Chit Fund, Nidhi,Mutual benefit fund or Society.

xiv. Tothe best of our knowledge and according to the information and explanations givento
us, the company is not dealing or trading in shares, debentures and other securities.
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xv. The company has not given any guarantees for loans taken by others from banks or financial
institutions.

XVI. V\ccording to the information and explanations given to us, the term loans were applied for
the purpose for which they were obtained.

xvii. According to the information and explanations given to us and on an overall examination of
the balance sheet of the company, in our opinion, there are no funds raised on a short- term
basis, which have been used for long-term investment. .

xviii. Accordi ng to the information and explanations given to us the company has not made any
preferential allotment of shares.

XIX. The company has not issued any debentures and hence the question of creating securities
does not arise. .

xx. The Company has not raised any fund through Public issue.

XXI. To the best of our knowledge and belief, and according to the information and explanation
given to us, no fraud on or by the company has been noticed during the course of our audit.

For Goyal (~Goyal
Chartered Accountants

Place: New Delhi

Date: 27thAugust, 2007

MUKESH GOYAL

(PARTNER)
M.No:-80494
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RAILTEL CORPORATION OF INDIA LIMITED

COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA

UNDER SECTION 619(4) OF THE COMPANIES ACT, 1956 ON THE ACCOUNTS
OF RAILTELCORPORATION OF INDIA LIMITED, NEW DELHI FOR THE YEAR
ENDED 31 MARCH 2007

The preparation of financial statements of Railtel Corporation of India Limited, New Delhi for the

year ended 31 March 2007 in accordance with the financial reporting framework prescribed under the

Companies Act, 1956, is the responsibi lity of the management of the company. The statutory auditor appointed

by the Comptroller and Auditor General of India under Section 619(2) of the Companies Act, 1956, is

responsible for expressing opinion on these financial statements under Section 227 of the Companies Act,

1956, based on independent audit in accordance with the auditing and assurance standards prescribed by

their professional body the Institute of Chartered Accountants of India. This is stated to have been done by
them vide their Audit Report dated 27 August 2007.

I on the behalf of the Comptroller and Auditor General of India have conducted a supplementary

audit under Section 619(3) (b) of the Companies Act, 1956, of the financial statements of Railtel Corporation

of India Limited, New Delhi for the year ended 31 March 2007. This supplementary audit has been carried

. out independently without access to the working papers of the statutory auditors and is limited primarily to
inquiries of the statutory auditors and company personnel and a selective examination of some of the

accounting records. Based on my supplementary audit, I would like to highlight the following significant

matter under Section 619(4) of the Companies Act 1956 which has come to my attention and which in my

view is necessaryfor enabling a better understandi ng of the financial statements and the related Audit Report:

Profit and LossAccount

(1) MATCredit Entitlement: Rs.4.50 crore

The Company has recognised Minimum Alternative Tax (MAT) Credit Entitlement as an asseton the

assumption that it would be in a position to utilize MAT credit in future in view of current trends

available. As the Company's assumption is contrary to its assertion made in Note 17 (Schedule 10)

that there was no virtual certainty that taxable income would be available in the near future, MAT

credit should not have been recognised as an asset.This resulted in overstatement of profit for the year
after tax as well as current assetsby Rs.4.50 crore.

(2) Basic/Diluted Earningper share: Rs.1.58

The basic/diluted earning per share worked out to be Rs. 1.27 as 86529600 shares, allotted in

2006-07 for consideration other than cash, should have been considered from the date of recognition

of assets(i.e., prior to 1 April 2006), instead of the date of allotment of shares,asrequired by Accounting.

Standard-20 prescribed under Section 211 (3C) of the Companies Act 1956.

17
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Balance Sheet

(3) Net Current Assets/liabilities: (-) Rs. 8.19 crore

The above has been arrived at by reducing long term liabilities of Rs.9.97 crore. As long term liabilities

are not current liabilities, these should not be reduced from the current assets for the purpose of

working out Net Current Assets/Liabilities. This resulted in understatement of Net Current assets/

Liabilities by Rs.9.97 crore.

For and on the behalf of the

Comptroller & Auditor General of India

Place: New Delhi

Dated: 26 September 2007

(E.R. Solomon)
Principal Director of Commercial Audit &

Ex-officio Member Audit Board-III,
New Delhi
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S. Comment Reply
No

1. MATCredit Entitlement: Rs.4.5crores

The Company has recognized Minimum The Company has unabsorbed depreciation and
AlternativeTax(MAT)Credit Entitlementas carried forward losses under tax laws and there is no
an asseton the assumption that itwould be virtualcertaintywith convincingevidence that taxable
in a positionto utilize MATcredit in future income will be available in the near future against
in view of current trends available. Asthe which the deferred tax assetscould be realized. Thus
Company's assumption is contrary to its the deferred tax asset has not been recognized by the
assertion made. in Note 17 (Schedule 10) Company."However, based on the growth in the past,
that there was no virtual certainty that the present trends available and the assessmentofthe
taxable income would be available in the management, the company isofthe viewthat itwill be
near future, MATcredit should not have in a position to utilize the MATcredit entitlement
been recognized as an asset. This resulted duringthe next seven assessment years i.e. the period
in overstatement of profit for the year after availableunder the tax laws foravailingthe same. The
tax as well as current assets by RsA.50 MATcredit entitlement has therefore been correctly
crores. accounted forby the company.

2. Basic/Diluted Earningper share: Rs.1.58
crores

Thebasic/dilutedearning per share worked Noted.
out to be Rs.1.27 as 86529600 shares,
allotted in 2006-07 forconsideration other
than cash, should have been considered
from the date of recognition of assets (i.e.
priorto 1 April2006), instead ofthe date of
allotment of shares, as required by
Accounting Standard-20 prescribed under
Section 211 (3C) of the Companies Act
1956.

3. Net current Assets/Liabilities: (-) Rs.8.19
crore

The above has been arrived at by reducing The long term liability of Rs. 997 lakh comprise of
long term liabilities of Rs.9.97 crore. As revenue share payable to Railways, which is under
longterm liabilitiesare notcurrentliabilities, moratorium upto July '08. These were shown as long
these should not be reduced from the term liabilitiesas per the advice of C&AG.Beinginthe
current assets for the purpose of working nature of current liabilities and there being no
out Net Current Assets/Liabilities. This requirement under Companies Act to show them
resulted in under-statement of Net Current separately, they have been treated as current liabilities

assets/ liabilitiesby Rs.9.97 crore.
forworking out the Net Current Assets.
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RAILTEL CORPORATION OF INDIA LIMITED

Balance Sheet as at 31 st March, 2007

Date:27th August 2007
Place: New Delhi

Mukesh Goyal
( Partner)

M.No: 80494

S. C. HANS SAROJ RAJWARE
Company Secretary Director (Finance)

S.K. VASISHTA

Managing Director
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Particulars Schedules Asat 31.03.07 Asat 31.03.06
Amount in Rs Lakhs Amount in Rs Lakhs

SOURCESOF FUNDS

Shareholders'Funds 1 32094 23441

LoanFunds 2 27200 21700

Total 59294 45141
APPLICATIONOF FUNDS

FixedAssets
Gross Block 3 61137 76306

Less:Depreciation 8014 7505
Net Block 53123 68801
CapitalWork in Progress 4 6220 17872
Advancesforcapital expenditure 5 167 544

59510 87217
Current Assets,Loans&Advances 6
Inventories 91 91
SundryDebtors 969 438
Cash &BankBalances 7025 3668
Other CurrentAssets 5 34
Loans&Advances i1201 3105

Total (a) 19291 7336

Less:Current Liabilities& Provisions 7
CurrentLiabilities 19103 19512
Provisions 10 6
Total (b) 19113 19518
LongTermLiabilities (c) 997 34582
Net Current AssetsfLiabilities(-) (a) - (b) - (c) -819 -46764
Profit &LossAccount 603 4688

Total 59294 45141

SignificantAccounting policies &Notes on
accounts 10

"Asper our report of even date attached"

For Goyal & Goyal
Chartered Accountants



RAIL TEL CORPORATIQN OF INDIA LIMITED

Profit & Loss Account for the year ended on 31st March, 2007

Particulars Schedules Amount in Rs Lakhs
Forthe Year

Endedon 31.03.07

Amount in Rs Lakhs
For the Year

Ended on 31.03.06

INCOME

Less:- Depreciation adjustment for earlier years

Net Profit/ Loss(-)for the year before tax
Less:-Tax Expenses
For FBT(Including Rs 3.1 lakh for earlier year)
For Minimum Alternate Tax
Add: MATCredit Entitlement
Net Profit /LOS5(-) for the year after tax

Surplus / Loss(-) brought forward from previous year

Total Accumulated Loss(-) Carried over to Balance Sheet

Basic/Diluted Earning per share (Rs.)

Significant Accounting policies & Notes on Accounts 10
"As per our report of even date attached"

For Goyal & Goyal
Chartered Accountants

LeaseRevenue -IP-2 Licence
LeaseRevenue - ISPLicence
LeaseRevenue-IP-1 Licence
LeaseRevenue- VPN Licence
Interest from Banks (Gross) TDS Rs 66.48 lakh
(Previoius Year 58.29 lakh)
Other Income

Less: Interest Income during Construction period transferred to

Capital work in progress
EXPENDITURE
Employee's Remuneration & Benefits 8
Administrative& Other Expenses 9
O&M Expenses
License fees to DOT
Revenue share to Railways
Preliminary expenses charged off
Prior .period Adjustments (Net)

Less:- Incidental Expenditure during construction
period transferred to capital work in progress

Net Profit before interest, depreciation & tax
Intereston Loan
Less:- Interest on Loan Capitalised
Depreciation
Amortisationof Rightof way

8364
596

2162
174
295

4021
221

1257
113
258

68
11659

227

399
6269

225 604411432

1170
1818
1376

529
531

o
426

5850

933
1122
1009
254
324
40
34

3716

675 5175

6257

1038 2678

3366
2098
458

3201
Q

3201
-2692

1921
f21.4

1999
1134
3133

43 3090

-1001

1640 1277

509

4108

23
450

-450
4085

-4688

-603

1.58

26

-1027

-3661

-4688

-0.44

Date:27th August 2007
Place: New Delhi

Mukesh Goyal
( Partner)

M.No: 80494

S. C. HANS SAROJ RAJWARE
Company Secretary Director (Finance)

S.K. VASISHTA
Managing Director
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Schedules annexed to and forming an integral part of the Balance Sheet and Profit & LossAccount
for the year ended 31 st March, 2007.

SHAREHOLDERS'FUNDS Schedule1

Particulars As at 31.03.07
Amount in Rs Lakhs

As at 31.03.06
Amount in Rs Lakhs

Share Capital

Authorised Capital

1,00,00,00,000 Equityshares of Rs.10/-each 100000 100000

Issued,Subscribed & Paid up Capital

1,50,00,007 EquitySharesof Rs.10/- each 1500

30,59,38,400(Previousyear 21,94,08,800) Equityshares of 30594

Rs10/-each allotted forconsideration other than cash

1500

21941

TOTAL 32094 23441
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LOAN FUNDS Schedule 2

Particulars Asat 31.03.07
Amount in Rs Lakhs

As at 31.03.06
Amount in Rs Lakhs

Secured Loans

TermLoan

Syndicated Term Loan from Banks led by State Bank of India 14700 9200

TOTAL (a) 14700 9200

Above loans are secured by way of:-

A. Firstrankingmortgage/Hypothecationcharge,asappropriatechargesoverallthe company's immovable
and movable assets on pari passu basis.

B. FirstChargeon Projectaccount. Duringthe currencyofloan,allpaymentsreceivedwould getdeposited
inthe principal project account to be maintained at StateBankof India,CAGBranch, New Delhi.

C. Assignment/Charge of proceeds fromsale of network including payments from DOTin the events
ofTermination/Cancellation of Licence.

D. Charge / Assignment in favours of lender of the borrowers right under projects assignments duly
acknowledged and consented to by the relevantcounter partiesto such project assignments.

E Assignment/Chargeofcontractor guaranteesand liquidateddamages.

F. Security / chargeoveranylettersofcreditsand/orperformancebondsprovidedbytheshareholders/
vendors in favoursofthe company all informand manner satisfactoryto SB!.

Unsecured Loans
TermLoanfrom Indian RailwayFinanceCorporation Ltd.

TOTAL(b)

12500

12500

12500

12500

GRAND TOTAL (a) + (b) 27200 21700

Loansdue for repayment within one year 4184 NIL
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Amountin Rs Lakhs
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GROSSBLOCK DEPRECIATION NETBLOCK

PriorPeriodAdjustmenton Accountoi
Transfer Assets Assets

Additiond Adjustment Correction booked Transfered
As At Duringthe Duringthe TotalAs on Upto ForThe in earlier Change duringthe duringthe TotalUpto As On As On

f>.RTlCULARS 14.2006 Year Year 31.03.200731.03.2006 Year Years in Rates year year Total 31/03/07 31.03.2007 31.03-2006

A. FIXEDASSETS
Rightof Way 34020 0 -34020 0 3024 0 0 0 0 -3024 -3024 0 0 30996
Computers 186 39 0 225 52 33 1 0 0 0 1 86 139 134
Furniture& Fixtures 57 15 0 72 16 9 2 0 0 0 2 27 45 41

OfficeEquipments 123 43 -1 165 18 18 1 0 0 -1 01 36 129 105

LeaseHoldImprovements 222 5 0 227 26 23 2 0 0 0 2 51 176 196
Vehicles 6 0 0 6 0(.14) 1 0 0 0 0 0 1 5 6
OFCandRelatedAssets 33621 11075 -6488 38208 3615 1906 -12 402 348 -725 13 5534 32674 30006
Telecom& Radio 7149 1975 0 9124 672 536 9 216 88 0 313 1521 7603 6477
Equipments
PrefabBuildings 912 74 -4 982 74 43 1 0 0 0 1 118 864 838
MPLSNetwork 0 3914 0 3914 0 124 0 0 0 0 0 124 3790 0
STM.16Network 0 7994 0 7994 0 506 0 0 0 0 0 506 7488 0
FreeHoldLand 0 210 0 210 0 0 0 0 0 0 0 0 210 0

B.CapitalExpenditureon
assetsnotownedbythe
Company 10 0 0 10 8 2 0 0 0 0 0 10 0 2

TOTAL 76306 25344. -40513 61137 7505 3201 4 618 436 -3750 -2692 8014 53123 68801

PREVIOUSYEAR 76963 3559 -4216 76306 4623 3133 -2 -208 0 -41 -251 7505 68801 72340
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CAPITAL WORK IN PROGRESS Schedule 4

Particulars As at 31.03.07
Amount in Rs Lakhs

As at 31.03.06
Amount in Rs Lakhs

OFC laying works by Railways against deposit works
Other OFC laying works, Pre Fab Building etc.
Installation of STM Equipment

1405
4519

296

3272
3652

10948
6220 17872

Add

Net Incidental expenditure brought forward from lastyear
Borrowing CostCapitalised(Net) 231
Incidental expenditurefor earlier year reallocated 75
Incidentalexpenditureincurred during the year 675

981

Less

Net Incidentalexpenditure allocatedto projectsduring theyear 981

TOTAL

26

282
418

-

1038-
1738

0 1738 0

-
6220 17872
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ADVANCES FOR CAPITAL EXPENDITURE Schedule 5

Particulars As at 31.03.07
Amount in Rs Lakhs

As at 31.03.06
Amount in Rs Lakhs

Unsecured, Unconfirmed considered good

- covered by Bank Guarantees .

- others

a
167 167

a
544 544

TOTAL 167 544

27



Qt)
~
RAILTEL110"..." 1' '..

U '.kl"9
RAILTEL CORPORATION OF INDIA LIMITED

CURRENT ASSETS, LOANS & ADVANCES

Particulars As at 31.03.07
Amount in Rs Lakhs

Schedule6

Asat 31.03.06
Amount in Rs Lakhs

CURRENT ASSETS

Inventory (AtCost)
(Taken,valued and certifiedby the Management)
Stores&Spares

SundryDebtors
(Unsecured,Unconfirmed)
Dcbtsoutsanding forperiod exceeding sixmonths
- Considered Good
- Considered Doubtful

Less:Provisionfordoubtful debts

Other DebtsConsideredgood
Cash &BankBalances

Cheques in Hand
FundsinTransit
Cash/ ImprestBalances

Balances with Scheduled Banks in
Current account
Collection account

Term deposits

Other Current Assets
Accrued Intereston Termdeposits

LOANS AND ADVANCES

(Unsecured, Unconfirmed cosidered good)

Advances recoverable in cash or in kind or for
value to be received
MATCreditEntitlment
Prepaidtaxes

TOTAL

159
27

186
27

159
810 969

91 91

26
19
45
19
26

412 438

383
1188

1
1572

103
44

5306 7025

619
118

1
738

120
122

2688 3668

10028

450
723 11201

5 34

19291

2607

498 3105

7336
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RAILTEL CORPORATION OF INDIA LIMITED

CURRENT LIABILITIES & PROVISIONS ~chedule 7

Particulars Asat 31.03.07
Amount in Rs Lakhs

As at 31.03.06
Amount in Rs Lakhs

Current Liabilities

SundryCreditors

Forcapitalexpenditure
Forothers

Deposits&Customers' Advances
BookOvredraft(Uncashed Cheques)
Other liabilities

Provisions

Provisionfor leave salary contribution
ProvisionforGratuity

6
4 10

4
2 6

TOTAL 19113 19518

29
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EMPLOYEESREMUNERATION & BENEFITS Schedule 8

Particulars For the Year Ended
on 31.03.07

Amount in Rs Lakhs

For the Year Ended
on 31.03.06

Amount in Rs Lakhs

DirectorsRemuneration

Salary,Wages,Allowances and Perquisite
EmployersContributionto PF
Gratuity
LeaveSalaryContribution
StaffWelfareExpenses

TOTAL

...

27
1043

14
4
4

78

39
845

11
1
3

34

1170 933
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ADMINISTRATIVE & OTHER EXPENSES

Particulars

Schedule 9

For the Year Ended
on 31.03.07

Amount in Rs Lakhs

For the Year Ended
on 31.03.06

Amount in Rs Lakhs

Auditor Remuneration
Books & Periodicals

Communication Expenses

Conveyance Expenses
. Electricity&Power Expenses
Bank Charges &Commission
Insurance Expenses
Miscelleneous Expenses
Legal & Professional Expenses
Rates &Taxes

Rentofficepremises
Repair&Maintenance - Others
TenderExpenses.
Training&RecruitmentExpenses
Travelling Expenses
Printing & Stationary Expenses
Vehicle hire charges
Share of Revenue with KRCL

Business promotion Expenses
Cyber Cafe Internet Expenses
Provision for Doubtful Debts

Franchise Expenses
Exhibition & Stall Expenses
Hire Charges Optic Fiber
Hire Charges Radio Modem

Protection Bandwidth & Connectivity Charges
Internet Bandwidth

TOTAL

1
5

97
43

153
10
1

72
134

15
95
37
44
47

130
39
85

122
17
5

27
4

27
24
19

256
309

1
6

82
24

126
4
o (0.46)

71
82

o (0.27)
68
29
39
23

135
27
70
o

22
a
a
o

15
13
13

155
117

1818 1122
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SCHEDULE 10
SIGNIFICANT ACCOUNTING POLICIES & NOTES TO ACCOUNTS

A) SIGNIFICANT ACCOUNTING POLICIES

1. General

The Financial Statements are prepared under the historic cost convention, in accordance with the
accounting standards issued by the Institute of Chartered Accountants of India and in accordance with
the applicable requirements of the Companies Act, 1956.

2. FixedAssets

FixedAssetsare stated at cost lessaccumulated depreciation. Cost includes all the expenses related to
bringing the assetsto their present location and condition.

Expenditure related to and incurred during construction period are capitalised as part ofthe construction
cost and allocated to relevant fixed assets.

Addition to buildings on land not owned by the Company are capitalised as Leasehold Improvements.

3. CapitalWorks-in-Progress

a) Corporate office expenses directly attributable to construction for the year and other corporate
office expenses incidental to construction are allocated to regions for apportionment to C3pital
work in progress of the respective regions on the basisof route KM of assetscommissionedunder
each region and thereafter capitalised in the ratio of income and accretion to capital work in
progress.

b) Expensesincidental to construction of various assetsare apportioned on pro-rata basisto respective
assets.

c) Income identifiable with capital work-in-progress is adjusted against the cost of different works on
pro-rata basis.

d) In respect of supply-cum-erection contracts, the value of suppl ies received and accepted at site, is
treated as capital work-in-progress.

e) Contracts under deposit work are accounted for on the basis of statement of account received
from executing agencies/ technical assesslT1ents of theworks executed.

4. Borrowing costs

Borrowing costsattributable to the acquisition of qualifying assetsduring construction are capitalised
as part of the cost of acquisition. Such borrowing costs are apportioned on the average of capital work-
in-progress during the year.

5. Inventories

Stores and spares are stated at cost.

INCOME

6. Incomerecognition

Incomeisrecognisedoncompletionofprovisionofservices.Servicerevenueincludes Income from
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lease, renting or sale of end-to-end bandwidth, hire charges for tower space and accommodation,
Internet bandwidth and VPNservices and is net of discount. Income from services is recognised on
transferof all significant risksand rewards to the customer and when no significantuncertainty exists
regardingrealisationof the consideration and on time proportion basis in accordance with the related
contract.

EXPENDITURE

7. Depreciation

Depreciation has been provided as under

Leasehold improvements

PrefabricatedBuilding

On straight line method @10% per
annum

On straight line method @4.75 per
annum

Telecom Radio Assets,
MPLS/STM-16Network

Optical & Related Asset

On straight line method @6.33%
per annum (previous year 4.75%)
On straight line method @5.28%
per Annum (previous year 4.75%)

Expenditureon assetsnot
owned by the Company

Other Assets

On straight line method @20% per
annum
On straight line method at the rates
prescribed in Schedule VIofthe
Companies Act, 1956

8. Other Expenditure

Expensescommon to operation and constructionactivitiesare allocated to the "Profit&Lossaccount"
and "Incidental expenses during construction" in proportion to the income earned and accretion to
capital work in progress.

9. Impairment of Assets:

An asset istreated as impaired when the carryingamount of assetsexceeds its recoverable value. An
impairment lossischarged to the Profitand LossAccount in the year in which an asset is identifiedas
impaired.

10. Retirement Benefits

The liabilityfor retirement benefits of the employees in respect of gratuity and leave encashment is
provided for on the basis of actuarial valuation at the end of the year based on projected unit credit
method.

11. LicenseFeesand Revenueshare

Thevariable licensefeescomputed at prescribedratesischarged to the profit&lossaccount inthe year
to whichthe revenuerelates. .

12. ForeignCurrency Transaction

Transactionsinforeigncurrencyare recordedatthe exchangerateprevailingon the dateofthetransaction.
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13. Taxeson Income:

a) Prqvisionforcurrent tax ismade in accordance with the provisionsofthe IncomeTaxAct, 1961.

b) Deferredtax on account ohiming differencebetween taxable and accounting income isprovided
consideringthe tax ratesand tax lawsenacted or substantivelyenacted by the BalanceSheetdate,
in accordance with Accounting Standard-22 ' Accounting forTaxeson Income' issued by the
Instituteof Chartered Accountants of India.

14. Provisions,Contingent Liabilities&Contingent Assets:

a) Provisionsare recognisedin respectofobligations,basedon the evidence available,and wherever
their existenceon the BalanceSheetdate isconsidered probable.

b) Contingentliabilitiesare determined on the basisofavailable information.These liabilitiesare not
provided for and are disclosed by way of notes on accounts.

c) Contingentassetsare not recognized in the accounts.

B) Notes to Accounts

1. FixedAssets/ Capital Works-in-progress

Fixedassetshave been taken overfromRailwaysafterphysicalverificationbythe management, at
a pre-determinedprice. Depreciationhasbeen providedon them withoutreassessingthe remaining
useful lifeof such assets as on the date of takeover. The impact, ifany, on the accounts ofthe
Company due to thiscannot be ascertained.

2. Certain assets transferable from Railwaysthough commissioned and put to use have not been
capitalised,pursuantto the policyofcapitalisingonlyafterissueofcompletioncertificate.However,
the Company isusing them to earn revenue and such revenue has been accounted for.

3. Rightof Way

a. In accordance with the agreement entered into with the Ministryof Railwayson 30th July
2003, vide Clause 3, the RaiIwaysagreed to grant to the Company,subject to the provisions
ofthe said agreement, fora period ofthirtyyearsan irrevocableand exclusiverightto install,
control,own, operate, maintainand keepopticalfibernetworkund~ror over(asappropriate)
on the Railwaysland.

b. The grant fee payable during the term.of the agreement, Rs.34020 lakh (Rs.1134 lakh X
30years) was capitalised as Rightof Way,under fixed assets, by creating a corresponding
longterm liability.

c. The Rightof Waywas amortisedover the term ofagreement and the amount amortisedup to
31.03.2006 was Rs.3024Iakh.

Asperthe revisedagreementexecutedby the companywiththe Ministryof Railwaysdated 21.09.2006,
Ministry of Railways has agreed not to charge RailTelannual grant fee of Rs 1134 lakh for use of
RaiIwaysRightof Waywith the retrospectiveeffectfrom 30/07/03.

Asa resultof this revisedagreement, the followingaccounting adjustments have been made:
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a) The value of right of way amounting to Rs. 34020 lakh has been decapitalised with
corresponding adjustment of long term liability.

b) The accumulated amortization of Right of Way amounting to Rs.3024 lakh has been
derecognised, bycrediting to Profitand loss Account.

4. Due to change in Revenue Sharing ratio with Railways, as per the new agreement a sum of Rs
96.28 lakhs has been credited to profit&loss account and included in prior period adjustments.

5. Asper the revisedagreement, 2/4 fibresofOFC has been transferredto Railwaysw.eJ. 21.9.2006,
i.e. the date of revisedagreement at originalcost and a sum of Rs.6829.591akhson account ofthe
samehasbeenshownasrecoverablefromRailways.Thereare three typesofassetswhichareto
be transferred to Railways. 2/4 fibresof OFC,STM-1equipment received from Railwaysto be
transferredbacktothemandSTM-1andprimarymultiplexingequipmentcreatedby RailTelandto
be transferredto Railways. Necessary adjustment for2/4 fibershave been made inthe accounts.
InrespectoftransferofSTM-1equipmentvaluedat Rs.3426.00lakhs,the sameisbeingpursued
withRailwaysandtheCompanyproposestoeffecttransferoftheseassetsin the current financial
yearandmakethenecessaryadjustmentsasprovidedintheagreement.FurtherinregardtoSTM-
1 and primarymultiplexingequipmentscreatedby RailTel,the same have been identifiedand their
values worked out and on transfer of these assets, necessary adjustments wiIIbe made in the books
ofaccounts in the current year after confirmation from Railways. However,in regardto adjustment
of value of assets against equity, it is stated that after due consideration, the Committee of the

Board of Directors opined that pending finalization of value of assetsand also provisioning in the
railway budget for transfer of OFC related assetsto the Company, it would be appropriate and in
the interest of the Company to issue equity against the assetstaken over by RailTel and adjust the
value of assetsto be transferred to Railways by RailTel against equity in future The value ofthe
same works out to Rs.4126.35 lakhs.

6. Depreciation

a. During the year, the Company has changed the rates of Depreciation, in respect of Telecom
& Radio Equipments from 4.75% p.a. to 6.33% p.a. and in respect of OFC & Related assets
from 4.75% p.a. to 5.28% p.a. retrospectively. Due to this a sum of Rs617.89 lakhs has been
charged asdepreciation for earlier years.

b. Some of the OFC & Related assetshave been transferred to Railways during the year with
retrospective effect. As a result, accumulated depreciation amounting to Rs. 724.691akhs
has been written back and shown under depreciation adjustment for e~rIier years.

c. A sumof Rs.435.891akhsrelating to depreciation for earlier years on the assetscapitalised
during the year from back date has been charged to profit & loss account.

7. Contingent Liabilities:

a. Claimsagainstthe Company not acknowledged as debts are Rs. 1515.61 lakh. (Previous
Year Rs. 1413.34 lakh)

b. BankGuarantees issuedon behalfof thecompany Rs.1125.33lakhs(previousyear1109.00
lakhs).

8. IEstimatedamount of contracts remaining to be executed on capital account and not provided for (As
certified by the management)Rs.2122.59 lakh (netof advances)(previousYearRs.6601.41 lakh)

-
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9. Balancesshown under advances, sundrydebtors,creditorsand servicetax are subject to confirmation/
reconciliationandconsequentialadjustments,ifany. '

10. Inthe opinion of the management, the value ofcurrent assets, loans and advances on realisationin the
ordinary course of business, will not be lessthan the value at which these are stated in the Balance
Sheet.

11. (a). Tothe extent information available, there are no SmallScale Industrial Undertakings to whom
company owes an amount, which isoutstandingformore than 30 days (previousyear: NIL).

(b) Thecompany has not receivedany informationfromitssuppliersregardingregistrationunder "The
Micro,Smalland Medium EnterprisesDevelopmentAct2006". Hence the informationrequiredto
be given in accordance with section 22 of the said Act, isnot ascertainable. Hence not disclosed.

12. (a) Provisionfor current tax for the year has been made under Minimum AlternateTax(MAT)as per
provisionof section 115jBof the IncomeTaxAct, 1961.

(b) In accordance with the Guidance Note on Accounting for Credit Available in respect of MAT
under the Income TaxAct, 1961, issued by the Instituteof Chartered Accountants of India, the

, CompanyhasrecognizedthisMATcreditasan assetundertheheadLoansandAdvancesandhas
credited the same to the Profit&Lossaccount under "ProvisionforTaxation".

13., Totalremuneration and benefitspaid to the Directorsduringthe year are as under:-
2006-07

Particulars (Rs.In lakhs)
2005-06

(Rs.Inlakhs)

Remuneration

Other payments

18.71

7.51

26.86

11.47

In addition the part time non-official directors have been paid sitting fee during the year asunder

1. Dr. V.K.Koshy,Director
2. Sh.NarinderSharma,Director
3. Sh.S.Murali, Director

0.25
0.30
0.35

0.15
0.15
0.10

14. Auditor's remuneration includes:-

Particulars

Statutory Audit Fee
Tax Audit Fee
Other Services

Out of Pocket Expenses
Total

0.84
0.22

0.06
0.03
1.15

0.73
0.22
0.02

0.03
1.00

Statutory Audit fee includes NIL (Previous Year Rs.0.17Iakhs) relating to earlier years.
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15. The Income tax department raised demands of tax and interest amounting to Rs.124.81 lakh (previous
year 119.61) and Rs. 161.98 lakh (previous year 152.58 lakh) for assessment years 2002-03 and

2003-04 respectively. The Company deposited Rs.119.61 lakh for AY. 2002-03 under protest and filed

appeals against the assessment orders before the Commissioner of Income Tax (Appeals). During the
year, the appeal for the A Y. 2002-03 has been decided in favour of the company, the department has

filed an appeal with the Income Tax Appellate Tribunal. However the Company is hopeful of similar
appellate decision for the AY. 2003-04. Therefore no provisions the demands have been made in the
accounts.

Further in respect of the above Assessment years penalty proceedings u/s 271 (1) (c) were also initiated

which were kept in abeyance ti II the disposal of the appeals.

16. Department of Telecommunication has levied penalty of Rs.365.55 lakh (Previous year 338.36Iakhs)

on account of interest. The Company haspaid the demand amount under protest. The company is of the
view that the levy is unjustified. On similar issuethe other operators have already gone in appeal with

Telecom Dispute Settlement and Appellate Tribunal (TDSAT). The company has been advised that the

judgement in the matter will apply uniformly. Therefore, no provision has been made for the same.

17. The Company has Deferred Tax asset(net) asat the Balance Sheet date which has not been recognized

as a matter of prudence in terms of Accounting Standard (AS-22) 'Accounting of Taxes on Income'

issued by the Institute of Chartered Accountants of India. The Company has unabsorbed depreciation
and carried forward losses under tax laws and there is no virtual certainty that taxable income will be
available in the near future against which the deferred tax assetscould be realised.

18. Based on the guiding principles given in the Accounting Standards on Segment Reporting (AS-17) the

company is primarily in the business of various Telecom services which have similar r,isksand returns.

The company businessactivity falls within a single geographical and businesssegment (TelecomServices),

and it has no other primary reportable segment.

19. Operating lease as per Accounting Standard 19 - 'LEASES'

Pi.. Generaldescription on leasingarrangement

The Company has been offering Bandwidth, Dark Fibers, Internet services, VPN services and

tower space to its customer as operating lease for fixed period.

B. Future minimum lease rentals receivable under operating lease for each of the following period
as on March 31, 2007 are as under;

Ason
31.03.07

(Rs.Inlakh)

Ason
31.03.06

(Rs.Inlakh)

Not later than one-year

Later than one year and up to five years

Later than five years
Total

2288
2217
3820
8325

2950
1484
3340
7774
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20. EarningPer Share:-Thecalculation of EPSas per the Accounting standard -20 is asfollows:
2006-07 2005-06

(Rs.InLakh) (Rs.InLakh)

21. Additional informationpursuant to Schedule VIof the Companies Act, 1956, isas follows:

a. Valueof importscalculated on OF basis

I. Capitalgoods
ii. Spareparts
Expenditureinforeigncurrency
i. Professionaland consultancyfee
II. Others

605.98

NIL

NIL

NIL

b.
NIL
6.34

52.51
8.79

c. Valueofcomponents, storesand
spare parts consumed
(importedand indigenous)

d. Earninginforeignexchange

NIL NIL

NIL NIL

22. RelatedPartyDisclosureas per AccountingStandard-18.

Listofthe related partywith whom transaction have taken place during the year and nature of relation
ship.

. Nameoftherelatedparties Designation INatureofRelationship

1. Sh. K.K.Bajpeyee
2. Sh. RajivSinha
3. Sh.MaheshMangal
4. Smt.Saroj Rajware
5. Dr.V.K.Koshy
6. Sh. Narinder Sharma
7. Sh. S.Murali

Managing Director
Director (P.O.M.)

Director (N.P.M.)

Director (Finance)

Director (Non Off.)

Director (Non Off.)

Director(Non Off.)

KeyManagement Person

KeyManagement Person
KeyManagement Person

KeyManagement Person

KeyManagement Person

KeyManagement Person
KeyManagement Person

DetaiIof Relatedparty transaction during the year:-
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Net Profit! Loss (-)available for

Equity Shareholders (a)(Rs.) 4085 (-)1027

Weighted Average No. of

Equity share of Rs. 10 each (b) 2587 2344

Basic/ diluted Earning per share
(a)/(b) (Rs.) (+) 1.58 (-)0.44
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Natureoftransaction
2006-07

(Rs.In lakhs)
2005-06

(Rs.Inlakhs)

ManagerialRemuneration 27.12 38.73
(KeyManagementPerson)

23. Pending issuance of notification under Section 441Aof the Companies Act, 1956, no provision has
been made towards cess on the turnover ofthe company. .

24. Loansand advances includes Rs5.68lakhs (previous year Rs.21 lakh) (Maximum outstanding due
duringthe year Rs.6.49lakhs (Previousyear Rs.4.50 Lakhs)due from directors.

25. Loansand advances includes Rs8,285.39 lakhs(previousyear Rs.731.19 Lakhs)due from Railways.

26. Balancesdue to/due from Railwayson variousaccount are subject to reconciIiation/confirmation.

27. Detailof PriorPeriod adjustments (Net)is as given below:-
2006-07 2005-06

(Rs.Lakhs) (Rs.Lakhs)
IEDCReversalof earlier years 318.36 NIL
DoTShareon Revenue 2.66 1.99
0& M Charges 25.16 8.62
Electricity&Power 9.81 3.50
Rent 42.13 NIL
Reversalof Income 106.85 7.31
TravelingExpenses 0.79 11.61
Others 96.98 12.48
Total 522.05 45.51
Less:-

Revenueshare to Rly'sfor earlieryears 96.28 11.67
Total 425.77 33.84

28. Longterm IiabiIitiesare on account of Revenue Share payable to RaiIwayswhich issubject to a moratorium
forfiveyearsfrom the date of original agreement i.e. till 29/07/08.

29. SundryDebtors includes Rs.118.93 lakhs (PreviousYearRs. 53.93 lakhs) due from those customers
fromwhom the company has received Rs.300.911akhsas advance amount forother matters.Thesame
have not been adjusted against one another since the accounting for various circuits are done
independently.

30. TheCompany has been allotted free hold landat Gurgaon by Haryana Urban DevelopmentAuthority.
Thesamehasbeencapitalisedduringtheyear.Thenecessaryconveyancedeedishoweveryettobe
executed.

31. Intheopinionofthemanagement,duringtheyeartherearenoindicationsthatimpairmentofanyasset
has taken place. accordingly, no provisionfor impairmentof assets is required as per AS28.

32. a. Unlessotherwise stated, the figuresare in RupeesLakhs.

b. Previousyear's figureshave been recast/regrouped/rearrangedwherever considered necessaryto
conform to this year's presentation. .
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33. BALANCE SHEET ABSTRACT AND COMPANY'S GENERAL PROFILE

RAILTEL CORPORATI<;>N OF INDIA LIMITED

Registration Code
State Code Registration No.

Balance Sheet Date

II. Capital Raised during the year (Amount in Rs. Thousands)

Public Issue

~
Bonus Issue

~
III. Position of Mobilisation and Deployment of Funds (Amount in Rs. Thousands)

Total Liabilities

Sources of Funds ~
Paid - Up Capital

ITiliIQIiliIill
Secured Loans

ITillIiliIQIili

Application of Funds
Net Fixed Assets

~
(indudes CWIP &Advance for Capital Expenditure)

Net Current Assets

~
Accumulated Losses

~
IV. Performance of Company (Amount in Rs. Thousands)

Turnover includilJgother Incomes=
+ -rn

ProfiULoss Before Tax

ITIiliIQII[iliJ
Earning Per Share in Rs.=

V. Generic Name of Three Princi

Item Code No.

Product Description

ItemCode No.
Product Description

Item Code No.
Product Description

+ -
~

Rent from Tower Space

Sale of Bandwidth

Sale of VPN

"As per Our report of even date attached"

For Goyal & Goyal
Chartered Accountants

SAROJ RAJWARE

pirector (Finance)Place: New Delhi

Date:27th August 2007

MUKESH GOYAL

( Partner)
M.No: 80494

Right Issue

~
Private Placements

~
Total Assets

~
Share Application Money

~
Reserve & Surplus

[I]]]J]I[IJ
Unsecured Loans

~
Investments

CI0IIITTI

Mis~
~

Total Expenditure

WITIillillTI
ProfiULoss after Tax

0illIill[ill]
Dividend Rate%

I NIL

S. C. HANS

Company Secretary

S.K. VASISHTA

Managing Director
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CASH flOW STATEMENT FOR THE YEAR 2006-07 (Amount in Rs. Lakhs)

CURRENT YEAR

(2006-07)
PREVIOUS YEAR

(2005-06)

Cash Flow From Operating Activities

Net Profitt (Loss) Before Tax

Adjusted for:-

Prelimnary expenses charged off
Miscellaneous Expenditure writen off

Depreciation
Amortisation of Right of ways
Provision for Doubtful Debts

Extraordiniary Items considered seprately
Interest received
Interest on Loan

Net cash from operating activities before Extraordiniary Item

and change in working capital (a)
Extraordiniary Item

Depreciation adjustment for earlier years
IEDCReversal of earlier years
Reversal of Income

Revenue share of earlier years
Net cash from operating activities after Extraordiniary Item

before change in working capital (a)
Working Capital changes
(lncrease)/ Decrease in Inventory
(lncrease)/Decrease in other current assets
(Increase) /Decrease in other Loans & Advances
Increase/ ( Decrease) in Current Liabilities

Increase/ ( Decrease) in Long term Liability
(Increase) / Decrease in Gross sundry debtors
Income Tax Paid (FBT)

Net (Increase) /Decrease in Working Capital (b)

Net cash from operating activities (a)+(b)
Cash Flow From Investing Activities
(lncrease)/ Decrease in Gross Block

(Increase) / Decrease in Capital Work in Progress
(lncrease)/ Decrease in Advance to Parties
Interest received

Increase/( Decrease) in Current Liabilities

for capital works '

Net cash from investing activities before Extraordiniary Item

Extraordiniary Item
Adjustment for Capital Reserve
Increase/ ( Decrease) in Long term Liability

Net cash from investing activities

Cash Flow From Financing Activities
Equity Shares issued to Indian Railway

4,108

3,201

27

329

(295)

2,09,8

9,468

(2,692)
(318)
(107)

96

6,447

'0

29

(8,096)

1,866
435

(558)

(23)

(6,347)

15,169
11,652

377
295

(2,271 )

25,222

(34,020)

8,653

5,075

(7,905)

41

(1,001)

40
-

1,999
1,134

-
(4)

(258)

1,921

3,831

(43)
-

(8)
12-

3,792

(50)
67

(944)

2,060
312

(136)
(26)

1,283
100

657

(8,034)
183
258

2,811

(4,125)

(3,780)

(8,798)



RAILTEL CORPORATION OF INDIA LIMITED

Q~
~.~.~!~rEL

u I..k;:~ I~.".

l
Repayment of Loan to IRFC
Loan from State Bank of India

Interest on Loan

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

CASH AND CASH EQUIVALENT AT END OF PERIOD

"As per Our report of even date attached"

For Goyal & Goyal
Chartered Accountants

5,500
(2,098)

Date:27th August 2007
Place: New Delhi

MUKESH GOYAL
( Partner)

M.No: 80494

S. C. HANS
Company Secretary

12,055
3,357

3,668

7,025

SAROj RAjWARE
Director (Finance)

(2,500)
7,200

(1,921)
2,779

(51 )

3,719

3,668

S.K. VASISHTA
Managing Director
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