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RESULTS FOR THE YEAR 2003-04@ 2002-03 2001-02 2000-01 1999-2000 1998-99 1997-98 1996-97 1995-96 1994-95

Total Income 1292 1124 1327 1579 1570 1320 1418 1657 1444 1423
Index 91 79 93 111 110 93 100 116 101 100

Total Expenditure 1593 1017 1256 1397 1375 1152 1210 1437 1258 1312
Index 121 78 96 106 105 88 92 110 96 100

Interest 121 85 66 61 53 58 44 53 47 40
Index 303 213 165 153 133 145 110 133 118 100

Profit before Tax (422) 22 5 121 142 110 164 167 139 71
Index (694) 31 7 170 200 155 231 235 196 100

Taxation – 2 5 14 30 26 34 40 39 20
Index – 10 25 70 150 130 170 200 195 100

Deferred Taxation (108) (4) (8) – – – – – – –
Index 1350 50 100 – – – – – – –

Profit after Tax (314) 24 8 107 112 84 130 127 100 51
Index (716) 47 16 210 220 165 255 249 196 100

Dividend – 7 7 33 32 32 30 28 23 12
Index – 58 58 275 267 267 250 233 192 100

Dividend Tax – 1 – 3 4 3 3 3 – –
Index – 33 – 100 133 100 100 100 – –

Profit/(Loss) (314) 16 1 71 76 49 97 96 77 39
Index (905) 41 3 182 195 126 249 246 197 100

YEAR END POSITION

Fixed Assets :
Gross Block 1034 1012 963 952 845 740 665 678 715 371
Less : Depreciation 447 386 332 290 245 205 170 163 182 163

: Provision for impairment 6 5 5 – – – – – – –

Net Block 581 621 626 662 600 535 495 516 533 208
Index 279 299 301 318 288 257 238 248 256 100

Investments 613 619 517 548 475 487 381 261 190 117
Index 524 529 442 468 406 416 326 223 162 100

Net Current Assets 248 545 529 392 610 531 564 504 425 203
Index 122 268 261 193 300 262 278 248 209 100

Net Deferred Tax Assets/(Liability) 32 (77) (80) – – – – – – –
Index (40) 96 100 – – – – – – –

Share Capital 72 72 72 72 72 72 68 65 59 34
Index 212 212 212 212 212 212 200 191 174 100

Reserves 521 844 835 950 911 857 811 732 646 183
Index 285 461 456 519 498 468 443 400 353 100

Loans 895 813 719 618 743 651 582 495 445 325
Index 275 250 221 190 229 200 179 152 137 100

@ The Current accounting period is for 15 months i.e from April 1, 2003 to June 30, 2004 whereas the previous corresponding periods
are for 12 months. Therefore the figures of the  previous periods are not comparable with that of the current period.

Ten Years’ Summary of Operations
(Rs. Crores)
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DIRECTORS’ REPORT

Your Directors present the Fifty-ninth Annual Report of your Company together with the Audited Statements of Accounts for the period

ended on June 30, 2004.

FINANCIAL RESULTS

(Rs. Crores)

Period ended Year ended

30th June, 2004 31st March, 2003

INCOME & PROFITS/(LOSS)

Sales & Business Income 1,120.81 788.44

Income from Investments 0.21 273.75

Profit/(Loss) before Interest, Depreciation &

Amortisation (66.72) 211.35

Interest 101.66 66.53

Depreciation & Amortisation 68.34 58.05

Loss on Sale/Provision for Diminution on Investments,

Loans to telecom & other businesses 185.02 64.51

Profit/(Loss) before Tax (421.74) 22.26

Profit/(Loss) after Tax (313.54) 24.04

DIVIDENDS

Provision for Dividend – 7.22

Dividend Tax – 0.93

SHAREHOLDERS’ FUNDS

Share Capital 72.23 72.23

Reserves & Surplus 521.05 843.68

TOTAL 593.28 915.91

DIVIDEND

Due to extraordinary losses incurred by the Company during the period, the Board of Directors have decided not to
declare any dividend for the period ended  30th June, 2004.
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MANAGEMENT DISCUSSION AND ANALYSIS

1. AGRI MACHINERY BUSINESS

a) Industry Structure and Developments

After three years of decline, Tractor Industry grew by 11.5% in 2003-04 to a level of 1.92 lac tractors. The Indian Tractor industry
had been growing at an average compounded annual growth rate of 8% over the last three decades (1970-71 to 1999-2000)
and attained a peak of 2.70 lac tractors in 1999-2000. Since then, however, the industry declined to a level of 1.72 lac tractors
in the year 2002-03, a decline of 33.3% over three years. The key factor that adversely influenced tractor demand was “below
normal” monsoons for three years in a row, the 2002 south-west monsoon failure being particularly severe resulting in one of
the four worst droughts of the country.

The growth of the industry over the last three decades resulted in entry of several new entrants including all the major
multinational Companies. The industry now consists of 14 manufacturers with an aggregate installed capacity of approximately
4.50 lac tractors. The additional capacity created and the decline in Industry volumes over the last three years due to poor
monsoon resulted in a below 50% capacity utilization and severe cut-throat competition.

The industry is segmented by Horse Power (HP) of which 30-40 HP segment is the most popular, due to small and fragmented
land holdings. Geographically, Northern India (Punjab, Haryana, Uttar Pradesh and Rajasthan) accounts for about 50% of total
tractor sales. Our Company enjoy’s a greater market share in this geographical segment.

b) Performance

Despite the steep decline in the industry, Escorts consciously decided to aggressively reduce channel inventory further by
approximately 3,500 units in 2003-04 on top of approximately 8,500 units reduced in the previous year. This no doubt impacted
our revenue and profits adversely but has enabled the Company to optimize its working capital and put us on a strong
foundation for the future.

During the period April 03 – June 04, Escorts wholesaled 33,663 tractors including export of 2,850 tractors.

c) Initiatives

Re-engineering: With a view to improving efficiencies and reducing costs, after re-engineering the manufacturing plants and
bringing them to international standards of quality, the Company followed it up by implementing the new ERP “Oracle 11-i”
software, under the aegis of Project PRAGATI, which extended “Re-engineering” into the indirect areas. The implementation of
the Oracle e-Business Suite is expected to bring about further improvements in productivity, manpower rationalization,
improvement in the processes and further reduction in costs.

Product Development: In a state-of-the-art R&D Centre, the Company has maintained its focus on improvement of processes
as well as product development. The Company is one of the leading tractor manufacturers of the country and produces
tractors in the 27-75 HP range. Its tractors are marketed under three brand names, viz. Escort, Powertrac and Farmtrac.
Escort brand of tractors are symbolic of reliability and trust and enjoy the confidence of the farming community for the last 40
years. These are economy range tractors available in different models ranging from 27-35 HP. Powertrac brand of tractors are
one of the most fuel-efficient tractors in their respective categories that offer excellent value for money and have helped the
farmers improve their quality of life. Different models in this category are available from 20 - 55 HP. Farmtrac brand are one of
the most powerful premium range of tractors that give maximum productivity to the farmers. Models in this category are
available in range of 35 - 75 HP. Spanning these three brands, the Company has a full range of tractors to cater to the domestic
as well as overseas markets. Several new models like Farmtrac 35 Champion, Farmtrac 30 Hero and Escort 335 Josh are
establishing themselves in the marketplace. Escort Jawan MPT, the first multipurpose tractor positioned by the Company in the
haulage and agricultural segment in the smaller HP range has evoked tremendous response in the marketplace.

Our continued focus on product development has resulted in the widest range of tractors in the market catering to the needs
of diverse segments of customers and applications. Today our world-class manufacturing plants roll out quality products and
our recent TS 16949 certification of Quality Management Systems is a vindication of our customer-oriented processes for
development of quality.

Marketing: Several new initiatives have been adopted by the Company to increase market share. One of the biggest
Marketing strengths is our widest Dealer Network in the country with more than 450 dealers, 2000 sales outlets, 30 area offices
and field force of 150 strong. A unique marketing initiative was taken to promote “Brands”. For the first time in the Industry, Film
celebrities were selected as Brand Ambassadors, after thorough market research findings indicated that they stood for the
same values as our respective brands represented by them. Massive multi-media campaigns were launched which has
resulted in tremendous increase in Brand recall as established by market research.

d) Industry Outlook

Compound growth rate of Tractor Industry has been 8% over the last three decades. Increasing recognisation in last few years
to the agricultural sector will spur growth of agri sector, which will give impetus for the continued growth of tractors volumes.

McKINSEY has forecasted tractor population requirement of 75 lacs over the next 18 years vs. current tractor population of 26
lacs. Accordingly apart from replacement demand on current tractor population, which has a life of 12-15 years, an additional
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annual demand of 2.5 lacs tractors is expected in the domestic industry. Also export demand has been rising in the recent
years.

We therefore believe that the current situation is purely transitory and the Company is fully geared to meet these challenges
through continuous investment in product development as well as focused and aggressive marketing initiatives.

2. AUTO SUSPENSION PRODUCTS BUSINESS

Prices continued to fall for the fourth year, both in the OEM and After Market segments. Moreover, the industry was forced to absorb
a steep increase in price of steel & fuel, which constitute over 70% of input cost. To compound the problem, sales dropped by about
20% mostly due to fall in motorcycle sales of two major OEM Customers.

Consequently, the Division posted a loss, as against good profit in the previous year.

The business environment continues to be very difficult, but aggressive market development programmes have started giving good
results in the form of higher market share, new customers and exports orders.

Leveraging on the strength of its sales team and distribution network in the After Market, the Division has entered the business of
sourcing and marketing a range of auto components. This initiative should further improve the profitability of the Division.

3. RAILWAY EQUIPMENT BUSINESS

The Division posted yet another record performance with Profit before tax increasing by over 15%.

Notwithstanding further entry of two more players and major drop in brake block prices, the Division has taken strong countermeasures
for market share enhancement, cost reduction and new product development in order to maintain its current profitability.

4. FINANCIAL PERFORMANCE

The Company has suffered operational losses mainly on account of the poor monsoons, which has resulted in a downturn for the
entire tractor industry. However, the net sales of the Company for the period ended 30th June, 2004 have increased to Rs.1098.07
crores against Rs.767.92 crores in the previous year. The Company had a net operational loss of Rs. 236.72 crores, which
coupled with telecom losses of Rs. 185.02 crores resulted in the Company having to pass through trying times. During the
previous year the Company had an operational loss of Rs.186.98 crores but the loss was compensated by net income from
investments of Rs.209.24 crores.

Consequentially, the Company has suffered a Loss before tax of Rs. 421.74 crores for the period ended 30th June, 2004 as
compared to Profit before tax of Rs. 22.26 crores during the previous year. However, the Company has taken the benefit of Deferred
Tax Asset of Rs. 108.20 crores resulting into a Loss after tax of Rs.313.54 crores (previous year Rs.24.04 crores of profit after tax).

5. HUMAN RESOURCES/INDUSTRIAL RELATIONS

The Industrial relations with the workers and staff of the Company have remained cordial and peaceful during the period under
review. The Workers Union and workmen have exhibited maturity and understanding of the current financial position of the Company
and have agreed not to press for their charter of demands, till the financial situation of the Company improves.

6. RISKS & CONCERNS

The major risks associated with this industry are inadequacy of monsoons since more than 70% of the sowing land is dependent on
rainfall, non-availability of credit (almost 90% of the tractors sales are funded by credit) and the policies of the Government with
regard to agriculture sector. However, given the increasing recognition and the contribution of the agriculture sector to the growth of
Indian economy and the mere fact that the agriculture sector employs over 60% of the country’s population and accounts for almost
a quarter of the GDP, a high growth in the agriculture sector is imperative to sustain growth of the Indian economy. Given all this, we
do not foresee any problems both with regard to credit availability and procurement policies of the Government in the near future.

7. OPPORTUNITIES AND THREATS

The growing domestic demand for food grains and agri products promises a very good future for Company’s core business. With
exemption of excise duty on tractors and growing importance of agriculture sector in the growth of Indian economy we believe that
India can be a major exporter of Agri products and increased demand both domestic and exports will call for increased yields. Tractor
population today is concentrated in 10% of villages and even today 70% of our villages do not have a tractor. CRISIL INFA has
estimated an annual demand of 2.7 lacs – 2.85 lacs of tractors by 2006-07 vs. 1.92 lacs in 2003-04. All this shows great potential for
the growth in this industry.

8. DIVESTMENTS

In order to utilize its economic and managerial resources towards its core business, the Company took the initiative to liquidate the
following investment during the period ended 30th June, 2004.

Venture Type of Investment Shareholding (%) Value Realized

Escotel Mobile Equity Shares 51 Rs.205.00 crores
Communications Limited and Bond of Rs. 175.74 crores

payable in year 2014 or earlier
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ESCOTEL MOBILE COMMUNICATIONS LIMITED

Escotel Mobile Communications Limited (Escotel), which provides cellular telephony services in the circles of UP (West), Haryana
and Kerala, maintained a steady growth in its subscriber base and grew from 586,700 to 989,084 customers during the year under
review, thereby recording an increase of 69% over the last year. This growth was achieved inspite of intense competition, which has
resulted in massive drop in airtime charges across the board.

Your Company had entered into an agreement in January 2004 with Idea Cellular Limited to divest its share in Escotel.

The sale consideration to the existing promoters has been completely received after obtaining the requisite approvals of lenders and
statutory authorities.

SUBSIDIARIES :

ESCORTS TELECOMMUNICATIONS LIMITED

Escorts Telecommunications Limited (ETL) was awarded licenses to operate in the telecom circles of Punjab, UP(East), Rajasthan and
Himachal Pradesh. ETL did not undertake any commercial activity during the year.

Further, your Company had entered into an agreement with Idea Cellular Limited to divest its share in ETL  in January 2004. Requisite DOT
approvals for the sale are yet to be received, after obtaining which the transfer of shares will happen. Actual transfer of shares is expected
to be completed shortly.

ESCORTS CONSTRUCTION EQUIPMENT LIMITED

Escorts Construction Equipment Limited (ECEL) has reported a turn-around in 2003-04. ECEL achieved a top line growth of over 25% in
Financial Year (FY) 2003-04 over last FY 2002-03. ECEL has reported profit at net level as well as a cash surplus of approx. Rs. 300 lacs
in the FY 2003-04.

Material handling equipment market continues to grow at a healthy pace. However, road construction equipment segment has shown
negative growth largely due to delay in award of tenders/contracts for road building by National Highway Authority of India (NHAI) and other
agencies impacting the off-take of road construction equipment. Industry is, however, very hopeful that demand for road construction
equipment will pick up in medium to long term due to continued thrust by the Government of India in this regard. ECEL had to shoulder
substantial part of price increases made by steel producing companies in 2003-04 since the entire burden could not be passed on to the
customers. But for these factors the performance of ECEL would have been much better in FY 2003-04.

ECEL launched a 12T Vibratory Soil Compactor in technical collaboration with Hamm AG, Germany to further strengthen its road
compaction range. The range of cranes was further strengthened with improved Recovery Cranes through technical upgradation to suit
customer needs. Front End Loader was technically upgraded. ECEL is in the process of widening its scope with products for upstream
preparation of Road Construction and Laying Equipment. The initiatives taken by ECEL towards enlargement of its product portfolio will
further improve its performance in the coming years.

ESCORTS HEART INSTITUTE AND RESEARCH CENTRE LIMITED

a) OPERATIONS

Escorts Heart Institute And Research Centre Limited (EHIRC) continues to maintain its position as one of the leading Cardiac Care
Super Speciality Centres in the Country, with experienced team of consultant Doctors. During the year, there was an increase in the
number of new patients registered, as compared to the previous year, as well as in the procedures performed namely, Cardiac
Surgeries, Angioplasties and Angiographies.

b) RESEARCH & NEW TECHNIQUES

Research continues to be hallmark of EHIRC. Our research publications last year, had major focus in the field of minimally invasive
cardiac surgery i.e. port access approach for repair of holes in the heart and valve repair and replacement, beating heart surgery
with special emphasis on reducing risk and pain. The beating heart coronary bypass is now a well entrenched treatment modality
offering several advantages over conventional bypass surgery. Last year has seen further studies to establish its advantages in
specific conditions like treatment of mitral valve insufficiency using Myocor, coronary endarterectomy and Robotics assisted
bypass surgery. The Department of Anesthesiology and Critical Care has conducted studies to evaluate hypercoagulability in Off
Pump Coronary Artery Bypass, feasibility of awake CABG (bypass surgery) under regional blocks when general anesthesia carries
a very high risk, use of nitric oxide in cardiac surgery patients and prevention of atrial fibrillation with amiodarone. Department of
cardiology conducted international studies to evaluate patency of stent with MRI, genetics of Cardiovascular disease in India,
“PROGRESS” for severe sepsis in ICU patients, Lycopene levels and its effect on Type 2 Diabetes Mellitus. Other studies included
non-invasive diagnostic stratification of coronary arteries, MRI for visualizing coronary artery disease, calcium scoring, pulmonary
angiography in thromboembolic disease and other fields of cardiology.

The year 2003-04 has witnessed achievements and growth for EHIRC especially in the field of Cardiac Care, since the following new
techniques were implemented:-

a) CT Angiography – is a much less invasive and more patient-friendly procedure, which uses X-Rays to visualize blood flow in
arterial vessels throughout the body.
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b) Robotic Mitral Valve Repair– first surgery has been carried out on 22nd February, 2004.

c) Carotid Intima Media Thickness (IMT) – is a non-invasive marker of atherosclerosis that has been shown to correlate well with
extent of Coronary Artery Diseases (CAD) and future risk of Cardiovascular events.

d) Pulse Wave Velocities (PWV) and Ankle Branchial Index (ABI) is a marker for atherosclerosis and for early detection of
Coronary Artery Disease.

EHIRC is also installing latest state-of-the-art medical equipment for providing less-invasive and patient friendly treatment in
various procedures.

c) HOSPITAL EXPANSION AND OTHER FACILITIES

EHIRC is setting up a Multi-Speciality hospital in Jaipur, for providing healthcare facilities in the fields of : Cardiology, Nephrology,
Urology, Gastro-enterology, Orthopedics including Joint Replacement, Laparoscopic Surgery, etc. to the people of Rajasthan &
nearby States. This hospital is expected to commence operations by March ’05 and shall have its in-house diagnostic services like
Imaging with CT & MR, Nuclear Medicine, etc. and support services like Blood Bank, Bio-Chemistry, Hematology, etc. Cardiac
Surgery and interventional cardiology units are already functional in Raipur (Chattisgarh). EHIRC also operates satellite centers as
tie-ups with various hospitals at different locations including at Gurgaon, Noida, Jodhpur, Vadodara and Nagpur providing cardiac
care services to the people of respective areas at their doorstep.

Within a year of commencement of its operations, Escorts Heart and Super Speciality Institute Ltd., a subsidiary Company running
hospital at Amritsar, has established its reputation as a premier hospital in Punjab.

Escorts Heart Centre Ltd., another subsidiary of EHIRC running Cardiac Care Centre at Kanpur also improved upon its previous
year’s performance by treating more than 6000 patients during the year, and performing various procedures namely, Angiographies,
Angioplasties/ Stenting, Surgeries and Permanent Pacemaker implantations.

During the year under review, EHIRC acquired 100% paid-up Equity Capital of Escorts Hospital and Research Centre Limited
(EHRCL) running a multi-speciality hospital in Faridabad (Haryana) and consequently, EHRCL became a subsidiary Company of
EHIRC. This hospital at Faridabad is providing medical care of international standard with state-of-the-art equipment and has
diversified in the areas of cardiology and cardiac surgery, video assisted thoracoscopy and mediastinoscopy, gastroenterology,
advanced laparoscopic procedures of abdomen, gynecology, advanced endoscopic work including diagnostic and therapeutic
ERCP, stenting, PEG etc.

d) SOCIAL INITIATIVES

EHIRC, as part of its social initiatives, continues to carry out its Community Outreach Program for providing Healthcare/Cardiac care
to people living in remote villages and towns of the Country. This program aims to provide the Community with the knowledge about
the prevention and control of the risk factors of heart disease. Various facilities like Clinical examination, ECG, X-ray, etc. are
provided free of cost to the patients, giving awareness talks to the public and Continuing Medical Education (CME) programs for local
physicians. Children are being screened in villages for rheumatic and congenital heart diseases, so that preventive strategies can
commence early during the course of disease.

ESCOSOFT TECHNOLOGIES LIMITED

Escosoft Technologies Limited (Escosoft) has completed its fourth full year of operations.  Escosoft has consolidated its businesses in the
areas of Infrastructure Management Services covering Facilities Management, BPO and Enterprise Management Solutions.

IFS SOLUTIONS INDIA PVT. LIMITED

IFS Solutions India Pvt. Limited (IFS India) started its operations in the beginning of the year 2003. The prime impetus of IFS India was in
providing Enterprise Resource Planning (ERP) software solutions, across various industrial verticals. IFS India successfully executed
large orders that it received from the domestic market. IFS India has been able to make good progress by procuring repeat orders from
existing customers within India and abroad. However, at the same time there was a slow down in the overseas consultancy projects in
Nigeria and Africa. This affected the achievement of overall targeted revenue numbers. IFS India is expecting to close large orders in the
PSU and Defence Sector.  IFS India has developed expertise in the ERP domain through more than 10 Corporate Customer reference
sites. IFS India  has a dedicated and motivated marketing and implementation staff. The existing domestic customers are satisfied with the
ERP implemented and they continue to give further repeat orders in the form of additional user licenses and AMCs. Very recently, IFS India
has procured a very large order from Hindustan Aeronautics Limited for providing the ERP software and its implementation across all its
locations in India. IFS India expects to enhance its overseas implementation base through projects outsourced by worldwide IFS offices.
IFS India continues to strengthen its alliance and relationship with IFS, Global.

CELLNEXT SOLUTIONS LIMITED

Cellnext Solutions Limited (Cellnext), an ISO 9001:2000 certified company is a Wireless Telecom Software Company. Cellnext, a product-
focused company has an existing product portfolio of multi-component Messaging Engines, Telco Content Aggregation Platforms and
Enterprise Application Integrators. The company also provides the value added services in the wireless domain to Telecom Companies in
India.

Cellnext’s core competence revolves around GSM data technologies like SMS, WAP, SS7, GPRS, 3G, MMS and also IVR. Cellnext also
provides application design, development and integration services to both Enterprises and Wireless Telecom Operators. It also has a
strong foothold in the Wireless ASP domain for both Enterprises and Operators.
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ESCORTS ASSET MANAGEMENT LIMITED

Escorts Asset Management Limited is the investment manager to Escorts Mutual Fund and is managing seven schemes covering a broad
spectrum of both equity and debt segment. The schemes have provided excellent returns to the unit holders during the year. Consequently
Escorts Mutual Fund in the year 2003-2004 has recorded an impressive AUM growth of more than 75%.

ESCORTS SECURITIES LIMITED

Escorts Securities Limited is a SEBI registered intermediary in the capital and debt markets as a member of National Stock Exchange of
India Limited in the capital market as well as Futures and Options segments. Besides being Category I Merchant Banker it is also a
Depository Participant with National Securities Depository Limited. With stock market buoyancy, there has been significant growth of the
top line in this financial year. In order to further extend its network, Escorts Securities Limited is now planning to open many new branches
in the next year.

CONSOLIDATED FINANCIAL STATEMENTS

In compliance of clause 32 and clause 50 of the Listing Agreement with Stock Exchanges, the Company has prepared Consolidated
Financial Statements as per the Accounting Standards applicable to the Consolidated Financial Statements issued by Institute of Chartered
Accountants of India. The Audited Consolidated Financial Statements along with the Auditor’s Report have been annexed with this Report.

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION, FOREIGN EXCHANGE EARNINGS AND OUTGO

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 is given in Annexure – A and forms an integral part of this Report.

DIRECTORS

Mr. N. R. Krishnan, a Nominee Director of UTI,  resigned from the Board during the year. The Board places on record their appreciation
of the valuable advice and counsel rendered by Mr. Krishnan during his tenure as Director.

Mr. D. K. Mehrotra,  a Nominee Director of LIC, was co-opted on the Board on 19th December, 2003 as Additional Director. In terms of
the provisions of Companies Act, 1956, he holds office upto the ensuing Annual General Meeting. A notice under Section 257 of the
Companies Act, 1956  proposing his candidature as Director of your Company, has been received.

Mr. Anil Nanda, Dr. P. S. Pritam, and Mr. Jai S. Pathak retire by rotation at the ensuing Annual General Meeting and they offer themselves
for re-appointment as Directors.

INVESTOR SERVICES

Your Company has set new standards in investor services and continues its quest for improvement. Some of the important initiatives taken
by the Company are as follows:

(i) Investor Relation Centres at New Delhi and Mumbai, which provide effective personal interaction between investors and the
Company officials.

(ii) Investor friendly Website of the Company (www.escortsgroup.com) which gives most of the details and data frequently used by
investors.

(iii) Dividend payment through Electronic Clearing System (ECS).

CORPORATE GOVERNANCE

Pursuant to clause 49 of the Listing Agreement with Stock Exchanges, a Report on Corporate Governance is enclosed as
Annexure B.

A certificate from Auditors confirming compliance of conditions of Corporate Governance is enclosed as Annexure C.

DIRECTORS RESPONSIBILITY STATEMENT

Directors Responsibility Statement under Section 217(2AA) of the Companies Act, 1956, forming a part of this Report is given as Annexure
D.

AUDITORS

M/s S.N. Dhawan & Company, Chartered Accountants, retire as auditors of the Company at the conclusion of the forthcoming Annual
General Meeting, and being eligible, offer themselves for reappointment. They have furnished a certificate to the effect that their reappointment,
if made, will be in accordance with Section 224(1B) of the Companies Act, 1956.

PUBLIC DEPOSITS

2916 deposits aggregating to Rs.4.67 crores matured but were not claimed as on 30th June, 2004. Subsequently out of the above, 1849
deposits of Rs.3.06 crores either have been repaid or renewed till 31st January, 2005. The Company is in the process of filing an
application for exemption from applicability of some of the provisions of Section 58A of the Companies Act, 1956.
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PERSONNEL

Statutory statement of particulars of employees pursuant to Section 217 (2A) of the Companies Act, 1956 is given as Annexure E and
forms an integral part of this Report.

EXTENSION OF FINANCIAL YEAR

The Company has extended its financial year by three months so as to end on 30th June, 2004. Hence, this financial year of the Company
is for 15 months (i.e. 1st April 2003 to 30th June, 2004), instead of 12 months.

ACKNOWLEDGEMENT

The Directors wish to thank the customers, dealers, bankers, financial institutions, the Central and State Governments for their continued
support. They also take this opportunity to record their appreciation of the contribution made by all the employees to the operations of the
Company during the period.

RAJAN NANDA
Date : February 17, 2005 Chairman & Managing Director

Annexure – A to the Directors’ Report

I) CONSERVATION OF ENERGY

1. Energy Conservation Measures taken

� Energy audit team to promote Energy Conservation initiatives in various Production Units.

� Achieved load power factor of 0.99 (in 2003-04)  from 0.95  three years back by continuous  monitoring and improvements.

� Measurement and monitoring usage of compressed air in various plant activities for compressed air conservation.

� Awareness drive for Energy Conservation has been stepped up with :

� Training sessions of shop floor workmen.

� Web-site on Intranet for Energy Conservation awareness.

� Display of Energy Conservation appeals on shopfloors & offices.

� Screen Savers installed on PCs for Energy Conservation.

� Supply of compressed air at low pressure for maintenance requirements in night shifts and off days.

� Modification in circuit for auto switch off of compressor when requirement goes down.

� Provided controls in compressed air network for feeding localized requirements of compressed air.

� Low intensity lighting for vigilance purpose during night shifts and off days.

� Usage of Treated effluent water for horticulture requirements.

� Monitoring of Energy Consumption by each Production Unit to ensure efficient use of energy, which has resulted in
avoiding losses.

� Utilization of Solar Water heating system for hot water requirements in Canteens.

� Usage of low cost Grid Power Supply instead of high cost diesel generation to the extent possible.

� Pressure testing of diesel line network to ensure zero leakage.

2. Additional Investment & Proposals

� Modern Diesel Generator Set with electronic injectors is planned to be installed which would generate power at 10% lower
cost to meet captive power requirements of CED based New Paint Line and other areas.

� Automatic power factor control systems for further improvement of power factor.

� Diesel consumption metering system for D.G. Sets to improve the efficiency of D.G. Set.

� Increase usage of high lux low wattage tube lights in offices.

� Use of high frequency electronics ballast for tube lights in place of conventional ballast.

� Overhead Compressed Air Line network for Plant 2 from new Compressors for effective utilization of both compressor
sources to run the Plant.

3. Impact of the above measures on Energy Conservation and Cost of Production

� Reduced energy cost per tractor.

� Obtained rebate of 4.5% in energy bills for maintaining high power factor.

� Reduction in fuel cost of captive power generation by over 8% in last three years.

� Reduction in transmission losses.

� Savings in water consumption by 20% over past three years.

4. Total Energy Consumption and Energy Consumption Per Unit

� Not Applicable
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II) TECHNOLOGY ABSORPTION

1. RESEARCH & DEVELOPMENT

(a) Specific areas in which R&D was carried out by the Company in 2003-04

� Following new tractor models introduced :

� Sunny Special FT 60 DX premium model with better ergonomics and additional features introduced for upper
strata farmers.

� Multipurpose special MPT Jawan tractor introduced for field as well as haulage work.

� New Powertrac models PT 445 / 455 developed with superior performance in hard soils and suitable for wet
cultivation.

� Lower horsepower models FT 35 with manual and power steering variants introduced in export markets.

� Higher horsepower tractors FT 70 / 80 modified and made cost-effective for non-USA export markets.

� Rationalisation of gearboxes for Escort and Powertrac (PT) models done – commonisation of components increased
from a level of 30% to 90% between different types of gearboxes.

� New features of higher speed, user-friendly gearshift pattern, ground PTO etc. provided.

� Genset Engines developed for 15, 20, 25 & 30 KVA Gensets meeting CPCB emission norms.

� Performance evaluation of Ethanol Diesel Blend in tractors was completed jointly by Escorts R&D & Indian Oil
Corporation R&D.

� Engines upgraded / optimised to meet Bharat Trem-II emission norms for domestic application; and corresponding
norms for Europe and USA.

� Engines are being continually upgraded and optimized for Power, fuel efficiency, oil consumption and torque back
up for domestic and overseas markets, to meet growing demand for internationally competitive engines.

� Specific engine technologies relating to fuel efficiency have been developed and patent application filed.

(b) Benefits derived as a result of the above R&D

� Sunny Special model is more comfortable for extended use, and has better fuel economy.

� With MPT Jawan introduction, customers now are offered a single tractor catering to the varied needs of field usage
and haulage. This makes the Company very strong in the lower horsepower tractor segment.

� Hard soil operation and wet cultivation operations are benefited by introduction of PT 445 / 455 models. These are
also well suited for harvester combine and heavy haulage applications.

� Foreign customers in different segments now have a wider choice of export models in the range 30 to 75 HP all
having better features.

� Export volumes are expected to benefit from opening up of new regions with the cost-effective varieties.

� Rationalised gearbox results in a major commonisation of parts leading to reduced inventory levels – both in plant
and at dealers’ end, reduced complexity and better quality of parts.

� Genset engines for 15 KVA, 20 KVA and 30 KVA Gensets were introduced meeting CPCB Emission norms.

� Reduced the emission levels in engine exhaust gases, contributing to cleaner environment.

� Foundation has been laid for high efficiency diesel engines on the basis of our patented technology.

(c) Future Plan of Action

� Design and development of tractors in line with specific customer requirements.

� Development and introduction of a New Transmission Series for export market with advanced features.

� Rationalization and standardisation of components.

� Development of products particularly suited to more diversified export markets in the USA, Europe and other
countries.

� Upgradation/Optimization of engines to meet Bharat Trem - III emission norms.

� Development of engines for higher KVA genset application.

� Developing the software based in-house design system ensuring correctness of design and reduction in lead time
for product development.

� Technology Plan for the next three years has been finalised to meet domestic and global requirements.
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(d) Expenditure on R & D
(Rs. Crores)

2003-04 2002-03

a) Capital Expenditure 0.55 2.40

b) Recurring Expenditure 15.34 14.25

Total 15.89 16.65

c) Total R & D Expenditure as a percentage of

- Gross Sales 1.27% 1.91%

- Net Sales 1.45% 2.17%

2. TECHNOLOGY ABSORPTION, ADAPTATION & INNOVATION

Efforts made towards technology absorption, adaptation and innovation

� Interaction with apex national and international technical institutes and research and consulting organization.

� Project based joint technical tie-up with technology leaders.

Benefits derived as a result of the above efforts

� Latest appropriate technology available leading to product improvement and reduced time.

� Improved product features and reliability.

� Product development for niche, extended non-agricultural application.

� Imported technology absorbed.

3. PROPOSED & ACTUAL INVESTMENT FOR ENVIRONMENT PROTECTION

� Dust free environment provided for all assembly lines.

� Planned dust free air plant with spot cooling for New Paint Shop.

� Paint Shop setup provided with CED process, which is water based and environment friendly.

� Rain Water Harvesting done in segments in each of the plants has been effective. Planned in more areas in phases.

� Planned Noise Proofing of DG Sets rooms.

� Development of Green belt in & around the Plants.

� Effluent Treatment Plants in operation in all the Plants are well maintained.

� Active member of Haryana Environment Mgmt. Society for development of site for disposal of hazardous waste.

III) FOREIGN EXCHANGE EARNINGS AND OUTGO

� Activities relating to exports etc.

Company has taken various initiatives to increase exports of its products. With the growing acceptance of Farmtrac tractors
in US and Europe, Company is poised to increase export sale volumes from around 2500 tractor in 2004 to around 6000
tractors in 2005. Management is committed to achieve European Homologation for all export models.

� Total Foreign exchange used and earned

(Rs. Crores)

2003-04 2002-03

a) Foreign Exchange used:

Imports (including capital goods) 51.95 91.03

Dividends remitted 0.02 0.02

Others 8.14 4.39

Total 60.11 95.44

b) Foreign Exchange earned 117.99 121.34
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Annexure - B to the Directors’ Report

REPORT ON CORPORATE GOVERNANCE

I. Company’s Philosophy on Corporate Governance

The philosophy of the Company on the Corporate Governance has been established in no uncertain terms for the last more than five

decades. The Company practices strict Corporate Governance at all levels and on all matters without any exception. The Company

is of the firm view that without proper discipline, no growth is possible. All the good companies worldwide have practiced Corporate

Governance to the core and have never looked back. The values of the Company are uncompromising and through strict adherence

to the Corporate Governance, the Board of Directors of the Company wishes to give a high return to its stakeholders while

maintaining its dignity and honour. The Board of Directors of the Company comprise of eminent professionals who do not compromise

on quality ever.

The Company has set up high standards in servicing its small shareholders by setting up Investors’ Services Centres in Delhi and

Mumbai, which are providing effective and personal attention to all its shareholders. The Board of Directors reaffirms their commitment

to give best possible services to its investors and maintain very high degree of Corporate Governance.

II. Board of Directors

The Board of Directors of the Company comprises of eminent personalities, who have made a mark in their respective fields. Majority

of the Directors are independent and non-executive. The following table summarizes the status of each Director, meetings attended

and other relevant particulars:

Sr. Name Designation Category No. of Board Whether No. of No. of Committee
No. Meetings  attended Directorships Memberships/

attended during  the last  in Public (Chairmanships)
15 months,  AGM Companies *  in

period ended Companies**
30th June, 2004

CURRENT DIRECTORS

1. Mr. Rajan Nanda Chairman & Executive & 7 Yes 11 3(1)
Managing Director non-independent

(Promoter)

2. ***Mr. Anil Nanda Vice Chairman Non-executive & 2 No 12 1(1)
non-independent
(Promoter)

3. Mr. Nikhil Nanda Executive Director Executive & 6 Yes 15 8(4)
non-independent
(Promoter)

4. Dr. P. S. Pritam Director Non-executive & independent 7 Yes 1 2

5. Dr. M. G. K. Menon Director Non-executive & independent 5 Yes 3 3(2)

6. Dr. S. A. Dave Director Non-executive & independent 4 No 8 9(1)

7. Dr. Fredie A. Mehta Director Non-executive & independent 3 No 6 9(4)

8. Mr. Y. H. Malegam Director Non-executive & independent 4 No 12 9(4)

9. Mr. Nimesh Kampani Director Non-executive & independent 4 No 10 10(3)

10. Mr. Jai S. Pathak Director Non-executive & independent 6 No 3 6(1)

11. ****Mr. D. K. Mehrotra Director Non-executive & 1 N.A. 2 NIL
independent  (representing LIC
as equity investor)

ERSTWHILE DIRECTOR

12. *****Mr. N. R. Krishnan Director Non-executive & 4 Yes – –
independent (representing UTI
as equity investor)

* Including Escorts Ltd.

** for this purpose only Audit Committees, Remuneration Committees and Investors’ Grievance Committees are considered (including in Escorts Ltd.)

*** Mr. Anil Nanda resigned as Managing Director w.e.f. 29th January, 2004.

**** Appointed as Additional Director w.e.f 19th December, 2003.

***** Resigned as Director w.e.f. 1st December, 2004
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During the 15 months period ended 30th June, 2004, the Board Meetings were held on:

27th June, 2003, (earlier slated for 26th June, 2003 and adjourned)

29th July, 2003,

28th November, 2003,

19th December, 2003,

12th January, 2004,

15th January, 2004, and

12th May, 2004.

III. Audit Committee

� Constitution

1. Dr. M.G.K. Menon – Chairman

2. Dr. S. A. Dave

3. Dr. P. S. Pritam

The Committee is chaired by Dr. M.G.K. Menon who is an internationally reputed Scientist and has been awarded Padma

Vibhushan. He is ex-Minister for Science and Technology, Government of India.

� Terms of Reference

The charter of the Committee is as prescribed under Clause 49 of the listing agreement viz.:

1. Oversight of Company’s financial reporting process and disclosure of its financial information to ensure that the financial

statements are correct, sufficient and credible.

2. Recommending the appointment and removal of external auditors, fixation of audit fee and also approval for payment of

any other services.

3. Reviewing with the management the annual financial statements before submission to the Board focusing primarily on:

i) Any changes in accounting policies and practices.

ii) Major accounting entries based on exercise of judgement by management.

iii) Qualifications in draft Audit Report.

iv) Significant adjustments arising out of audit.

v) The ‘going concern’ assumption.

vi) Compliance with accounting standards.

vii) Compliance with stock exchange and legal requirements concerning financial statements.

viii) Any related party transactions i.e. transactions of the Company of material nature, with promoters or the management,

their subsidiaries or relatives etc. that may have potential conflict with the interest of the Company at large.

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

5. Reviewing the adequacy of internal audit function including the structure of internal audit department, staffing and seniority

of the official heading the department, reporting structure coverage and frequency of internal audits.

6. Discussing with internal auditors any significant findings and follow up thereon.



ESCORTS LIMITED

16

7. Reviewing the findings of any internal investigations by the internal auditors into matters where there is suspected fraud

or irregularity or a failure of internal control systems of a material nature and reporting the matter to the Board.

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

9. Reviewing the Company’s financial and risk management policies.

10. Looking into the reasons for substantial defaults in the payment to the depositors, debentureholders, shareholders
(in case of non-payment of declared dividends) and creditors.

� Meetings & Attendance

During the 15 months period ended 30th June, 2004, the Committee met on 6 occasions. The following table summarizes the
date of each meeting and meetings attended by the members:

Date of Meeting 27.06.2003 29.07.2003 31.08.2003 29.10.2003 31.01.2004 30.06.2004

Dr. M.G.K. Menon Attended Attended Attended Attended Attended Not Attended

Dr. S. A. Dave Attended Not Attended Attended Attended Attended Attended

Dr. P. S. Pritam Attended Attended Attended Attended Attended Attended

The Committee, in its meeting held on 27th June, 2003 reviewed the Annual Accounts for the year ended 31st March, 2003.

IV. Remuneration Committee

� Constitution:

The Committee consists of 3 directors – all non-executive and independent:

1. Dr. Fredie A. Mehta – Chairman

2. Mr. Jai S. Pathak

3. Dr. M.G.K. Menon

The Committee is chaired by Dr. Fredie A. Mehta who is a famous Economist, holding a Doctorate degree from London School
of Economics, and is associated with the TATA Group, for past many decades.

� Terms of Reference

The Remuneration Committee has been constituted to recommend and review the remuneration packages of the Managerial
Personnels, and to formulate a broad policy framework for managerial remuneration.

� Meetings & Attendance

During the 15 months period ended 30th June, 2004, the Committee met twice. The following table summarizes the date of
meeting and attendance of the members:

Date of Meeting 27.06.2003 12.05.2004

Dr. Fredie A. Mehta Not Attended Attended

Mr. Jai S. Pathak Attended Attended

Dr. M.G.K. Menon Attended Attended

� Remuneration Policy

The Remuneration Policy as outlined by the Committee aims at:

� Recognizing and rewarding performance and achievements of Managerial Personnels; and

� Motivating and inducing the concerned Managerial Personnels to put in their best.

This policy is in tune with current national and international practices considering the highly competitive business scenario.
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� Details of Remuneration of Directors

The details of the remuneration paid to the Directors, during the 15 months period ended 30th June, 2004 are as follows:

(Amount in Rs.)

Name Basic Perquisites Commission Contribution Sitting Stock Total

to PF/ fees option

other Funds

CURRENT DIRECTORS

*Mr. Rajan Nanda 30,00,000 – – 10,33,270 – – 40,33,270

*Mr. Nikhil Nanda 30,00,000 – – 10,33,270 – – 40,33,270

Mr. Anil Nanda – – – – – – –

Dr. P.S. Pritam – – – – 51,000 – 51,000

Dr. M.G.K Menon – – – – 1,45,000 – 1,45,000

Dr. S.A. Dave – – – – 34,000 – 34,000

Dr. Fredie A. Mehta – – – – 17,000 – 17,000

Mr. Y.H. Malegam – – – – 20,000 – 20,000

Mr. Nimesh Kampani – – – – 20,000 – 20,000

Mr. Jai S. Pathak – – – – 34,000 – 34,000

Mr. D.K. Mehrotra – – – – 5,000 – 5,000

ERSTWHILE DIRECTOR

Mr. N. R. Krishnan – – – – 20,000 – 20,000

TOTAL 60,00,000 – – 20,66,540 3,46,000 – 84,12,540

* The appointment of Mr. Rajan Nanda, Managing Director and Mr. Nikhil Nanda, Executive Director is contractual for a period of five
years with effect from 3rd April, 2000 and 1st May, 2000, respectively.

* The shareholders vide their resolution dated 25th October, 2004 passed through Postal Ballot, re-appointed Mr. Rajan Nanda,
Managing Director and Mr. Nikhil Nanda, Executive Director for a further period of five years w.e.f. 1st April, 2005 and 1st May, 2005,
respectively.

* The services of Managing Director & Executive Director may be terminated by giving six months’ notice. In the event of termination
of appointment, they will be entitled to receive compensation in accordance with the provisions of Section 318 of the Companies Act,
1956.

V. Investors’ Grievance Committee

� Constitution:

The Committee consists of 3 Non-executive independent Directors:

1. Dr. M.G.K. Menon – Chairman

2. Dr. S.A. Dave

3. Dr. P.S. Pritam

The Committee is chaired by Prof. Dr. M.G.K. Menon who is an internationally reputed Scientist and has been awarded Padma
Vibhushan. He is ex-Minister for Science and Technology, Government of India.

� Terms of Reference

The Committee looks into redressing of investors complaints like delay in transfer of shares, non-receipt of declared dividends,
non-receipt of Annual Reports etc.

The Committee also oversees the performance of in-house Share Registry and recommends measures for overall improvement
in the quality and promptness in investor services.
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� Meetings & Attendance

During the 15 months period ended 30th June, 2004, the Committee met twice. The following table summarizes the date of each
meeting and attendance of the members:

Date of Meeting 27.06.2003 31.01.2004

Dr. M. G. K. Menon Attended Attended

Dr. S. A. Dave Attended Attended

Dr. P. S. Pritam Attended Attended

� Compliance Officer

Mr. G. B. Mathur, Vice President – Law & Company Secretary is the Compliance Officer.

� Complaints received / resolved

During the period under review, 33 complaints were received from investors which were replied / resolved to the satisfaction
of investors.

� Pending Share Transfers

None of the requests for transfer and / or dematerialisation were pending for approval as on 30th June, 2004.

VI. General Body Meetings

The last three Annual General Meetings of the Company were held at following time and place(s):-

Year Date Time Place

2001 29th September, 2001 12.00 noon Sapru House,
Barakhamba Road,
New Delhi – 110 001

2002 27th September, 2002 10.30 a.m. - do -

2003 19th December, 2003 10.30 a.m. - do -

Postal Ballot

The Company had passed the following Special Resolutions through Postal Ballot route:

Details of Voting Pattern

Particulars of Special Resolutions Votes casted Votes casted
in favour against

I. IN THE 15 MONTHS PERIOD ENDED 30TH JUNE, 2004

� Amendment in Objects Clause of Memorandum of Association of the 4,36,48,179 51,139
Company by inserting sub-clause (4S) after sub-clause (4R) w.r.t. some
agri-allied business.

� Commencement of agri-allied business. 4,36,46,317 52,329

This Postal Ballot exercise was conducted by Mr. M.L. Pahwa, retired Deputy
Excise & Taxation Commissioner, Haryana, as Scrutinizer. Both resolutions
were declared to have been passed as Special Resolutions in the Annual
General Meeting of the Company held on 19th December, 2003.

II. IN THE CURRENT FINANCIAL YEAR 2004-05

a. Items passed:

� Approval of minimum remuneration payable to Mr. Rajan Nanda, 2,47,19,494 1,50,449
Managing Director in case of inadequacy or absence of profits in any
Financial Year during the period 1st April, 2005 to 31st March, 2008.

� Approval of minimum remuneration payable to Mr. Nikhil Nanda, 2,47,08,238 1,61,505
Executive Director in case of inadequacy or absence of profits in any
Financial Year during the period 1st May, 2005 to 30th April, 2008.

� Investment in Unsecured Subordinated Bonds carrying zero per cent 2,46,48,964 2,21,373
interest of the aggregated value of Rs. 175.74 crores of Idea Mobile
Communications Limited.
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� Acquisition of 24,50,000 Equity Shares of Rs. 10 each of Escorts 2,47,17,122 1,53,070
Motors Ltd., for a sum not exceeding Rs. 83 crores.

This Postal Ballot exercise was conducted by Mr. M.L. Pahwa, retired
Deputy Excise & Taxation Commissioner, Haryana, as Scrutinizer.

b. Items proposed

� Authorizing the Board / its Committee thereof to offer, issue and allot – –
the securities of the Company.

This Postal Ballot exercise shall be conducted by Mr. M.L. Pahwa, retired
Deputy Excise & Taxation Commissioner, Haryana, as Scrutinizer.
The Notice  and draft Resolution alongwith explanatory statement and
Postal Ballot Form, for this item, are being sent separately.

VII. Disclosures

a. Disclosure on materially significant related party transactions i.e. transactions of the Company of material nature, with its
promoters, the directors or the management, their subsidiaries or relatives etc. that may have potential conflict with the
interests of the Company at large.

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

b. Details of non-compliance by the Company, penalties, strictures imposed on the Company by Stock Exchanges or SEBI or any
statutory authority, on any matter related to capital markets, during the last three years.

None

VIII. Means of Communication

� Whether the half-yearly report for the period ended 30th September, 2003 sent to each household of the
shareholders?

No, as the same was not mandatory.

� Quarterly Results

The Company has published its Quarterly Financial results in the following newspapers:

For Quarter ended 30.06.03 : Jansatta
Financial Express

For Quarter ended 30.09.03 : Jansatta
Financial Express

For Quarter ended 31.12.03 : Jansatta
Financial Express

For Quarter ended 31.03.04 : Jansatta
Financial Express

For Quarter ended 30.06.04 : Jansatta
Financial Express

These results were also displayed on Company’s website viz. www.escortsgroup.com.

The website also displays official news releases.

� Whether presentations were made to institutional investors or to the analysts?

No presentations were made to institutional investors.

� Management Discussion and Analysis Report

The Management Discussion and Analysis Report is included in the Directors’ Report and forms part of the Annual Report.

Details of Voting Pattern

Particulars of Special Resolutions Votes casted Votes casted
in favour against
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IX. General Shareholder Information

Annual General Meeting

Date : 31st March, 2005

Time : 11.30 a.m.

Venue : FICCI Golden Jubilee Auditorium,
Tansen Marg, New Delhi - 110 001.

Appointment / Re-appointment of Directors:

At the ensuing Annual General Meeting, Mr. Anil Nanda, Dr. P.S. Pritam and Mr. Jai S. Pathak, retire by rotation and they offer
themselves for re-appointment.

Mr. D. K. Mehrotra, Nominee Director of LIC, presently Additional Director, is proposed to be appointed as a Director, at the ensuing
Annual General Meeting.

The information / details for the aforesaid Directors are as under:

Name Qualification Brief Resume and Area Other Committee
of Expertise Directorships Memberships

Mr. Anil Nanda Sr. Cambridge Mr. Anil Nanda till 29th
January, 2004 was the
Vice-Chairman &
Managing Director of the
Company for the past
many years. He, however,
resigned from the position
of the Managing Director
and is currently a Vice
Chairman & Non-
executive Director of the
Company. He is involved
with the Escorts group for
the past 3 decades and
had been contributing to
the growth of the
organization. He had been
independently looking
after the Piston Rings
manufacturing activity,
when the same was a part
of Escorts Limited.

1. Goetze (India) Ltd.
2. G I Power Corporation

Ltd.
3. Goetze TP (India) Ltd.
4. G I Wind Power

Company Ltd.
5. AN-GIP Leather (India)

Ltd.
6. AN-NET Infotech

GmbH, Germany
7. AN-NET Infotech Inc.,

USA
8. Satara Rubbers &

Chemicals Pvt. Ltd.
9. GI Insurance Services

Ltd.
10. AN Enterprises Pvt. Ltd.
11. Joint Investments Pvt.

Ltd.
12. Escorts Farms Ltd.
13. Akme Projects Ltd.

1. GI Power
Corporation Ltd.
(Audit Committee)

Dr. P. S. Pritam M.A., LLB, Ph.D. Has rich experience in all
facets of insurance. Has
held top positions in LIC,
including Senior
Divisional Manager,
Ahmedabad, Zonal
Manager, Hyderabad,
and Director, (Marketing
and International
operations) at Corporate
Level.

None 1. Escorts Ltd. (Audit
Committee &
Investors’ Grievance
Committee)
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Name Qualification Brief Resume and Area Other Committee
of Expertise Directorships Memberships

Mr. Jai S. Pathak B.A. (History),

B.A. (Law: Oxon),

M.A. (International
relations)

LLM (Law: University
of Virginia)

Partner of Jones Day’s, a
global law firm, Head of
Business Practice Group
for Jones Day’s Los
Angeles and Southern
California office(s).  Has
extensive Corporate Law
experience in US, UK,
India and other Asian
Countries in transactional
mergers and acquisitions,
corporate restructuring
and financing
transactions. Has several
publications on
International law and
Corporate Laws to his
credit. Also appeared on
various television
programmes and other
seminars in USA, UK,
Europe, India and
Singapore, lecturing on
US, India and other Laws.

1. iGate Global Systems
Ltd.

2. Timken India Ltd.

1. Escorts Ltd.
(Remuneration
Committee)

2. Timken India Limited
(Audit Committee and
Investors’ Relation &
Grievance Committee)

3. iGate Globals
Systems Limited
(Audit Committee,
Compensation
Committee &
Shareholders’
Grievance Committee)

Mr. D. K. Mehrotra B.Sc. (Hons) Has rich experience in all
facets of insurance. Has
held top positions in LIC
and presently Zonal
Manager, Eastern Zonal
Office, Kolkata.

1. North Eastern
Development Finance
Corporation Ltd.

 None

� Financial Calendar 2004-05

(Actual)

Financial Results Committee Meetings to take on record

Financial results for Quarter ended 30.09.04 : 2nd November, 2004.

Financial results for Quarter ended 31.12.04 : 28th January, 2005.

(Tentative)

Board / Committee thereof Meetings to take on record

Financial results for Quarter ended 31.03.05 : Last week of April 2005.

Financial results for Quarter / year ended 30.06.05 : Last week of July 2005.

Annual General Meeting : 31st December, 2005

� Date of Book Closure : Monday, 27th December, 2004 to Friday, 31st December, 2004

(both days inclusive)

� Dividend Payment Date : Due to extra-ordinary losses incurred by the Company during

the 15 months period ended 30th June, 2004, the Board of

Directors of the Company have decided not to declare any

dividend for the said period.
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� Listing Stock Code

1. The Delhi Stock Exchange Association Ltd., 00012
DSE House, 3/1, Asaf Ali Road, New Delhi - 110002

2. The National Stock Exchange of India Ltd., ESCORTS
Trade World, Senapati Bapat Marg, Lower Parel,
Mumbai - 400 013

3. The Stock Exchange, Mumbai, 500495
Phiroze Jeejeebhoy Towers, Dalal Street,
Mumbai - 400 001

4. *The Calcutta Stock Exchange Association Ltd. 15020
7, Lyons Range, Kolkata - 700 001

5. *The Stock Exchange, Ahmedabad 16410
Kamdhenu Complex, Panjra Pole, Ambawadi,
Ahmedbad - 380 015

* Applications have been filed for De-listing.

� Listing Fees

The Company is up to date on the payment of the Annual Listing Fee.

� Market Price Data

Monthly Stock Market Data

High and low prices of Equity Shares during the 15 months period ended 30th June, 2004 were as follows:

National Stock Exchange Mumbai Stock Exchange

Month High Low High Low
(Rs.) (Rs.) (Rs.) (Rs.)

April 2003 39.55 35.00 39.25 34.70
May 2003 51.25 35.50 51.50 35.50
June 2003 54.90 46.50 55.00 47.00
July 2003 58.50 50.25 58.20 50.00
August 2003 57.80 50.00 57.70 49.65
September 2003 54.50 45.35 54.90 45.40
October 2003 67.95 47.85 67.65 48.00
November 2003 85.00 53.05 85.15 51.00
December 2003 97.45 80.25 97.80 80.20
January 2004 113.35 72.50 113.30 72.80
February 2004 74.75 60.45 75.00 60.35
March 2004 78.80 58.50 78.85 58.55
April 2004 75.75 63.30 75.90 63.10
May 2004 71.95 48.40 72.00 48.40
June 2004 58.35 50.60 58.00 50.05

Yearly Stock Market Data

Year Equity Shares Name of the Stock Exchange

High (Rs.) Low (Rs.)

1999-00 269.00 51.00 Mumbai Stock Exchange
2000-01 156.00 66.75 - do -
2001-02 89.35 37.95 - do -
2002-03 76.20 35.00 - do -
2003-04 113.30 34.70 - do -
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� Registrar and Share Transfer Agents

The Company carries on the share transfer work in house at:

ESCORTS LTD.

Corporate Secretariat & Law, 15/5, Mathura Road, Faridabad.
Phone: 0129 – 2250222 Extension 4275 / 4268  ��Fax: 0129 – 2250060

E-mail: corpsect@ndb.vsnl.net.in � �� Website: www.escortsgroup.com

� Share Transfer System

The Company has a Share Transfer Committee of Directors to approve the transfer, transmission, remat & issue of duplicate
certificate etc. which normally meets four times in a month. The shares received are usually transferred within a period of 6 to
8 days from the date of receipt, subject to their validity.

� Investors Relation Centres

Escorts Limited Escorts Limited
11, Scindia House, Connaught Circus, 1st Floor Part – 1,
New Delhi - 110 001 AO Bldg. at Pandurang Budhkar Marg,
Telephone No.: (011) 23310145 Worli, Mumbai - 400 018
Fax No.: (011) 23310271 Telephone No.: (022) 24218151-52

Fax No.: (022) 24218153

All enquiries, transfer / transmission / transposition / Demat / Remat requests in respect of shares, nomination, change of
address and payment of dividend / interest / redemption should be addressed directly to the Corporate Secretariat & Law.

� Statistics of Dividend payment

Year Rate Date of payment

1993-1994 30% 17th October, 1994
1994-1995 36% 23rd March, 1995 & 7th September, 1995
1995-1996 40% 9th September, 1996
1996-1997 45% 10th September, 1997
1997-1998 45% 15th September, 1998
1998-1999 45% 18th October, 1999
1999-2000 45% 29th May, 2000
2000-2001 45% 22nd October, 2001
2001-2002 10% 11th October, 2002
2002-2003 10% 24th December, 2003
2003-2004 Nil N.A.
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� Nomination Facility

Shareholders are eligible to file their nominations against shares held under physical mode. The facility of nomination is not
available to non-individual shareholders such as societies, trusts, bodies corporate, karta of Hindu Undivided families and
holders of Powers of Attorney. The investors, who wish to avail this facility, may send prescribed form 2B duly filled in and signed
to the Corporate Secretariat & Law.

� Financial Calendar
From 1st July, 2004 to 30th June, 2005

� Distribution of Shareholding
As on 30th June, 2004

Category %

1. Promoters 2.19
2. Persons acting in concert 32.08
3. Institutional Investors 29.29
4. Others 36.44

Total 100.00

As on 30th June, 2004

Range of holding Number of shareholders %

1 to 100 46029 54.20
101 to 500 33072 38.94
501 to 1,000 3524 4.15

1,001 to 5,000 2032 2.39
5,001 to 10,000 145 0.17

10,001 to 50,000 79 0.09
50,001 to 1,00,000 12 0.01

Above 1,00,000 33 0.04

Total 84926 100.00

� De-materialisation of Shares

Till 30th June, 2004, approximately 79% Equity Shares have been dematerialized. Trading in Equity Shares of the Company is
permitted only in dematerialized form as per the notification issued by the Securities and Exchange Board of India.

� Liquidity of Shares

The trading volumes at National Stock Exchange and Mumbai Stock Exchange, during the 15 months period ended 30th June,
2004, are given below:

Month National Stock Exchange Mumbai Stock Exchange

No. of Value No. of No. of Value No. of
Shares (Rs. in lacs) transactions Shares  (Rs. in lacs)  transactions

April 2003 347970 126.38 3164 132923 48.64 1599
May 2003 2216150 1003.46 15939 1122622 509.27 11380
June 2003 2761719 1420.52 19025 1620054 833.71 14471
July 2003 3626752 1980.18 23090 1822092 994.37 15883
August 2003 2597394 1396.23 16837 1424115 769.35 12076
September 2003 1701082 854.53 11946 988055 500.66 9909
October 2003 7539130 4598.79 47517 4341307 2644.13 33679
November 2003 21820329 16564.98 126509 9798134 7376.95 69023
December 2003 15653922 13974.51 87073 7339468 6606.54 50319
January 2004 30731608 30265.52 172283 17573601 17422.27 120457
February 2004 16345619 11157.68 112992 7219973 4936.75 64085
March 2004 7710887 5226.85 54267 3433780 2419.60 33776
April 2004 6338708 4430.85 44759 3418101 2403.87 31967
May 2004 3072143 1932.28 25354 1584977 1002.63 16688
June 2004 1349828 745.84 13167 596972 329.45 8473

TOTAL 121076902 95272.59 773922 61380811 100426.20 439453
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� Outstanding GDRs / ADRs / Warrants etc.

There are no convertible instruments outstanding, which could increase the paid up equity capital of the Company.

� Plant locations

The Company has its manufacturing plants at the following locations:-

1. 18/4, Mathura Road, Faridabad - 121 007

2. Plot No. 2, Sector 13, Faridabad - 121 007

3. Plot No. 3, Sector 13, Faridabad - 121 007

4. 115, Sector 24, Faridabad - 121 003

� Address for Correspondence

ESCORTS LTD.
Corporate Secretariat & Law, 15/5, Mathura Road, Faridabad.

Phone: 0129 – 2250222 Extension 4275 / 4268  ��Fax: 0129 – 2250060

E-mail: corpsect@ndb.vsnl.net.in � �� Website: www.escortsgroup.com

� Non Mandatory Requirements

The status / extent of compliance of non mandatory requirements is as follows:

a. Maintenance of Chairman’s Office

Not applicable as the Chairman is executive.

b. Remuneration Committee

Already constituted. Details given in preceding paragraphs.

c. Half-yearly financial performance and summary of significant events to be sent to each household of shareholders

Not being followed. The Company disseminates the information through press.

d. Postal Ballot

The details of resolutions passed and / or proposed to be passed through Postal Ballot are given in preceding paragraphs.

Annexure – C to the Directors’ Report

AUDITORS’ CERTIFICATE REGARDING COMPLIANCE WITH THE CONDITIONS OF CORPORATE GOVERNANCE UNDER CLAUSE
49 OF THE LISTING AGREEMENT

To the Members of Escorts Limited

We have examined the compliance of the conditions of Corporate Governance by Escorts Limited for the 15 months period ended  June
30, 2004 as stipulated in clause 49 of the listing agreement of the said Company with the Stock Exchanges in India.

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

In our opinion and to the best of our information and explanations given to us, we certify that the Company has complied with the conditions
of Corporate Governance as stipulated in the above-mentioned Listing Agreement.

We state that in respect of investor grievances received during the 15 months  period ended  June 30, 2004, no investor grievances are
pending against the Company for a period exceeding one month as per records maintained by the Company which are presented to the
Shareholders/Investors’ Grievance Committee.

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

For S. N. Dhawan & Co.
Chartered Accountants

S. N. Dhawan
Partner

Place : New Delhi M. No. 925
Date : February 17, 2005
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Annexure – D to the Directors’ Report

Pursuant to the requirement of Section 217 (2AA) of the Companies Act, 1956, the Board hereby confirms:

1. that in the preparation of accounts for the 15 months period ended 30th June 2004, the applicable accounting standards had been
followed.

2. that the Directors had selected accounting policies and 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 as at 30th June, 2004 and of the profit
and loss of the Company for the 15 months period ended 30th June, 2004.

3. that the Directors had 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.

4. that the Directors had prepared the accounts for the 15 months period ended 30th June, 2004 on a going concern basis.

Annexure - E to Directors’ Report

Information as per Section 217(2A) of the Companies Act, 1956 read with Companies (Particulars of Employees) Rules,1975
and forming part of the Directors’ Report for 15 months period ended June 30, 2004.

Name of the Employee Age Qualification Experience Date of Designation & Remuneration  Received Last Employment held

(Yrs.) (Yrs.) Employment Nature of Duties Gross Net

(Rs.) (Rs.)

A. Employed throughout the period and in receipt of remuneration not less than Rs. 30,00,000.

Anand Suresh 56 M. Tech. 31 08.04.1996 Head - Mfg. 3675603 1273604 Tech. Director, Shriram
B. Tech., IIT Operations (AMG) Piston & Rings.

Chopra Rakesh 54 FCA (Eng. & Wales) 31 01.09.1979 Business Head & 8120366 4102857 Asst. Manager (Commercial),
MBA (Cranfield, U.K.) Sr. Vice President (AMG) Vazir Sultan Tobacco Co. Ltd.

Hawaldar K. S. 54 B.E. Mech., Diploma 31 08.04.1996 Head Operations RED - 3148682 1110888 VP, Real Value Appliances
in System Management Engineering Division

Khattar Sriram 46 B.Com, (Hons.), FCA 22 26.06.2000 VP - Corp. Strategic 5267828 2359703 GM, ITC Ltd.
Planning & Corporate
Affairs

Mathur G. B. 54 B. Sc., ACS, LLB 29 16.08.1993 Vice President, Law & 4342959 2008632 Co. Secy, Chambal
Company Secretary Fertiliser & Chemicals Ltd.

Nanda Nikhil * 30 B.B.A. 8 01.05.2000 Executive Director 3583217 1694001 JMD, Escorts Yamaha Motor Ltd.

Nanda Rajan * 61 Sr. Cambridge, 43 03.04.1970 Chairman & 3583217 1694001 Director, Harparshad & Co. Ltd.
Training in UK Managing Director
& Germany

Sarkar M.C. 57 B.E. Mech. 34 02.04.1993 Head - R&D (AMG) 3514061 1440044 GM  (Works), Voltas Ltd.
M.Tech. in Indst.
Engg. & Oprtnl. Resch.

Sarkar Partha 53 B. Tech. MBA 28 07.08.2000 Vice President 4802680 1731918 President, RPG Itochu Fin. Ltd.

Singh Devraj 51 B. Tech. PGDM 27 02.01.1995 Business Head - 6814050 3338605 VP (Dubai Project), SRF Ltd.
Engineering Division

B. Employed for part of the period and in receipt of remuneration not less than Rs. 2,00,000 per month.

Padhi S. K. 42 B.SC, MBA 19 02.11.2001 Head - Marketing AMG 2963120 1301106 VP - New Business, Heinz India Ltd.

Yadav Yash 48 LLB / MBA 22 02.06.2003 Group VP - HR & IR 4206867 1829778 VP - HR & Admin.,
The Hindustan Times Ltd.

NOTES:

* Employed  on Contractual basis. Mr. Rajan Nanda, Managing Director and Mr. Nikhil Nanda, Executive Director. Mr. Nikhil Nanda, Executive Director is son of Mr. Rajan Nanda.

1. Employees named above are/were whole time employees of the Company as per terms and conditions of the Company.

2. Remuneration Received ‘Gross’  includes salary, bonus, commission, ex-gratia, actual expenditure for provision of rent free accommodation or benefits or amenities, house rent allowance,
medical expenses, leave travel assistance, other allowances, reimbursement of gas,water and electricity expenses. Company’s contribution to provident fund, employee pension scheme, gratuity
fund and provision of car valued as perquisites in accordance with rules under the Income Tax Act, 1961, but excluding contribution towards superannuation scheme which is no longer allocated
individually.

3. Remuneration Received ‘Net’ includes salary, bonus, commission, ex-gratia and other allowances but excluding house rent allowance, provident fund and gratuity less Income Tax deducted at
source.

4. Employees whose services have been loaned to other Companies have been excluded.
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AUDITORS’ REPORT

To The Members of Escorts Limited

1. We have audited the attached Balance Sheet of Escorts Limited as at June 30, 2004, the Profit & Loss Account and also the Cash
Flow Statement for the fifteen months period ended on that date, annexed thereto. These financial statements are the responsibility
of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with Auditing Standards generally accepted in India. Those Standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

3. As required by the Companies (Auditor’s Report) Order, 2003, issued by the Central Government of India, in terms of sub-section
(4A) of Section 227 of the Companies Act, 1956, we enclose in the Annexure a statement on the matters specified in paragraphs 4
and 5 of the said Order.

4. Further to our comments in the Annexure referred to above, we report that :

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

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

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

(d) In our opinion, the Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this report comply with the
Accounting Standards referred to in sub-section (3C) of Section 211 of the Companies Act, 1956;

(e) On the basis of written representations received from the directors, as on June 30, 2004 and taken on record by the Board
of Directors, we report that none of the directors is disqualified as on June 30, 2004 from being appointed as director in terms
of clause (g) of sub-section (1) of Section 274 of the Companies Act, 1956;

(f) In our opinion and to the best of our information and according to the explanations given to us, the said accounts, read
together with the notes thereon, give the information required by the Companies Act, 1956, in the manner so required and give
a true and fair view in conformity with the accounting principles generally accepted in India:

i) in the case of the Balance Sheet, of the state of affairs of the Company as at June 30, 2004;

ii) in the case of the Profit & Loss Account, of the Loss for the period ended on that date; and

iii) in the case of the Cash Flow Statement, of the cash flows for the period ended on that date.

For S. N. DHAWAN & CO.
Chartered Accountants

(S. N. Dhawan)
Place  : New Delhi Partner

Dated :  February 17, 2005  M.No.: 925
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ANNEXURE REFERRED TO IN PARAGRAPH 3 OF OUR REPORT OF EVEN DATE ON THE ACCOUNTS OF ESCORTS LIMITED,

FOR THE FIFTEEN MONTHS PERIOD ENDED JUNE 30, 2004.

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

(b) According to information and explanations given to us, physical verification of fixed assets is being conducted in a phased
manner by the management under a programme designed to cover all the fixed assets over a period of three years, which, in
our opinion, is reasonable having regard to the size of the Company and the nature of its assets. Discrepancies noticed on such
verification were not material and have been properly dealt with in the books of account.

(c) According to the information and explanations given to us, the Company has not disposed off a substantial part of fixed assets
during the period under review.

ii) (a) As explained to us, the inventories have been physically verified by the management at reasonable intervals during the period,
except for stock lying with third parties for which certificate/confirmation of stocks held by them have been obtained in most of
the cases.

(b) In our opinion and according to information and explanations given to us, the procedures of physical verification of inventories
followed by the management are reasonable and adequate in relation to the size of the Company and the nature of its business.

(c) In our opinion and according to information and explanations given to us, the Company has maintained proper records of its
inventories. Discrepancies noticed on physical verification of inventories were not material and have been properly dealt with
in the books of account.

iii) (a) The Company has granted loans to five companies covered in the register maintained under Section 301 of the Companies Act,
1956. The maximum amount involved during the period was Rs. 270.50 crores and the balance of loans granted to such
companies was Rs. 1.50 crores as at June 30, 2004.

(b) In our opinion and according to the information and explanations given to us, the rate of interest and other terms and conditions
of such loans are not, prima facie, prejudicial to the interest of the Company.

(c) The receipt of the principal amounts and interest, is as stipulated.

(d) There is no overdue amount of such loans granted to the aforesaid companies.

(e) The Company has taken loans from five companies covered in the register maintained under Section 301 of the Companies
Act, 1956. The maximum amount involved during the period was Rs.130.59 crores and the balance of loans taken from such
companies was Rs. 46.61 crores as at June 30, 2004.

(f) In our opinion and according to the information and explanations given to us, the rate of interest and other terms and conditions
of such loans are not, prima facie, prejudicial to the interest of the Company.

(g) The Company has been regular in repaying the principal amounts and interest, as stipulated.

iv) In our opinion and according to the information and explanations given to us, there are adequate internal control procedures
commensurate 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, we have neither come across nor have been informed of any
continuing failure to correct major weaknesses in the internal control.

v) (a) According to the information and explanations given to us, we are of the opinion that the particulars of contracts or arrangements
referred to in Section 301 of the Companies Act, 1956 have been entered in the register maintained under that section.

(b) In our opinion and according to the information and explanations given to us, the transactions made in pursuance of contracts
or arrangements entered in the register maintained under Section 301 of the Companies Act, 1956 and exceeding the value of
Rupees five lakhs in respect of any party during the period have been made at prices which are reasonable having regard to
the prevailing market prices at the relevant time except for items stated to be of a specialised nature where no comparison is
possible.

vi) In our opinion and according to the information and explanations given to us, the Company has complied with the provisions of
Sections 58A, 58AA and any other relevant provisions of the Companies Act, 1956 and the Companies (Acceptance of Deposits)
Rules, 1975 with regard to deposits accepted from the public. No order has been passed by the Company Law Board or National
Company Law Tribunal or Reserve Bank of India or any Court or any other Tribunal in this regard.

vii) In our opinion, the Company has an internal audit system commensurate with the size and nature of its business.

viii) We have broadly reviewed the books of account maintained by the Company pursuant to the Rules made by the Central Government
for the maintenance of cost records under Section 209(1)(d) of the Companies Act, 1956 in respect of the tractors and auto-ancillary
products and are of the opinion that prima facie the prescribed accounts have been made and maintained. We have, however, not
made a detailed examination of the records with a view to determine whether they are accurate and complete.
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ix) (a) The Company is regular in depositing with appropriate authorities undisputed statutory dues including provident fund, investor
education and protection fund, employees’ state insurance, income tax, sales tax, wealth tax, service tax, customs duty,
excise duty, cess and other material statutory dues applicable to it.

According to the information and explanations given to us, no undisputed amounts payable in respect of provident fund,
investor education and protection fund, employees state insurance, income tax, sales tax, wealth tax, service tax, customs
duty, excise duty, cess were in arrears, as at June 30, 2004 for a period of more than six months from the date they became
payable.

(b) According to the information and explanations given to us, the details of statutory dues of income tax, sales tax, wealth tax,
service tax, customs duty, excise duty, cess which have not been deposited on account of dispute are given below:

Name of the Nature of Amount Period to which Forum where
Statute the Dues (Rs. in crores) amount relates Dispute is Pending

Sales Tax Laws Sales Tax 0.92 1979-1997 Appellate Authority

Central Excise Act 1944 Excise duty 16.23 1992-1998 Supreme Court

21.37 2002-2003 Supreme Court

6.17 1991-2004 Appellate Authority

Central Excise Act 1944 Service Tax 0.04 2003-2004 Appellate Authority

0.08 1998-2003 Appellate Authority

Income Tax Act 1961 Income Tax 45.00 2000-2001 Tribunal

x) In our opinion, the accumulated losses of the Company are not more than fifty percent of its net worth as at June 30, 2004. The
Company has incurred cash losses during the financial period covered by our audit. In the immediately preceding financial year,
however, there were no cash losses.

xi) In our opinion and according to the information and explanations given to us, the Company has not defaulted in repayment of dues
to a financial institution or bank or debenture holders.

xii) According to the information and explanations given 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.

xiii) In our opinion, the Company is not a chit fund or a nidhi/mutual benefit fund/society. Therefore, provisions of clause (xiii) of Paragraph
4 of the Order are not applicable to the Company.

xiv) In our opinion and according to the information and explanations given to us, the Company is not dealing or trading in shares,
securities, debentures and other investments. Accordingly, the provisions of clause (xiv) of Paragraph 4 of the Order are not
applicable to the Company.

xv) In our opinion and according to the information and explanations given to us, the terms and conditions on which the Company has
given guarantees for loans taken by others from banks and financial institutions, are not prima facie prejudicial to the interest of the
Company.

xvi) To the best of our knowledge and belief and according to the information and explanations given to us, the term loans availed by the
Company were applied for the purposes for which the loans were obtained.

xvii) According to the information and explanations given to us and on an overall examination of the Balance Sheet of the Company, we
report that the no funds raised on short-term basis have been used for long term investment.

xviii) According to the information and explanations given to us, the Company has not made any preferential allotment of shares to parties
and companies covered in the register maintained under Section 301 of the Companies Act, 1956.

xix) The Company has not issued any debentures during the year. Therefore, the provisions of clause (xix) of Paragraph 4 of the Order
are not applicable to the Company.

xx) The Company has not raised any money by public issue during the period under review.

xxi) To the best of our knowledge and belief and according to the information and explanations given to us, no fraud on or by the Company
has been noticed or reported during the course of our audit.

For S. N. DHAWAN & CO.
Chartered Accountants

C-37, Connaught Place (S. N. Dhawan)
New Delhi - 110 001 Partner
Dated : February 17, 2005  M.No.: 925
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BALANCE SHEET AS AT JUNE 30, 2004

30.06.2004 31.03.2003
Schedule Rs. Crores Rs. Crores

SOURCES OF FUNDS
Share Capital 1 72.23 72.23
Reserves & Surplus 2 521.05 843.68

Total Shareholders’ Funds 593.28 915.91
Loans

Secured 3 612.90 480.74
Unsecured 4 281.47 894.37 332.62 813.36

Deferred Tax Liability (Net) – 76.68
(Refer Note 12 of Schedule 18)

Total 1,487.65 1,805.95

APPLICATION OF FUNDS
Fixed Assets

Gross Block 1,030.12 1,009.74
Less : Depreciation 446.67 385.80

Provision for Impairment 6.04  5.00

Net Block 5 577.41 618.94
Capital Work-in-Progress 3.52 2.13

Total Fixed Assets 580.93 621.07
Investments 6 612.88 619.26
Deferred Tax Asset (Net) 31.52 –
(Refer Note 12 of Schedule 18)
Current Assets, Loans & Advances
Current Assets 7

Inventories 120.04 119.43
Sundry Debtors 253.92 256.76
Cash & Bank Balances 27.13 83.54
Other Current Assets 0.12 0.25

401.21 459.98
Loans & Advances 8 220.73 427.32

Total Current Assets, Loans & Advances 621.94 887.30

DEDUCT
Current Liabilities & Provisions 9

Current Liabilities 343.96 302.02
Provisions 30.70 39.97

Total Current Liabilities & Provisions 374.66 341.99

Net Current Assets 247.28 545.31
Miscellaneous Expenditure
(to the extent not written off or adjusted) 15.04 20.31

Total 1,487.65 1,805.95

Significant Accounting Policies 17
Notes on Balance Sheet and Profit & Loss Account 18

Schedules 1-18 annexed hereto form an integral part of Balance Sheet and Profit and Loss Account.

RAJAN NANDA NIKHIL NANDA PROF. DR. M.G.K. MENON
Chairman and Executive Director Director
Managing Director

G.B. MATHUR SHAILENDRA TANDON
Vice President - Law & Corporate Head - Finance & Strategy
Company Secretary

As per our report attached
For S.N. DHAWAN & CO.

Chartered Accountants

C-37, Connaught Place S.N. DHAWAN
New Delhi - 110 001 Partner
Dated : February 17, 2005 M. No. 925
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PROFIT & LOSS ACCOUNT FOR THE 15 MONTHS PERIOD ENDED JUNE 30, 2004

Period ended Year ended
30.06.2004 31.03.2003

Schedule Rs. Crores Rs. Crores

INCOME
Gross Sales 1,250.01 870.78
Less : Excise Duty 151.94 102.86
Net Sales 1,098.07 767.92
Business Income 10 22.74 20.52
Income from Investments 11 0.21 273.75

Total 1,121.02 1,062.19

EXPENDITURE
Material, Manufacturing & Operating 12 781.98 546.35
Personnel 13 209.73 153.31
Sales & Administration 14 196.03 151.18
Interest 15 101.66 66.53

1,289.40 917.37

Profit/(Loss) before Depreciation and Amortisation (168.38) 144.82
Depreciation 64.69 53.44
Less : Transfer of Depreciation from Revaluation Reserve 8.98 7.15

55.71 46.29
Amortisation of Miscellaneous Expenditure 16 12.63 68.34 11.76 58.05

(236.72) 86.77
Loss on Sale/Provision for diminution in the value of Long Term
Investments, Loans to Telecom and Other Businesses 185.02 64.51

PROFIT/(LOSS) BEFORE TAX (421.74) 22.26
Provision for Taxation

Current Taxation – 2.00
Deferred Taxation (108.20) (108.20) (3.78) (1.78)

PROFIT/(LOSS) AFTER TAX (313.54) 24.04

Balance brought forward 88.75 66.33
Transfer from Debenture Redemption Reserve 5.89 12.01

Total (218.90) 102.38

APPROPRIATIONS
Debenture Redemption Reserve – 0.48
General Reserve – 5.00
Dividend on Equity Shares - Nil (2002-2003 @10%) – 7.22
Dividend Tax – 0.93
Profit/(Loss) carried to Balance Sheet (218.90) 88.75

Total (218.90) 102.38

Significant Accounting Policies 17
Notes on Balance Sheet and Profit & Loss Account 18

EARNINGS PER SHARE (Face Value Rs.10)
Basic and Diluted Earnings per Share (in Rupees) (43.41) 3.33

Schedules 1-18 annexed hereto form an integral part of Balance Sheet and Profit and Loss Account.

RAJAN NANDA NIKHIL NANDA PROF. DR. M.G.K. MENON
Chairman and Executive Director Director
Managing Director

G.B. MATHUR SHAILENDRA TANDON
Vice President - Law & Corporate Head - Finance & Strategy
Company Secretary

As per our report attached
For S.N. DHAWAN & CO.

Chartered Accountants

C-37, Connaught Place S.N. DHAWAN
New Delhi - 110 001 Partner
Dated : February 17, 2005 M. No. 925
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SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 1 : SHARE CAPITAL

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

AUTHORISED CAPITAL

7,70,00,000 Equity Shares of Rs. 10 each 77.00 77.00

– 12% Cumulative Redeemable Preference
Shares of Rs. 90 each (Previous year 3,70,00,000) – 333.00

33,30,00,000 Unclassified Shares of Rs. 10 each 333.00 –

410.00 410.00

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

7,22,32,240  Equity Shares of Rs. 10 each 72.23 72.23

NOTES :

1. Paid-up Capital includes :

(i) 18,700 Equity Shares (2002-2003 - 18,700) allotted as fully paid-up for consideration other than cash pursuant to contracts.

(ii) Bonus Shares :

1,94,34,125 Equity Shares allotted before 1988 as fully paid-up by capitalising Share Premium of Rs. 0.22 crores and General
Reserve of Rs. 19.21 crores.

2. The Authorised Capital of the Company has been reclassified during the period 2003-04. The 12% Cumulative Redeemable
Preference Share Capital has been reclassified to Unclassified Shares.

SCHEDULE 2 : RESERVES AND SURPLUS

Rs. Crores

Share Capital Share Amalgamation Debenture General Profit Revaluation Total
Premium Redemption Forfeiture Reserve Redemption Reserve & Loss Reserve
Reserve Reserve Reserve Reserve Account

As at March 31, 2003 84.67 0.81 3.22 48.46 27.68 469.62 88.75 120.47 843.68

Deductions during the period :

On assets sold 0.11 0.11

Transfer to Profit & Loss Account 5.89 (a) 88.75 8.98 103.62

Debit balance of Profit & Loss Account 218.90 218.90

As at June 30, 2004 84.67 0.81 3.22 48.46 21.79 250.72 – 111.38 521.05

(a) Consequent to part redemption of Non-Convertible Debentures during the period 2003-2004, the net amount of Rs. 5.89 crores represents adjustment of
Rs. 14.50 crores on account of Debenture Redemption Reserve written back and Rs. 8.61 crores Debenture Redemption Reserve created during the period.
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SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 3 : SECURED LOANS

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

From Banks :
Cash Credit/Working Capital Term Loans 269.85 179.78
Interest Accrued & Due 2.03 0.25

Term Loans
From Banks 89.93 103.33
Interest Accrued & Due 0.86 –

From Others 142.11 45.19
Interest Accrued & Due 1.79 –

Under Asset Credit Scheme 9.00 18.88

Debentures :
15% Secured Redeemable Non-Convertible Debentures – 20.45
12% Secured Redeemable Non-Convertible Debentures 50.78 67.86
12% Secured Redeemable Non-Convertible Debentures 20.00 20.00
12% Secured Redeemable Non-Convertible Debentures 25.00 25.00
Interest Accrued & Due 1.55 –

Total 612.90 480.74

NOTES :
1. Cash Credit including Working Capital Term Loan from Banks

Secured by hypothecation of stocks and book debts on pari-passu basis except in case of:
Export Credit Facility from HDFC Bank - Rs.10 Crores
Secured by first and exclusive charge by way of pledge of shares of  Carraro India Ltd.

2. Term Loans from Banks
a) ICICI Bank Ltd. : Rs. 4.17 Crores

Bank of India : Rs. 10.04 Crores
State Bank of Indore : Rs. 8.22 Crores
Lord Krishna Bank : Rs. 12.50 Crores
The above are secured by first pari-passu mortgage and charge on immovable and movable assets.

b) Punjab National Bank : Rs. 20.00 Crores
To be secured by first pari-passu mortgage and charge on immovable and movable assets.

c) The United Western Bank Ltd. : Rs. 10.00 Crores
Secured by first pari-passu charge on movable fixed assets.

d) United Bank of India : Rs. 25.00 Crores
Secured by second charge on and sub-servient charge on immovable properties.

3. Term Loans from Others
a) Industrial Development Bank of India : Rs. 31.25 Crores

Secured by first pari-passu mortgage and charge on immovable and movable assets.
b) Housing Development Finance Corporation Limited : Rs. 7.95 Crores

Secured by first pari-passu  charge on Land & Buildings and second pari-passu charge on other immovable properties.
c) Life Insurance Corporation of India : Rs. 100.00 Crores

To be secured by first pari-passu mortgage and charge on immovable and movable assets of the Company.
Further secured by pledge of 16,00,000 equity shares of Escorts Heart Institute & Research Centre Ltd.

d) Life Insurance Corporation of India : Rs. 1.56 Crores
Secured against Insurance Policies.

e) Vehicle loans are secured against the Vehicles financed : Rs. 1.35 Crores
4. Under Asset Credit Scheme

Rabo India Finance Private Ltd.: Rs. 9.00 Crores
Secured by an exclusive charge by way of hypothecation of the equipment financed.

5. Debentures
(i) 58,43,738 - 15% Secured Redeemable Non-Convertible Debentures of Rs.100 each (Date of allotment - 12th April,1994)

These debentures are redeemable in three instalments of Rs. 30/-, Rs. 35/- and Rs. 35/- each, at the end of 7th, 8th and 9th
year respectively from the date of allotment.
(Third redemption instalment of Rs. 35/- each per debenture due on 12th April, 2003 was paid.)
The Debentures have been fully redeemed.

(ii) 75,00,000 - 12% Secured Redeemable Non-Convertible Debentures of Rs.100 each.
(a) 51,00,000 - (Date of Allotment - 25th January, 2002)
(b) 24,00,000 - (Date of Allotment - 15th March, 2002)
Both the above series of Debentures are rescheduled for repayment in fifty-two weekly instalments of Rs. 97,66,012.50 each
starting from 15th July, 2004 and ending on 7th July, 2005.
These Debentures are secured by first pari-passu mortgage and charge on immovable and movable assets of the Company.

(iii) 20 - 12% Secured Redeemable Non-Convertible Debentures of Rs. 1,00,00,000/- each (Date of allotment - 19th July, 2002)
These Debentures were redeemable at the end of 18 months from the date of allotment i.e. 15th January, 2004, have been
rescheduled for repayment in 16 equated quarterly instalments of Rs. 1.25 crores each, commencing 17th December, 2005.
These Debentures are secured by first pari-passu mortgage and charge on immovable and movable assets of the Company.

(iv) 2,50,00,000 - 12% Secured Redeemable Non-Convertible Debentures of Rs.10/- each (Date of allotment - 31st January, 2003)
These Debentures are redeemable at the end of 36 months from the date of allotment i.e. on 31st January, 2006.
These Debentures are secured by first pari-passu mortgage and charge on immovable and movable assets of the Company.



ESCORTS LIMITED

34

SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 4 : UNSECURED LOANS

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Fixed Deposits
Others 150.16 143.77

Inter-Corporate Deposits
From Subsidiaries 13.50 22.00
From Others 61.64 22.50

Interest accrued & due 0.07 –
Banks Book Overdraft 5.15 2.85
Other Long Term Loans

From Banks 10.00 –
Interest accrued & due 0.10 –

Others 8.42 9.90
Short Term Loans

From Banks
Commercial Paper (a) – 60.00
Others 17.89 58.10

Rabo India Finance Private Limited 12.50 13.50
Interest accrued & due 2.04 –

Total 281.47 332.62

NOTES :
(a) Maximum amount outstanding at any time during the year Rs. 60.00 crores (Previous Year Rs. 75.00 crores).

SCHEDULE 5 : FIXED ASSETS
Rs. Crores

Description Original Additions Deductions Original Provision for Depreciation/ Depreciation/ Deductions Depreciation/ Net Book Net Book
Cost as at Cost as at Impairment upto Amortisation Amortisation during Amortisation Value as on Value as on

31.03.2003 30.06.2004  30.06.2004 upto 31.03.2003 for the period the period upto 30.06.2004 30.06.2004 31.03.2003

Tangible Assets:
Land 104.12 1.12 10.15 95.09 – 0.01 0.01 – 0.02 95.07 104.11
Buildings 225.55 1.52 – 227.07 – 92.10 12.77 – 104.87 122.20 133.45
Plant & Machinery 531.89 22.16 1.80 552.25 – 208.69 35.90 1.15 243.44 308.81 323.20
Furniture & Fixtures 94.58 1.90 1.18 95.30 – 61.85 7.86 1.03 68.68 26.62 32.73
Vehicles 10.01 1.80 2.34 9.47 – 5.49 1.60 1.64 5.45 4.02 4.52
Leasehold Improvements 1.96 – – 1.96 – 1.19 0.39 – 1.58 0.38 0.77

Sub-Total (A) 968.11 28.50 15.47 981.14 – 369.33 58.53 3.82 424.04 557.10 598.78
Assets held for Sale:
Land 1.43 – – 1.43 – – – – – 1.43 1.43
Buildings 1.80 – – 1.80 1.04 0.42 0.17 – 0.59 0.17 1.38
Plant & Machinery 5.78 – – 5.78 5.00 0.74 0.04 – 0.78 – 0.04

Sub-Total (B) 977.12 28.50 15.47 990.15 6.04 370.49 58.74 3.82 425.41 558.70 601.63

Intangible Assets:
Prototypes 1.21 – – 1.21 – 0.62 0.35 – 0.97 0.24 0.59
Technical know-how 17.28 6.71 – 23.99 – 9.27 2.69 – 11.96 12.03 8.01
Software 14.13 0.64 – 14.77 – 5.42 2.91 – 8.33 6.44 8.71

Sub-Total (C) 32.62 7.35 – 39.97 – 15.31 5.95 – 21.26 18.71 17.31

Capital Work-in-Progress (D) 2.13 3.41 2.02 3.52 – – – – – 3.52 2.13

Total  (B to D) 1,011.87 39.26 17.49 1,033.64 6.04 385.80 64.69 3.82 446.67 580.93 621.07

Previous Year Figures 990.98 43.66 22.77 1,011.87 5.00 343.20 53.44 10.84 385.80 621.07

NOTES :

1. Land includes :

(a) Leasehold at cost Rs. 0.38 crores.

(b) Rs. 6.75 crores pending registration in the name of the Company.

2. Buildings include (at net book value) :

(a) Rs. 4.35 crores not registered in the name of the Company.

(b) Rs. 0.23 crores pending registration in the name of the Company.

3. In view of application of Accounting Standard (AS) 26 “Intangible Assets”, the Original Cost and Accumulated Depreciation/Amortisation upto 31st March,
2003 of such assets has been reclassified/regrouped and transferred in the above Schedule. Earlier disclosure of these Intangible Assets was under the
head ‘Miscellaneous Expenditure (to the extent not written off or adjusted)’. This change has no impact on the profitability.
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SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 6 : INVESTMENTS

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

LONG TERM (At Cost)

GOVERNMENT SECURITIES

[Current period Rs. 17,000, (Previous year Rs. 17,000)] – –

QUOTED INVESTMENTS

TRADE INVESTMENTS

OTHER THAN SUBSIDIARY
Escorts Finance Limited

38,19,700 Equity Shares of Rs. 10 each fully paid 4.01 4.01

OTHER INVESTMENTS
Mahindra & Mahindra Limited

7,665 Equity Shares of Rs. 10 each fully paid 0.01 0.01

Asahi India Glass Limited (formerly Floatglass India Limited)
18,862 Equity Shares of Rs. 10 each fully paid 0.10 0.13

25,150 10% Cumulative Redeemable Preference Shares of
Rs. 10 each fully paid 0.03 –
(Both the above are in lieu of 50,300 Equity Shares of
Float Glass India Limited extinguished on merger)

UNQUOTED INVESTMENTS

TRADE INVESTMENTS

OTHER THAN SUBSIDIARY

Carraro India Limited
1,96,00,000 Equity Shares of Rs. 10 each fully paid 19.60 19.60

Escorts Finance Limited
95,00,000 10% Cumulative Redeemable Preference Shares of

Rs. 10 each fully paid 9.50 9.50

OTHER THAN TRADE INVESTMENTS
SUBSIDIARY

Escorts Automotives Limited
1,00,00,000 Equity Shares of Rs. 10 each fully paid 23.66 23.66

Escorts Construction Equipment Limited
4,00,00,000 Equity Shares of Rs. 10 each fully paid 40.00 10.00

(3,00,00,000 Equity Shares subscribed during the period)

60,00,000 10% Cumulative Redeemable Preference Shares of
Rs. 10 each fully paid 6.00 6.00

2,48,10,000 10% Non-Cumulative Redeemable Preference Shares of
Rs. 10 each fully paid 24.81 23.00
(18,10,000 shares purchased during the period)

Escotel Mobile Communications Limited
– Equity Shares of Rs. 10 each fully paid – 186.66

(8,16,00,000 Equity Shares subscribed during the period and
entire holding of 26,82,60,000 shares was sold subsequently)

Escorts Hospital & Research Centre Limited
– Equity Shares of Rs. 10 each fully paid – 16.00

(1,60,00,000 Equity Shares sold during the period)

Escorts AgriMachinery Incorporated, USA
750 Shares with Nil par value amounting to US $ 9.6925 million 41.63 41.63
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SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 6 : INVESTMENTS (Contd.)

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Escorts Heart Institute & Research Centre Limited
16,00,000 Equity Shares of Rs. 10 each fully paid 1.60 1.60

Escorts Securities Limited
12,00,000 10% Cumulative Redeemable Preference Shares of

Rs.10/- each fully paid 1.20 1.20

Escorts Assets Management Limited
30,00,000 Equity Shares of Rs. 10 each fully paid 3.00 3.00

Esconet Services Limited
3,00,02,800 Equity Shares of Rs. 10 each fully paid 30.00 30.00

3,93,00,000 3% Cumulative Redeemable Preference Shares of
Rs.10/- each fully paid 39.30 25.00
(1,43,00,000 shares subscribed during the period)

Escosoft Technologies Limited
1,50,50,150 Equity Shares of Rs. 10 each fully paid 15.05 15.05

Escorts Telecommunications Limited
5,70,00,000 Equity Shares of Rs. 10 each fully paid 57.00 57.00

Escorts Telecom Services Limited
50,000 Equity Shares of Rs. 10 each fully paid 0.05 0.05

Escorts Healthcare Services Limited
50,000 Equity Shares of Rs. 10 each fully paid 0.05 0.05

OTHER  THAN SUBSIDIARY

Escorts Finance Investment & Leasing Private Limited
4,00,00,000 Equity Shares of Rs. 10 each fully paid 40.00 15.00

(2,50,00,000 Equity Shares subscribed during the period)

43,82,000 5% Non-Cumulative Redeemable Preference Shares of
Rs.100/- each fully paid 43.82 43.82

Escotrac Finance & Investments Private Limited
4,00,00,000 Equity Shares of Rs. 10 each fully paid 40.04 15.04

(2,50,00,000 Equity Shares subscribed during the period)

1,00,00,000 10% Cumulative Redeemable Preference Shares of
Rs. 10 each fully paid 10.00 10.00

4,84,40,000 5% Non-Cumulative Redeemable Preference Shares of
Rs.10/- each fully paid 48.44 48.44

Drillmac Limited (in liquidation)
20,000 Equity Shares of Rs. 10 each fully paid 0.02 0.02

Escorts Auto Components Limited
– Equity Shares of Rs. 10 each fully paid – 0.40

(2,87,155 Equity Shares sold during the period)

Escorts Electronics Limited (in liquidation)
32,000 Equity Shares of Rs. 100 each fully paid 0.32 0.32

Hughes Escorts Communication Limited
37,64,992 Equity Shares of Rs. 10 each fully paid 3.76 3.76

Escorts Motors Limited
1,00,000 Equity Shares of Rs. 10 each fully paid 1.50 1.50
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SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 6 : INVESTMENTS (Contd.)

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

OTHER INVESTMENTS

Idea Mobile Communication Limited (formerly Escotel Mobile Communications Limited)
Zero percent Unsecured Subordinated Bond (Refer Note 5) 175.74 –

The Faridabad Central Co-operative Consumers Stores Limited
447 Equity Shares of Rs. 10 each fully paid – –

[Current period (Rs. 4,917), Previous year (Rs. 4,917)]

Unit Trust of India
– Units under US-64 Scheme of Rs.10 each – 12.37

(80,66,152 Units sold during the period)

1,830 Units under Venture Capital Unit Scheme - 1990 0.02 0.02
(VECAUS - II) of Rs. 100 each fully paid

Credit Capital Finance Corporation Limited
100 Equity Shares of Rs. 10 each fully paid – –

[Current year ( Rs. 1,000), Previous year (Rs. 1,000)]

INAPEX Limited (formerly INAPEX Auto Products Exports Limited)
– Equity Shares of Rs. 10 each fully paid – 0.06

(60,000 Equity Shares  buy-back during the period)

680.26 623.90

Less : Provision for diminution in value of Investments in :
Escorts Electronics Limited (in liquidation) (0.32) (0.32)
Drillmac Limited (in liquidation) (0.02) (0.02)
Units Trust of India - US-64 Scheme – (4.30)
Esconet Services Limited (10.04) –
Escorts Telecommunications Limited (57.00) –

Total 612.88 619.26

NOTES :

1. Quoted Investments :

Book Value 4.15 4.15

Market Value 3.20 1.90

2. Unquoted Investments

At cost 676.11 619.75

3. Other than the provision made in respect of permanent diminution in value of investments, there is no investment, which in the opinion
of the management has suffered a diminution other than temporary in nature.

4. The following investments have been pledged:

a) 16,00,000 shares of Escorts Heart Institute & Research Centre Limited have been pledged with Life Insurance Corporation of India.

b) 30,00,000 shares of Carraro India Limited have been pledged with HDFC Bank.

c) 59,99,830 shares of Escorts Telecommunications Limited (ETL) are pledged with Infrastructure Development Finance Company
Limited to secure guarantee assistance and loans for ETL.

d) 37,52,492 shares of Hughes Escorts Communicatons Limited are being held by Escrow Agent pending settlement of the
repurchase of shares by the Company. (Refer Note 10 in Schedule 18)

5. Investment in the Bond issued by Idea Mobile Communication Limited has been made in pursuance of the agreement for sale of entire
interest of the Company in Escotel Mobile Communications Limited, a former joint venture. The Company has since obtained the
approval of shareholders for making this investment. (Refer Note 9 in Schedule 18).
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SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 7 : CURRENT ASSETS

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Interest/Dividend accrued on Investments and Deposits 0.12 0.25

Stocks (as taken, valued and certified by the Management)
Raw Material and Components 70.76 65.14
Finished & Trading Goods 24.07 32.93
Work-in-Progress 7.59 6.85
Stores and Machinery Spares 8.12 7.85
Loose Tools 10.03 9.72

120.57 122.49
Less : Provision for Obsolescence of Inventory 0.53 3.06

120.04 119.43

Sundry Debtors
Debts outstanding for over six months

Secured 1.16 1.33
Unsecured - Considered Good 50.64 58.71

- Considered Doubtful 20.04 13.00

71.84 73.04
Less : Provision for Doubtful Debts 20.04 13.00

51.80 60.04

Other Debts
Secured 14.80 2.27
Unsecured - Considered Good 187.32 194.45

- Considered Doubtful – 0.14

202.12 196.86
Less : Provision for Doubtful Debts – 0.14

202.12 196.72

Cash & Bank Balances
Cash in Hand 0.44 1.14
Cheques in hand and in transit 0.67 2.94
Banks :

On Current/Cash Credit accounts with Scheduled Banks 11.40 18.04
On Short term/Fixed Deposit with Scheduled Banks

Pledged with Banks 3.33 58.41
Others 11.28 3.00

In Post Office Savings Bank Accounts 0.01 0.01
(Pledged as security with Government Authorities)

27.13 83.54

Total 401.21 459.98

NOTES :
1. Debts from Subsidiary Companies: 10.93 8.54
2. Other Debts include balances due from:

- a Private Company in which a Director is a Director
Joint Investments Private Limited – 14.22

- a Company under the same management
Goetze (India) Limited – 15.80
(ceased to be such w.e.f. 29th January, 2004)
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SCHEDULE 8 : LOANS & ADVANCES

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Loans :
Unsecured - Considered Good 95.37 337.03

- Considered Doubtful 13.45 0.52

108.82 337.55
Less : Provision for doubtful Loans 13.45 95.37 0.52 337.03

Inter-Corporate Deposits :
Unsecured - Considered Good – –

- Considered Doubtful 0.51 1.11

0.51 1.11
Less : Provision for doubtful Inter-Corporate Deposits 0.51 – 1.11 –

Advances recoverable in cash or in kind or for value to be received :
Unsecured - Considered Good 116.89 84.65

- Considered Doubtful 133.42 6.27

250.31 90.92
Less : Provision for doubtful Advances 133.42 116.89 6.27 84.65

Deposits :
Deposits - Considered Good 8.47 5.64

- Considered Doubtful 0.08 0.09

8.55 5.73
Less : Provision for doubtful Deposits 0.08 8.47 0.09 5.64

Total 220.73 427.32

NOTES : (Rs. Crores)

On account Maximum balance On account Maximum balance
of loans/ outstanding at any of loans/ outstanding at any

advances as time during the advances as time during the
on 30.06.2004 period on 31.03.2003 year

1. Balance due from :
Companies under the same management

Goetze (India) Limited (ceased to be such – 0.61 0.01 4.56
w.e.f. 29th January, 2004)

Subsidiary Companies
Escosoft Technologies Limited 2.75 2.86 1.93 1.93
Esconet Services Limited 5.90 22.12 20.25 45.25
Escorts Automotives Limited 77.09 79.67 72.15 72.15
Escorts Telecommunications Limited 139.53 139.67 76.61 127.61
Escorts Telecom Services Limited – 0.01 0.01 0.01
Escorts Construction Equipment Limited 0.04 30.33 24.76 27.45
Escotel Mobile Communications Limited – 87.86 87.86 89.88

(ceased to be a subsidiary w.e.f. 10th June, 2004)
Escorts Hospital & Research Centre Limited 0.10 0.20 0.20 0.22
Escorts Heart Institute & Research Centre Limited – 0.34 – 0.34
Escorts Securities Limited 0.86 0.89 0.84 0.85
Escorts Assets Management Limited 0.07 0.12 0.12 0.12
Cellnext Solutions Limited 0.06 0.06 0.06 0.06
iServ India Solutions Private Limited Rs. 1,116 0.01 0.01 0.03
Automatrix India Private Limited Rs. 24,529 0.01 – 0.04
Escorts Healthcare Services Limited Rs. 5,665 Rs. 5,665 – –
Due from Directors – – – 1.87

2. In respect of Inter-Corporate deposits earlier placed with third parties though the principal amounts have been received, the
interest accrued and due on these deposits amounting to Rs. 1.14 crores is still pending recovery. Adequate provision amounting
to Rs. 1.14 crore has been made.
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SCHEDULE 9 : CURRENT LIABILITIES & PROVISIONS

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

CURRENT LIABILITIES
Acceptances 59.69 80.34
Sundry Creditors

SSI Undertakings 28.60 13.39
Others 181.44 210.04 172.40 185.79

Subsidiary Companies – 0.03
Advance Payments 1.52 1.32
Liability towards Investors Education and Protection Fund under
Section 205C of the Companies Act, 1956 will be determined
on the respective due dates
i) Unpaid Dividends 1.76 1.75
ii) Unpaid Matured Deposits 4.67 2.83
iii) Unpaid Matured Debentures 1.04 1.24
iv) Unpaid Matured Secured Premium Notes 0.13 0.14
v) Interest accrued on (i) to (iv) above 0.47 8.07 0.40 6.36
Other Liabilities 53.81 17.06
Interest accrued but not due on loans 10.83 11.12

343.96 302.02

PROVISIONS
Leave Encashment 5.61 4.11
Taxation 276.01 276.01
Less : Advance Income Tax 250.92 25.09 248.30 27.71

Proposed Dividend – 7.22
Dividend Tax – 0.93

30.70 39.97

Total 374.66 341.99

NOTES :
1. Estimated amounts of contracts remaining to be executed on capital account

and not provided for 3.97 8.06

2. * Claims not acknowledged as debts 0.55 0.56

3. There is a Contingent liability of :

* (a) Excise duty demands not acknowledged as liability 43.89 26.71

* (b) ESI additional demand not acknowledged as liability 11.71 6.11

* (c) Sales Tax demand not acknowledged as liability 0.92 0.92

* (d) Pending Legal Cases - Personnel 3.19 1.13

* (e) Demand raised by Faridabad Municipal Corporation for external development 2.38 2.38
charges where the Company is in litigation

@ (f) Demand raised by Income Tax Department, disputed by the Company and 45.00 –
appeal has been filed

Gross 107.09 37.25

Net of Tax 67.90 23.56
(g) Guarantees executed in favour of Customs/Excise Authorities 9.04 11.16

* The amounts indicated as contingent liability or claims against the Company only reflect the basic value. Interest or legal costs, being

indeterminable are not considered.
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SCHEDULE 9 : CURRENT LIABILITIES & PROVISIONS (Contd.)

@ In a recently concluded assessment for the year ending 31.3.2001, an addition of Rs. 88 crores has been made by Income Tax

Department, being 80% of the net worth of Escorts Heart Institute & Research Centre Limited, which is a subsidiary along with few

other disallowances and hence created a demand of Rs. 53.08 crores. After first appeal considering  the relief allowed by CIT(A), the

revised demand works out to Rs. 45.00 crores. The Appeal is pending before the Income Tax Tribunal. According to the Company,

this demand shall not survive after the appeals since it is highly contentious and debatable. However, an amount of Rs. 33.17 crores

has been adjusted/paid till date under protest.

4. The Company has given guarantees on behalf of Escorts Telecommunications Limited amounting to Rs. 27.50 crores to various

banks/financial institutions in respect of rupee loans/performance guarantee given by them to Department of Telecommunications

(DOT). The value of guarantees actually utilised as on 30.06.2004 were Rs. 27.50 crores.

(Also refer to Note 9 in Schedule 18)

5. The Company has given guarantees on behalf of Escorts Construction Equipment Limited to Bank of Baroda as the lead bank for

consortium of banks for Rs. 29.00 crores and to Technology Information Forecasting and Assessment Council of India (TIFAC) for

Rs. 2.31 crores, to Canara Bank for Rs 0.75 crores and to Allahabad Bank for Rs 4.50 crores for credit facilities. The value of

guarantees actually utilised as on 30.06.2004 were Rs. 19.24 crores. The Company has given undertaking to Hongkong & Shanghai

Banking Corporation against Letter of Credit opened by Escorts Construction Equipment Limited. The value of such Letters of Credit

is Rs. 0.06 crores as on 30.06.2004.

6. The Company has given a guarantee on behalf of iServ India Solutions Private Limited to HDFC Bank Limited for Rs. 2.00 crores for

credit facilities granted to them.

The value of guarantee actually utilised as on 30.06.2004 was Rs. 2.00 crores.

7. The Company has given a guarantee on behalf of Escosoft Technologies Limited to HDFC Bank Limited for Rs. 5.00 crores for credit

facilities granted to them.

The value of guarantee actually utilised as on 30.06.2004 was Rs. 3.00 crores.

8. An amount of Rs. 28.60 crores is outstanding dues of SSI Undertakings. The names of SSI Undertakings  where the outstanding is

more than 30 days as at June 30, 2004 are given in  Schedule 18, Note 15.
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SCHEDULE 10 : BUSINESS INCOME

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Commission * 0.37 1.56

Erection & Servicing 1.09 0.29

Surplus on Sale of Assets (Net) – 0.31

Cash Subsidy/Duty Drawback 4.52 1.68

Scrap Sale 2.12 1.44

Unclaimed Balances written back 0.36 0.09

Provisions no longer required written back 3.33 4.50

Royalty Income 0.33 1.62

Others * 10.62 9.03

(includes rent and other recovery of services from Group Companies)

Total 22.74 20.52

* Income Tax deducted at source 0.67 0.74

SCHEDULE 11 : INCOME FROM INVESTMENTS

Period ended Year ended

30.06.2004 31.03.2003

Rs. Crores Rs. Crores

Dividends :

Long Term Investments

Trade Investments * – 0.69

Other Investments * 0.18 0.18 67.31 68.00

Surplus on Sale of Investments :

Non-Trade

Long Term Investments – 205.42

Current Investments 0.03 0.03 0.33 205.75

Total 0.21 273.75

* Income Tax deducted at source – 7.14
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SCHEDULE 12 : MATERIAL, MANUFACTURING AND OPERATING EXPENSES

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

A. Raw Material & Components Consumed
Opening Stock 65.14 45.72
Add : Purchases 673.50 415.55

738.64 461.27
Less : Closing Stock 70.76 667.88 65.14 396.13

B. Finished & Trading Goods and Work-in-progress consumed
Opening Stock
Finished & Trading Goods 32.93 47.97
Work-in-Progress 6.85 6.85

39.78 54.82
Add : Purchases 64.21 99.01
Less : Capitalised 11.77 –

92.22 153.83
Less : Closing Stock
Finished & Trading Goods 24.07 32.93
Work-in-Progress 7.59 60.56 6.85 114.05

Material Consumed 728.44 510.18
Excise duty on increase/(decrease) in stock of finished goods 0.03 (5.30)
Stores, Spares and Tools 14.45 9.59
Lease Charges on Plant & Machinery – 1.19
Power and Fuel 24.08 16.31
Repairs to Building 5.08 4.98
Repairs to Machinery 9.89 9.35
Water 0.01 0.05

Total 781.98 546.35

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

NOTES :
1. Company’s own manufactured spare parts have been

classified under trading goods.
2. Consumption includes : Adjustment for previous year – 0.03

: Inventory write off 0.24 0.23

SCHEDULE 13 : PERSONNEL

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Salary, Wages and Bonus 132.61 107.51
Contribution to Gratuity Fund 5.17 5.85
Contribution to Superannuation Fund 33.58* 11.07
Contribution to Provident Fund and other Funds 9.08 7.07
Staff Welfare Expenses 29.29 21.81

Total 209.73 153.31

* Includes provision of contribution to Superannuation Fund determined on the basis of actuarial valuation which is higher due to
number of factors including worsening of LIC annuity rates effective from November 1, 2003 as well as declining trend in the market
interest rates, impact of deed of variation in the benefits to senior and supervisory staff consequent to shifting from a defined benefit
scheme to a contribution defined/hybrid scheme and retirement of some senior managers including premature retirement of a
managing director.
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SCHEDULE 14 : SALES AND ADMINISTRATION EXPENSES

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Erection & Servicing 0.19 0.13

Warranties 6.38 5.86

Rent (Net) 4.88 4.43

Rates and Taxes 1.17 0.76

Insurance 4.37 3.39

Bank and Finance Charges 29.40 27.34

Travelling & Conveyance 16.01 14.04

Printing & Stationery 2.22 2.37

Postage, Telegrams and Telephones 5.17 4.53

Repairs and Maintenance 5.54 5.35

Audit Fee & Legal Expenses 7.95 8.45

Entertainment 0.61 0.60

Commission, Discount and Brokerage 42.10 20.47

Advertisement 14.55 14.46

Royalty 4.06 3.40

Packing, Freight & Forwarding 27.73 16.71

Sales & Purchase Tax 1.01 1.88

Directors Fee & Commission 0.03 0.02

Loss on Sale of Assets (Net) 2.56 –

General 8.33 6.47

Exchange variation (Net) 2.53 0.61

Amount written off 0.90 0.68

Less : Provisions created in earlier years 0.71 0.19 0.29 0.39

Loss on Sales of Investment 4.34 –

Less : Provisions created in earlier years 4.30 0.04 – –

Provision for Obsolescence of Inventory 0.29 3.06

Provision for Doubtful Debts/Advances/Deposits 7.68 6.46

Provision for Impairment in value of Fixed Assets 1.04 –

Total 196.03 151.18

Period ended Year ended

30.06.2004 31.03.2003

Rs. Crores Rs. Crores

NOTES :
1. Audit Fee and Legal Expenses include payments/provisions to Auditors for :

(a) Audit Fee 0.28 0.28

(b) Tax Audit Fee 0.08 0.08

(c) In Other Capacity

Limited review of quarterly results 0.15 0.07

Certification and Other Services 0.08 0.07

(d) Service Tax 0.05 0.02

(e) Out of Pocket Expenses 0.02 0.02

2. Cost Audit Fee 0.01 0.01

3. General includes Charity & Donations – 0.27

4. Sales & Administration Expenses include Lease Charges 0.13 0.49
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SCHEDULE 15 : INTEREST

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Interest Expenses on :

Fixed Period Loans and Debentures 92.81 72.93

Others 36.19 32.88

129.00 105.81

Less : Interest Income *

On Loans to Group Companies 8.19 21.12

Others (includes interest on income tax refunds, housing loans 19.15 27.34 18.16 39.28

to employees and dealer overdues etc.)

Total 101.66 66.53

* Income tax deducted at source 2.00 5.44

SCHEDULE 16 : AMORTISATION OF MISCELLANEOUS EXPENDITURE

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Voluntary Retirement Scheme 8.16 7.17

Miscellaneous Expenditure written-off 4.47 4.59

Total 12.63 11.76
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SCHEDULE 17 : SIGNIFICANT ACCOUNTING POLICIES

1. ACCOUNTING CONVENTION

The financial statements are prepared under the historical cost convention in accordance with applicable accounting standards and
relevant provisions of the Companies Act, 1956.

2. FIXED ASSETS AND DEPRECIATION & AMORTISATION

i) Tangible

Fixed assets are stated at cost or at replacement cost in case of revaluation, less accumulated depreciation.

Depreciation & Amortisation

a. Depreciation on Plant and Machinery is provided on Straight Line Method.

b. Depreciation on all other Fixed Assets is calculated on the basis of Diminishing Balance Method at the rates prescribed
in Schedule XIV of the Companies Act, 1956 except Leasehold Land which is amortised over the lease period.

c. The depreciation on assets acquired/sold/discarded/demolished during the year is provided from/upto the month the
asset is commissioned/sold or discarded.

d. Leasehold Improvements are written off over a period of six years.

ii) Intangible

In accordance with Accounting Standard (AS)-26 Intangible Assets are valued at cost less accumulated amortisation and any
impairment losses.

a. Prototypes including work-in-progress developed during Research and Development and advances given for tooling are
written off over a period of four years.

b. Technical know-how fee and expenditure on major Software products is written off over a period of six years.

3. INVENTORY VALUATION

Raw Material and Components, Stores and Machinery Spares are stated at lower of cost and net realisable value.

Loose Tools are stated at cost or under.

Work-in-Progress, Finished and Trading goods/Spare Parts are stated at lower of cost and net realisable value.

In determining the cost of Raw Materials and Components, Tools, Jigs and Dies, Stores and Machinery Spares, Weighted Average
Cost Method is used while in the case of Trading goods FIFO Method is used.

Work in Progress and Finished Goods include cost of conversion and other costs incurred in bringing the Inventories to their present
location and condition.

4. RETIREMENT BENEFITS

The liability on account of Superannuation and Gratuity is provided on the basis of actuarial valuation.

5. LEAVE ENCASHMENT

The provision in accounts for leave encashment benefit to employees is based on actuarial valuation.

6. FOREIGN EXCHANGE FLUCTUATION

Transactions in foreign currency are recorded at the exchange rates prevailing at the dates of the transactions. Gains/losses arising
out of fluctuation in exchange rates on settlement are recognised in the Profit & Loss account, except in case of fixed assets where
such gains/losses are adjusted to the carrying cost of the respective assets.

Foreign currency monetary assets & liabilities are restated at the exchange rate prevailing at the year end and the overall net gain/
loss is adjusted to the Profit & Loss Account, except in case of liabilities relating to acquisition of fixed assets which are adjusted to
the carrying cost of the respective assets.

In case of Forward Exchange Contracts, the difference between the forward rate and the exchange rate at the date of transaction
is recognised in the Profit & Loss account over the life of the contract, except in case of liabilities relating to acquisition of fixed assets
which are adjusted to the carrying cost of the respective assets.

7. INVESTMENTS

Investments intended to be held for less than one year are classified as current investments and are carried at lower of cost or
market value. All other investments are classified as long term investments and are carried at cost. Investments in foreign
companies are stated at the exchange rates prevailing on the date of investment.

A provision for diminution is made to recognise a decline other than temporary in the value of long term investments.

SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT
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SCHEDULE 18 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT

2003-2004 2002-2003
Rs. Crores Rs. Crores

1. Computation of Net Profit in accordance with Section 198 of the
Companies Act, 1956 for calculation of Managerial Remuneration
Profit/(Loss) as per Profit & Loss Account (421.74) 22.26
Add : Directors remuneration 0.81 0.95

Directors Sitting Fee 0.03 0.02

(420.90) 23.23
Less :Profit/(Loss) on Sale/Provision for diminution in the value of Investments,

Loans to Telecom and Other Businesses (185.02) 140.91
Profit/(Loss) on Sale of Other Investments (0.01) 0.33
Profit/(Loss) on Sale of Assets (2.56) (187.59) 0.31 141.55

Net Profit/(Loss) for Section 198 of the Companies Act, 1956 (233.31) (118.32)

Maximum remuneration payable to the Managing/Wholetime Directors – –

Actual remuneration paid to the Managing/Wholetime Directors being 0.81 0.95
minimum remuneration as per Schedule XIII of the Companies Act,
1956 for the period

2. Payments made to Directors :

(a) Salaries 0.81 0.95

(b) Commission – –

(c) Other perquisites – –

(d) Directors’ Sitting Fee 0.03 0.02

3.  Expenses pertaining to previous years :
Personnel Rs. 40,110 0.01
Sales and Administration 8.73 0.24
Operating 0.01 –

8. REVENUE RECOGNITION

Dividend is taken on accrual basis, if declared/received by the time of finalisation of the accounts.

9. BORROWING COSTS

Borrowing costs that are attributable to the acquisition, construction of qualifying assets are capitalised as part of cost of such assets
upto the date the assets are ready for its intended use. All other borrowing costs are recognised as an expense in the year in which
they are incurred.

10. DEFERRED REVENUE EXPENDITURE

Development expenditure represents Project related development expenditure/business process re-engineering consultancy and
market research. Such expenditure is written off over a period of six years.

Advertisement expenses incurred for brand development and promotion are written off over a period of three years.

Payment under Voluntary Retirement Scheme to the direct / indirect employees is written off over a period of five years.

Upfront & Structuring fees are written off during the term of the respective loan.

11. DEFERRED TAX

Deferred Tax is recognised, subject to consideration of prudence, on timing differences, representing the difference between the
taxable income and accounting income that originated in one period and are capable of reversal in one or more subsequent periods.
Deferred Tax assets and liabilities are measured using tax rates and the tax laws that have been enacted or substantively enacted
by the Balance Sheet date.

SCHEDULE 17 : SIGNIFICANT ACCOUNTING POLICIES (Contd.)

SCHEDULES 1-18 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT
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4. Miscellaneous expenditure (to the extent not written off or adjusted) represents :

(a) Development expenditure 7.25 2.82
Add : Additions during the period – 7.35
Less : Written off during the period 3.11 4.14 2.92 7.25

(b) Payments under Voluntary Retirement Scheme 11.46 12.47
Add : Additions during the period 7.36 6.16
Less : Written off during the period 8.16 10.66 7.17 11.46

(c) Upfront Fee 1.60 2.95
Add : Additions during the period – 0.32
Less : Written off during the period 1.36 0.24 1.67 1.60

15.04 20.31

In Rupees In Rupees

5. Profit & Loss Account of Agricultural business is as follows :
Opening Stock – 80,785.00
Expenses 347,762.00 129,392.00
Sales and Other Income 321,046.00 219,789.00
Closing Stock 30,000.00 –

Net Profit/(Loss) 3,284.00 9,612.00

6. As on 30th June, 2004 the Company has discounted and factored the sales debts of tractors and spare parts of Rs. 69.51 crores
and assigned them in favour of various Banks and Institutions.

Since the above sums are received against the specific debt, the Company has netted these amounts from the figures of outstanding
Sales debt as on 30.06.2004. The full amount has since been repaid.

7. The Company has taken endowment/keyman insurance policies on the life of its Senior Executives including the Managing Directors.
Some of these policies have been assigned to the Executives and Managing Directors. The consideration for such assignment is the
guaranteed surrender value as certified by the Life Insurance Corporation of India. The Company has been advised that such
surrender value is adequate consideration for the transfer and on receipt thereof, there is no benefit accruing as remuneration under
the Companies Act, 1956 or the Income Tax Act, 1961.

8 . The Company has been advised by two eminent legal experts that payment and/or acceptance of liability in excess of the normal
contribution by the Company to the Superannuation Trust on account of the outgoing Managing Director does not constitute
managerial remuneration in accordance with Schedule XIII of the Companies Act, 1956. The Company has also relied on these
opinions in respect of other Whole Time Directors.

9. The Company entered into an agreement on the 15th of January, 2004 to divest its entire holding of equity in the telecom subsidiary
Companies i.e. Escotel Mobile Communications Limited (EMCL) and Escorts Telecommunications Limited (ETL). The sale transaction
in case of EMCL has been completed on 10th June, 2004 and the ETL transaction is yet to be completed. The net loss of Rs. 177.61
crores arising on account of the loss of investment as well as for loans given to the above two mentioned subsidiaries, has been
provided during the period. The loss is after taking into account the gain of Rs. 88.11 crores arising from the assignment of the
shareholders’ subordinated debt by the joint venture partner in favour of Escorts Limited. The consequential aggregate shareholders’
subordinated debt of Rs. 175.74 crores is redeemable in January, 2014. However, the borrower EMCL has an option of early
redemption at a discount rate of 10.50% per annum and the Company has a put option in January 2010. This Subordinated Debt
(Bond) of Rs. 175.74  crores is included in ‘Investments’ (Schedule 6).

10. Consequent to an agreement dated 31st March, 2000 between the Company and Hughes Network Systems (HNS), the joint venture
partner of the company in Hughes Escorts Communication Limited (HECL), and ICICI Bank Ltd. (ICICI), the Company sold 34,50,000
equity shares of HECL to Escorts Motors Limited (EML). HNS and ICICI thereafter subscribed to the equity share capital of EML equally
to hold 98% of its total equity share capital. Under the terms of the agreement, the Company had given an assurance to HNS and ICICI
of a minimum return compounded annually for a period of four years . On the other hand, the Company had been assured by both HNS
and ICICI severally that gain on disinvestment of the said HECL equity shares over the assured minimum return will be shared by them
equally with the Company. Subsequent to 31st March, 2004, the Company has in terms of earlier agreement agreed to purchase the
49% holding in EML from ICICI and has advanced Rs. 68 crores towards it which has been grouped under ‘Advances recoverable in
cash or kind’ in Schedule 8 ‘Loans & Advances’. The agreement with HNS has been extended till 31st March, 2005, however, the
assurance of return has ceased accruing on 31st March, 2003.  However discussions are being held to finalise the terms.
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11. During the year, the Company has divested 1,60,00,000 shares in Escorts Hospital & Research Centre Limited, Faridabad at book
value of Rs. 16 crores.

12. Deferred Tax

The deferred tax liability as at 30th June, 2004 comprises of the following :
(Rs. Crores)

Deferred tax (Charge)/credit Deferred tax assets/
Particulars assets/(liabilities) during the period (liabilities) as at

 as at 01.04.2003 30.06.2004

Depreciation (87.34) 5.57 (81.77)
Deferred revenue expenditure (7.37) 3.35 (4.02)
Disallowance u/s 43B 4.70 12.80 17.50
Provision for Doubtful Debts/Loans & Advances 8.90 52.41 61.31
Unabsorbed Loss 4.43 34.07 38.50

Total (76.68) 108.20 31.52

13. Related party disclosures (as identified and certified by the management)

Related party disclosures as required under Accounting Standard on “Related Party Disclosures” issued by the Institute of Chartered
Accountants of India are given hereunder:

(i) Subsidiary Companies
Domestic

Escorts Construction Equipment Limited Cellnext Solutions Limited
Escorts Automotives Limited iServ India Solutions Private Limited
Escorts Securities Limited Automatrix India Private Limited
Escorts Asset Management Limited Escorts Telecommunications Limited
Escorts Healthcare Services Limited Escorts Telecom Services Limited
Escorts Heart and Super Speciality Institute Limited, Jaipur IFS Solutions India Pvt. Limited
Escorts Hospital & Research Centre Limited, Faridabad Escotel Mobile Communications Limited
Escorts Heart Institute & Research Centre Limited, New Delhi (ceased to be subsidiary w.e.f 10th June 2004)
Escorts Heart and Super Speciality Institute Limited, Amritsar Escosoft Technologies Limited
Escorts Heart Centre Limited, Kanpur CA Escosoft Limited
Esconet Services Limited

Overseas
Esoft (Mauritius) Holdings Limited Escorts Agri Machinery Inc.
Escosoft Technologies (UK) Private Limited Farmtrac Escorts Europe Sp. z.o.o
Escosoft Technologies (USA) Limited (formerly Pol-Mot Escorts Spolka z.o.o)
Escosoft Singapore Pte. Limited

(ii) Joint Ventures and Associates

Domestic
Carraro India Limited Escorts Motors Limited
Hughes Escorts Communications Limited Escorts Consumer Credit Limited
Escotrac Finance & Investments Private Limited Escotoonz Entertainment Pvt. Limited
Escorts Finance Investment & Leasing Private Limited Escorts Finance Limited
Escorts Auto Components Limited (ceased to be an associate w.e.f. 9th Jan. 2004)
(ceased to be an associate w.e.f. 25th June, 2004)

Overseas
Long Agri Business LLC, USA

(iii) Key Management personnel (Whole-time Directors)
Mr. Rajan Nanda
Mr. Anil Nanda (upto 29th January, 2004)
Mr. Nikhil Nanda
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SCHEDULE 18 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)

(iv) Related Party Transactions :

TRANSACTIONS WITH SUBSIDIARIES

Nature of Transactions Escorts Escorts Escorts iServ Escorts Escosoft Esconet Cellnext Escorts
 Automotives Construc- Hospital & India Heart Techno- Services Solutions Securities

Ltd.  tion Research Solutions Institute & logies Ltd. Ltd. Ltd.
Equipment Centre Ltd.  Research Ltd.

Ltd. Ltd. Centre
Ltd.

Sale of goods - 5.54 - - - - - - -
- (2.57) - - - - - - -

Rendering of services (Income) 0.07 1.16 0.27 - 0.36 0.02 - - 0.04
(0.04) (0.92) (0.20) - (0.30) (0.07) (0.14) - (0.25)

Rent Income - 0.81 - 0.01 0.03 0.12 - - -
- (0.61) - (0.01) (0.02) (0.12) (0.14) - -

Interest Income 7.32 - - - - 0.17 0.70 - -
(5.08) - - - - - (5.87) - -

Amount written back - - - - - - - - -
- - - - - - - - -

Purchases of goods - 0.49 - - - - - - -
- (0.32) - - - (0.60) - - -

Receiving of services - - 0.21 0.08 - 0.45 - - -
(0.22) - (0.15) (0.09) - (0.31) - - -

Financial transactions
a) Interest expense - - 0.17 - 3.66 - - - -

- - - - (2.56) - - - -
b) Discounting charges paid - - - - - - - - -

- - - - - - - - -
Management contracts including for
deputation of employees - - 0.09 - 0.40 0.98 - - -

- - (0.05) - (0.28) (0.49) (0.45) - -
Fixed assets

Purchase of Fixed Assets - - - 0.01 - - - - -
- - - - - - - - -

Sale of Fixed Assets - - - - - - - - -
- - - - - - - - -

Leasing or hire purchase arrangements - - - - - - - - -
- - - - - - - - -

Investments
Balance as at 1st April 2003 23.66 39.00 16.00 - 1.60 15.05 55.00 - 1.20
Purchased during the period - 31.81 - - - - 14.30 - -

- - - - - (25.00) - - -
Sold during the period - - 16.00 - - - - - -

- - - - - - - - -
Balance as at 30th June 2004 23.66 70.81 - - 1.60 15.05 69.30 - 1.20

(23.66) (39.00) (16.00) - (1.60) (15.05) (55.00) - (1.20)
Loans/ICD Given

Balance as at 1st April 2003 65.13 21.59 - - - - 14.24 - -
Given/Additions during the period 4.27 - - - - - 0.06 - -

- (10.00) - - - - (14.25) - -
Returned/Adjusted during the period 0.99 21.59 - - - - 14.30 - -

(0.19) (4.05) - - - - - - -
Balance as at 30th June 2004 68.41 - - - - - - - -

(65.13) (21.59) - - - - (14.24) - -
Advances Given (incl. Running accounts)

Balance as at 1st April 2003 6.98 3.17 0.20 0.01 - 1.86 6.01 0.06 0.84
Additions during the period 7.42 0.13 0.63 0.01 - 1.84 0.84 0.01 0.04

(5.43) (2.97) (0.34) (0.03) - (1.03) (8.46) (0.02) (0.28)
Reductions/Adjustments during the period 5.72 3.26 0.73 0.02 - 0.95 0.95 0.01 0.02

(1.22) (2.95) (0.20) (0.03) - (0.67) (4.12) - (0.23)
Balance as at 30th June 2004 8.68 0.04 0.10 - - 2.75 5.90 0.06 0.86

(6.98) (3.17) (0.20) (0.01) - (1.86) (6.01) (0.06) (0.84)
Advance towards Share Application Money/
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(Rs. Crores)

Escorts Escorts Automatrix   Escotel Escorts Escorts   Farmtrac        IFS Escorts    Escorts Total
Assets Telecom India Mobile Telecomm- Agri Escorts Solutions Healthcare Claas

Management Services Pvt. Ltd. Communi- unications Machinery Europe India Services Ltd.3

Ltd. Ltd. cations Ltd. Inc. Sp z.o.o Pvt. Ltd. Ltd.
Ltd.2 (formerly

Pol Mot
Spolka
z.o.o)

- - - - - - 15.12 - - - 20.66
- - - - - - (6.04) - - - (8.61)
- - - 0.25 - - - - - - 2.17
- - - (0.38) - - - - - - (2.30)
- - - - - - - - - - 0.97
- - - - - - - - - (0.11) (1.01)
- - - - - - - - - - 8.19
- - - - (6.27) - - - - - (17.22)
- - - - - - - - - - -
- - - - - - - - - -
- - - - - - - - - - 0.49
- - - - - - - - - (4.85) (5.77)
- - - - - - - 0.08 - - 0.82
- - - - - - - - - - (0.77)

- - - - - - - - - - 3.83
- - - - - - - - - (0.27) (2.83)
- - - - - - - - - - -
- - - - - - - - - - -

- - - 0.92 - - - - - - 2.39
- - - (0.26) - - - - - - (1.53)

- - - - - - - - - - 0.01
- - - - - - - - - - -
- - - - - - - - - - -
- - - - - - - - - - -
- - - - - - - - - - -
- - - - - - - - - - -

3.00 0.05 - 186.66 57.00 41.63 - - 0.05 - 439.90
- - - 81.60 - - - - - - 127.71
- (0.05) - - (51.00) - - - (0.05) - (76.10)
- - - 268.26 - - - - - - 284.26
- - - - - - - - - (4.20) (4.20)

3.00 0.05 - - 57.00 41.63 - - 0.05 - 283.35
(3.00) (0.05) - (186.66) (57.00) (41.63) - - (0.05) - (439.90)

- - - 87.63 70.40 - - - - - 258.99
- - - - 80.00 - - - - - 84.33
- - - - (70.40) - - - - - (94.65)
- - - 87.63 137.47 - - - - - 261.98
- - - - - - - - - - (4.24)
- - - - 12.93 - - - - - 81.34
- - - (87.63) (70.40) - - - - - (258.99)

0.05 - - 0.23 6.21 - - - - - 25.62
0.07 - - 1.36 222.36 - - - - - 234.71

- - (0.04) (0.65) (6.49) - - - - (0.32) (26.06)
0.05 - - 1.59 101.97 - - - - - 115.27

- - (0.04) (2.67) (1.32) - - - - (0.43) (13.88)
0.07 - - - 126.60 - - - - - 145.06

(0.05) - - (0.23) (6.21) - - - - - (25.62)
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Advance towards Share Application Money/
  Purchase of Investments

Balance as at 1st April 2003 - - - - - - - - -
Additions during the period - - - - - - 1.81 - -

- - - - - - (1.77) - -
Reductions during the period - - - - - - 1.81 - -

- - - - - - (39.24) - -
Balance as at 30th June 2004 - - - - - - - - -

- - - - - - - - -
Receivables/Debtors

Balance as at 1st April 2003 - 5.96 - - - - - - -
Additions during the period - 8.04 - - - - - - -

- (4.87) - - - - - - -
Realizations during the period - 14.00 - - - - - - -

- (5.61) - - - - - - -
Balance as at 30th June 2004 - - - - - - - - -

- (5.96) - - - - - - -
Borrowings /Loans taken

Balance as at 1st April 2003 - - - - 22.00 - - - -
Availed during the period - - 2.50 - 12.50 - - - -

- - - - (2.00) - - - -
Repaid during the period - - 2.50 - 21.00 - - - -

- - - - - - - - -
Balance as at 30th June 2004 - - - - 13.50 - - - -

- - - - (22.00) - - - -
Payables

Balance as at 1st April 2003 - 0.14 0.04 0.01 0.31 - - - -
Additions during the period - 1.78 0.27 0.12 3.89 0.07 - - -

- (0.01) (0.13) (0.11) (1.36) (0.60) - - -
Payments made during the period - 0.14 0.28 0.10 3.93 0.07 - - -

- - (0.10) (0.10) (1.31) (0.60) - - -
Balance as at 30th June 2004 - 1.78 0.03 0.03 0.27 - - - -

- (0.14) (0.04) (0.01) (0.31) - - - -
Guarantees - 19.30 - - - 3.00 - - -

- (19.32) (4.00) (2.00) - (3.27) - - -
Provisions (Debts/Loans/Advances/
Deposits/Investments)

Balance as at 1st April 2003 - - - - - - - - -
Additions during the period - - - - - - 5.41 - -

- - - - - - - - -
Write off out of existing Provisions - - - - - - - - -

- - - - - - - - -
Write back of Provisions - - - - - - - - -

- - - - - - - - -
Balance as at 30th June 2004 - - - - - - 5.41 - -

- - - - - - - - -
Amounts directly written off - - - - - - - - -

NOTES :
1. The previous year figures have been re-classified to the extent these pertain to Farmtrac Escorts Europe Sp z.o.o (formerly Pol-Mot Escorts Spolka z.o.o)

due to change in relationship.
2. Ceased to be a subsidiary w.e.f. 10th June 2004. However, full amount of income and expense transactions for the period have been disclosed.
3. Ceased to be a related party during  2002-03. Hence disclosures for current period not applicable.
4. Figures in brackets pertain to previous year.

TRANSACTIONS WITH SUBSIDIARIES (Contd.)

Nature of Transactions Escorts Escorts Escorts iServ Escorts Escosoft Esconet Cellnext Escorts
 Automotives Construc- Hospital & India Heart Techno- Services Solutions Securities

Ltd.  tion Research Solutions Institute & logies Ltd. Ltd. Ltd.
Equipment Centre Ltd.  Research Ltd.

Ltd. Ltd. Centre
Ltd.
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- - - - - - - - - - -
- - - - - - - - - - 1.81
- - - - (51.00) - - - - - (52.77)
- - - - - - - - - - 1.81
- - - - (51.00) - - - - - (90.24)
- - - - - - - - - - -
- - - - - - - - - - -

- - - - - 0.02 8.52 - - - 14.50
- - - - - - 15.12 - - - 23.16
- - - - - - (6.04) - - - (10.91)
- - - - - - 12.73 - - - 26.73
- - - - - (46.90) (0.81) - - - (53.32)
- - - - - 0.02 10.91 - - - 10.93
- - - - - (0.02) (8.52) - - - (14.50)

- - - - - - - - - - 22.00
- - - - - - - - - - 15.00
- - - - - - - - - - (2.00)
- - - - - - - - - - 23.50
- - - - - - - - - -
- - - - - - - - - - 13.50
- - - - - - - - - - (22.00)

- - - 0.06 - - - - - - 0.56
0.01 - - - - - - 0.08 - - 6.22

- - - - - - - - - - (2.21)
- - - 0.06 - - - 0.01 - - 4.59
- - - (0.02) - - - - - - (2.13)

0.01 - - - - - - 0.07 - - 2.19
- - - (0.06) - - - - - - (0.56)
- - - - 27.50 - - - - - 49.80
- - - (437.32) (193.50) - - - - - (659.41)

- - - - - - - - - - -
- - - - 197.04 - - - - - 202.45
- - - - - - - - -
- - - - - - - - - - -
- - - - - - - - - -
- - - - - - - - - - -
- - - - - - - - - -
- - - - 197.04 - - - - - 202.45
- - - - - - - - - -
- - - - - - - - - - -

(Rs. Crores)

Escorts Escorts Automatrix   Escotel Escorts Escorts   Farmtrac        IFS Escorts    Escorts Total
Assets Telecom India Mobile Telecomm- Agri Escorts Solutions Healthcare Claas

Management Services Pvt. Ltd. Communi- unications Machinery Europe India Services Ltd. 3

Ltd. Ltd. cations Ltd. Inc. Sp z.o.o Pvt. Ltd. Ltd.
Ltd.2 (formerly

Pol Mot
Spolka
z.o.o)
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TRANSACTIONS WITH JOINT VENTURES (Rs. Crores)

Nature of Transactions Escorts Escotrac Carraro Escorts Hughes     Escorts Escorts Total
Finance Finance & India Motors Escorts Mahle JCB

Investment & Investment Ltd. Ltd. Communi- Ltd.1 Ltd.1

Leasing Pvt. Ltd. cations Ltd.
Ltd.

Sale of goods – – 0.21 – – – – 0.21
– – – – – – – –

Rendering of services (Income) – 0.02 – – 0.10 – – 0.12
– – – – (0.35) (0.38) (0.31) (1.04)

Rent Income – – – – – – – –
– – – – – (0.19) (0.06) (0.25)

Interest income – – – – – – – –
(1.12) (0.47) – – – (1.18) – (2.77)

Dividend Income – – – – 0.18 – – 0.18
– – – – (0.19) – (67.10) (67.29)

Amount written back – – – – – – – –
– – – – – (1.21) – (1.21)

Purchases of goods – – 14.98 – – – – 14.98
– – (5.66) – – (2.17) – (7.83)

Management contracts including
for deputation of employees – – – – – – – –

– – – – – – (0.09) (0.09)
Investments – – – – – – – –

Balance as at 1st April 2003 58.82 73.48 19.60 1.50 3.76 – – 157.16
Purchased during the period 25.00 25.00 – – – – – 50.00

(43.82) (48.44) – – – (47.85) – (140.11)
Sold during the period – – – – – – – –

– – – – – (84.61) (0.32) (84.93)
Balance as at 30th June 2004 83.82 98.48 19.60 1.50 3.76 – – 207.16

(58.82) (73.48) (19.60) (1.50) (3.76) – – (157.16)
Loans/ICD Given

Balance as at 1st April 2003 25.00 25.00 – – – – – 50.00
Given/ Additions during the period – – – – – – – –

(2.02) (0.47) – – – – – (2.49)
Returned during the period 25.00 25.00 – – – – – 50.00

(45.62) (48.73) – – – – – (94.35)
Balance as at 30th June 2004 – – – – – – – –

(25.00) (25.00) – – – – – (50.00)
Advances Given
(incl. Running accounts)

Balance as at 1st April 2003 0.01 0.01 0.34 0.02 0.06 – – 0.44
Additions during the period – 0.02 – – 0.15 – – 0.17

– – – – (0.45) (2.47) (0.28) (3.20)
Reductions during the period 0.01 0.01 0.34 – 0.12 – – 0.48

(1.01) (0.05) – – (0.45) (9.22) (0.35) (11.08)
Balance as at 30th June 2004 – 0.02 – 0.02 0.09 – – 0.13

(0.01) (0.01) (0.34) (0.02) (0.06) – – (0.44)
Receivables/Debtors

Balance as at 1st April 2003 – – – – – – – –
Additions during the period – – 0.21 – – – – 0.21

– – – – – – – –
Realizations during the period – – 0.21 – – – – 0.21

– – – – – – – –
Balance as at 30th June 2004 – – – – – – – –

– – – – – – – –
Payables

Balance as at 1st April 2003 – – 1.93 – – – – 1.93
Additions during the period – 0.02 14.98 – – – – 15.00

– – (5.65) – – – – (5.65)
Payments made during the period – – 16.76 – – – – 16.76

– – (4.30) – – – – (4.30)
Balance as at 30th June 2004 – 0.02 0.15 – – – – 0.17

– – (1.93) – – – – (1.93)
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TRANSACTIONS WITH JOINT VENTURES (Contd.) (Rs. Crores)

Nature of Transactions Escorts Escotrac Carraro Escorts Hughes     Escorts Escorts Total
Finance Finance & India Motors Escorts Mahle JCB

Investment & Investment Ltd. Ltd. Communi- Ltd.1 Ltd.1

Leasing Pvt. Ltd. cations Ltd.
Ltd.

TRANSACTIONS WITH ASSOCIATES
(Rs. Crores)

Nature of Transactions Escorts Auto Escorts Escotoonz Long Agri Goetze
Component Finance Entertainment Business  India

Ltd. 1  Ltd. 2 Pvt. Ltd.  LLC USA  Ltd.3 Total

Sale of goods – – – 56.07 – 56.07
– – – (32.41) (0.01) (32.42)

Rendering of services (Income) 0.16 0.12 – – – 0.28
– (0.45) – – (0.22) (0.67)

Rent Income – 0.03 0.03 – – 0.06
– (0.02) – – (0.31) (0.33)

Dividend Income – – – – – –
– – – – (0.69) (0.69)

Amount written back – – – – – –
– (0.10) – – (0.63) (0.73)

Purchases of goods 0.12 – – – – 0.12
– – – – (3.83) (3.83)

Receiving of services 0.47 0.07 – – – 0.54
(0.26) (0.12) – – – (0.38)

Financial transactions – – – – – –
a) Interest expense – 0.84 – – – 0.84

– (0.18) – – – (0.18)
b) Discounting charges paid – 2.50 – – – 2.50

– (0.12) – – – (0.12)
Management contracts including for
deputation of employees 0.35 – – – – 0.35

(0.36) (0.01) – – (0.11) (0.48)
Fixed assets – – – – – –

Purchase of Fixed Assets – – – – – –
– – – – – –

Sale of Fixed Assets – – – – – –
– – – – – –

Leasing or hire purchase arrangements – 0.09 – – – 0.09
– (0.34) – – – (0.34)

Investments – – – – – –
Balance as at 1st April, 2003 0.40 13.51 – – – 13.91
Purchased during the period – – – – – –

– – – – – –

Provisions (Debts/Loans/Advances/
Deposits/Investments)

Balance as at 1st April 2003 – – – – 0.07 – – 0.07
Additions during the period – – – – – – – –

– – – – – – – –
Write off out of existing Provisions – – – – – – – –

– – – – – (2.53) – (2.53)
Write back of Provisions – – – – – – – –

– – – – – (1.21) – (1.21)
Balance as at 30th June 2004 – – – – 0.07 – – 0.07

– – – – (0.07) – – (0.07)
Amounts directly written off – – – – – – – –

– – – – – (0.02) - (0.02)

NOTE :1) Ceased to be a related party during 2002-03. Hence disclosures for current period not applicable.
2) Figures in brackets pertain to previous year
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Sold/Adjusted during the period 0.40 13.51 – – – 13.91
– – – – (21.33) (21.33)

Balance as at 30th June, 2004 – – – – – –
(0.40) (13.51) – – – (13.91)

Advances Given (incl. Running accounts) – – – – – –
Balance as at 1st April, 2003 0.40 1.88 – – – 2.28
Additions during the period 1.43 0.70 – – – 2.13

(0.62) (0.20) – – (7.86) (8.68)
Returned/Adjusted during the period 1.83 2.58 – – – 4.41

(0.51) (0.18) – – (12.39) (13.08)
Balance as at 30th June, 2004 – – – – – –

(0.40) (1.88) – – – (2.28)
Receivables/Debtors – – – – – –

Balance as at 1st April, 2003 0.11 – – 28.86 – 28.97
Additions during the period 0.35 – 0.10 56.08 – 56.53

(0.25) – – (32.41) – (32.66)
Realizations/Adjustments during the period 0.46 – 0.01 63.54 – 64.01

(0.25) – – (5.75) – (6.00)
Balance as at 30th June, 2004 - – 0.09 21.40 – 21.49

(0.11) – – (28.86) – (28.97)
Payables – – – – – –

Balance as at 1st April, 2003 – 24.21 – – – 24.21
Additions during the period – 161.31 – – – 161.31

– (30.25) – – – (30.25)
Paid/Adjusted during the period – 185.52 – – – 185.52

– (7.24) – – – (7.24)
Balance as at 30th June, 2004 – – – – – –

– (24.21) – – – (24.21)
Provisions (Debts/Loans/Advances/Deposits) – – – – – –

Balance as at 1st April, 2003 – – – – – –
Additions during the period – – – – – –
Write off out of existing Provisions – – – – – –

– – – – (1.54) (1.54)
Write back of Provisions – – – – – –

– (0.10) – – (0.63) (0.73)
Balance as at 30th June, 2004 – – – – – –

Amounts directly written off – – – – – –

NOTES :

1) Ceased to be an Associate w.e.f. 25th June, 2004.
2) Ceased to be an Associate w.e.f. 9th January, 2004.
3) Ceased to be a related party during 2002-03. Hence disclosures for current period not applicable.
4) Full amount of income and expense transactions have been shown in respect of companies which have ceased to be “Associate”

during the period 2003-04.
5) The previous year figures have been re-classified to the extent these pertain to Farmtrac Escorts Europe Sp z.o.o (formerly Pol-Mot

Escorts Spolka z.o.o) due to change in relationship.
6) Figures in brackets pertain to previous year.

TRANSACTIONS WITH KEY MANAGEMENT PERSONNEL (Rs. Crores)

Nature of Transactions Mr. Rajan Nanda Mr. Anil Nanda @ Mr. Nikhil Nanda Total

Managerial Remuneration Paid 0.41 – 0.40 0.81
(0.33) (0.29) (0.33) (0.95)

Assignment of Keyman – – – –
Insurance Policy – – (0.26) (0.26)

@  Key Management Personnel upto 29th January 2004

Note : 1) Figures in brackets pertain to previous year.

TRANSACTIONS WITH ASSOCIATES (Contd.) (Rs. Crores)

Nature of Transactions Escorts Auto Escorts Escotoonz Long Agri Goetze
Component Finance Entertainment Business  India

Ltd. 1  Ltd. 2 Pvt. Ltd.  LLC USA  Ltd.3 Total
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Sr. Name of SSI Undertakings
No.

Sr. Name of SSI Undertakings
No.

Sr. Name of SSI Undertakings
No.

14. Earnings per Share (EPS) Period ended Year ended
 2003-04 2002-03

(a) Net Profit after Tax (Rs. Crores) (313.54) 24.04
(b) Total number of Equity Shares 7,22,32,240 7,22,32,240
(c) Basic and diluted earnings per share (in rupees) (43.41) 3.33

15. The list of Small Scale Industrial Undertakings (SSI) to whom the company owes any sum which is outstanding for more than 30 days
as at 30th June, 2004  are given hereunder :

1 A. J. Tech Equipment
2 A.P. Engineering
3 Acme Engineering Works, Kolkata
4 Akai Metal (India)
5 Albro Forgings
6 Alhind Metal Industries
7 Allena Auto Industries Private Limited
8 Amar Engineering Works
9 Amar Udyog
10 Amritsar Machine Tools
11 Arkey Engg Industries
12 Arvind Engineers
13 Ashoka Bolt House
14 Ashoo Industries
15 Ashumech
16 Asiad Engineering Works Private Limited
17 Assam Bearing Agencies
18 Atop Fasteners Pvt.ltd
19 Auto & General Castings Private Limited
20 Auto General Agencies
21 Auto Tech Engineers
22 B.T. Engineering Works
23 Bajwa Appliances Private Limited
24 Bansal & Bansal Engg. Works
25 Bhatia Electricals Pvt. Ltd.
26 Bony Polymers Limited
27 Cast-E-Cula
28 Centrifugal Casting Company
29 Chandra Automotive Components
30 Chrome Well Industries (P) Ltd.
31 Coolwels Automobile Engineers
32 Dashmesh Enterprise
33 Deep Engineers & Company
34 Delight Pressings
35 Delite Auto Products
36 Dhiman Engineering Corporation
37 Dinesh & Co.
38 Duro Engineering Works
39 Elites Engineers & Manufacturers
40 Engineers Concern
41 Ess Em Engineers
42 Frienz Auto Pvt. Ltd
43 G. K. Machine Tools
44 Glide Engg. Works
45 Globe Auto Ancillaries
46 Globe Engg. Corporation
47 Goyal Engg. Corporation (India )
48 Gravitas Enterprise Pvt. Ltd.
49 Grownex Engg. Works
50 G-Series Engineers
51 H.S. Machine Tools Industry
52 Haryana Agro Engg. Products
53 Hi-Lux Automotive Private Limited
54 Hi-Tech Elec. Auto Pvt. Limited
55 Indo Techno Engineering
56 Industrial & Farm Equipment Company
57 Industrial Packaging
58 International Automotive Components
59 J. B. Engineering Works
60 J. K. Engineers
61 J. J. Engineering Works
62 J. S. Industries
63 Jagjit Industries
64 Jai Industries

65 Jaico Steel Fasteners Limited
66 Jayem Auto Industries Private Limited
67 Kamal Enterprises
68 Karm Engg. Works
69 Kay Aar Industries
70 Kewali Udyog
71 Kochar Agro Industries P. Limited
72 Kunaal Automotive Component
73 Kwatra Engineering Works
74 Lamtuf Plastics Limited
75 Luxmi Automats
76 M. K. Engineering Works
77 M. R. S. Components
78 M. S. Engineering Works
79 Mechanica (M017)
80 Mechwell Auto Precision Ltd.
81 Meenasha Castings Private Limited
82 Melco Steel & Wire Industries
83 Menon Metalliks Pvt. Ltd.
84 Messung Systems
85 Metal Pressings & Engg. Works
86 Micro Engg. Corporation
87 Micron Precision Screws Limited
88 Modern Engg. Industries
89 Modern Machine Tools
90 Motoren Industries
91 Mundhra Brothers
92 Nav Bharat Industries
93 New Pragati Udyog
94 New Shalija Enterprises
95 Noble Engineering Works
96 O.K. Auto Components Pvt. Ltd.
97 Pace Exim Corpn. (P0931)
98 Padam Engineering Works
99 Padam Engineers
100 Parkash Automotive
101 Parykam Auto Private Limited
102 Pee Cee Engineers
103 Pertap Engineering Works
104 Piplani Enterprises
105 Pratap Enterprise
106 Precision Castings
107 Precision Engg. Industries
108 Preet Industrial Corporation
109 Preetam Enterprises
110 Presto Machine Tools
111 Pritika Auto Products Private Limited
112 Progressive Instruments & Machine Tools
113 Puesh Enterprises
114 R. Engg & Fabrication Works
115 R. R. Automotive Comprivate Private

Limited
116 R. R. Engineering
117 R. V. Engg
118 Rahul Induction Pvt. Ltd.
119 Rajan Engg. Works
120 Rajesh Engg. Works
121 Rajesh Engineers & Company
122 Rajiv Industries
123 Rana Enterprises
124 Ravi Industrial Corporation
125 Ravindra Enterprises
126 Relex Automats
127 Roop Polymers Limited

128 Royal Tools (India)
129 S. K. Tools
130 S. K. Engineers
131 S. M. Engg. Works
132 Sai Engg. Works
133 Sai Hardware Store
134 Sankla Castings
135 Sankla Engineering Works
136 Saroj Iron Industries
137 Sawan Industries
138 Sethi Industrial Corporation
139 Shakti Auto Valves & Engg. Company

Private Limited
140 Sharma Engg. & Fab. Works
141 Shib Dass & Sons Ltd.
142 Shiv Shakti Enterprises
143 Shivon International
144 Shree Nath Castings
145 Shyam Alloys Private Limited
146 Shyam Engg. Works
147 Shyam Metals
148 Sneh Enterprises
149 Spire India
150 Star Tools & Casting (S280)
151 Steerwels
152 Sun Dweep Engineers Private Limited
153 Sunika Bee Parkash
154 Super Auto Electricals Private Limited
155 Super Star Rubber Company
156 Super Steel Forgings
157 Suprajit Engg. Limited
158 Supreme Engg. Enterprises
159 Surabhi Engineers Limited
160 Swastik Castings Pvt. Limited
161 Swatantra Auto Industries Pvt. Ltd.
162 Synchro Pressing Private Limited
163 Techno Spring Industries
164 Techno Forge (India)
165 The Chemicals of India
166 Tightwell Fasteners
167 Tool Makers & Associates
168 Tyson Techno Crafts
169 United Metal & Plastics Private Limited
170 United Small-Scale Engineering Works
171 Unity Chains
172 Universal Components
173 V. N. M. Engineers
174 Vallabh Industries
175 Vee Gee Indl. Enterprises
176 Veekay Machine Tools
177 Verma Engg. Works
178 Verma Technico
179 Vijay Engg. & Metal Works
180 Vijay Metal Forgings Private Limited
181 Vikas Forging Pvt. Ltd.
182 Vikram Fabricators
183 Vinay Trading Corporation
184 Virmani Electricals & Engineers
185 Vishal Engineering Works
186 Vishwakarma Automotive Private Limited
187 Voith Turbo Pvt. Limited (V0916)
188 Wesco Auto Prod. (I) Private Limited
189 Yogdaan Engineers
190 Yogesh Engineering Works
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16.  Disclosure pursuant to Clause 32 of the Listing Agreement :
(Rs. Crores)

Amount of loan/advances Amount where there is
 in nature of loan no repayment Amount where there is

outstanding  schedule no interest

Loanees As on Maximum As on Maximum As on Maximum
30th June amount 30th June, amount 30th June, amount

2004 outstanding 2004 outstanding 2004 outstanding
during during during

the period the period the period

Subsidiary Companies
Escorts Automotives Limited 76.63 76.63 76.63 76.63 15.53 16.53

(70.26) (70.26) (70.26) (70.26) (16.53) (16.53)

Escorts Construction Equipment Limited – 21.59 – 21.59 – 21.59

(21.59) (21.59) (21.59) (21.59) (21.59) (21.59)

Escotel Mobile Communications Limited 1 – 87.63 – 87.63 – 87.63

(87.63) (87.63) (87.63) (87.63) (87.63) (87.63)

Escorts Telecommunications Limited 2 139.53 139.67 – 2 – 2 – 2 – 2

(76.61) (76.61) (–) (–) (–) (–)

Esconet Services Limited 5.90 20.11 – – – –

(20.11) (20.11) (–) (–) (–) (–)

Associates

Escorts Finance Investment &

Leasing Pvt. Limited

(including Inter-Corporate Deposit) – 25.00 – 25.00 – 25.00

(25.00) (69.72) (25.00) (69.72) (25.00) (23.20)

Escotrac Finance & Investment Pvt. Limited – 25.00 – 25.00 – 25.00

(25.00) (73.73) (25.00) (73.73) (25.00) (44.77)

Firms/Companies in which Directors are interested – – – – – –

(–)   (–) (–) (–) (–) (–)

Others

Escorts Employees Welfare Ltd. 4.43 4.43 4.43 4.43 4.43 4.43

(4.43) (4.43) (4.43) (4.43) (4.43) (4.43)

Escorts Employees Stock Option 24.55 24.55 24.55 24.55 24.55 24.55

(24.31) (24.31) (24.31) (24.31)  (24.31)3  (24.31)3

1 Ceased to be subsidiary w.e.f. 10th June, 2004  pursuant to divestment of Telecom business.

2 Provisions made in the books for the entire amount outstanding and therefore disclosures regarding repayment schedule and

interest are not relevant. Also refer to Note-9 in Schedule 18.

3 The previous year included Rs. 22.75 crores where the rate of interest being charged was below the rate then stipulated u/s 372A.
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Book Value of Investment

Particulars of Investments by the Loanees By the Loanees Max.  amount
as on  30th June, outstanding

 2004 during the period

A) Loanee - Escorts Telecommunications Limited
Escotel Mobile Communications Limited # – 40.55

(40.55) (40.55)
B) Loanee - Esconet Services Limited

Escorts Construction Equipment Limited (subsidiary)
- Preference Shares 0.19 2.00

(2.00) (2.00)
Cellnext Solution Limited (subsidiary)
- Equity Shares 13.05 13.05

(10.52) (10.52)
- Preference Shares 7.50 7.50

(6.80) (6.80)
Iserve India Solutions (P) Ltd. (subsidiary)
- Equity Shares 11.50 11.50

(11.50) (11.50)
- Preference Shares 7.50 7.50

(7.50) (7.50)
Automatrix India Private Limited (subsidiary)

- Equity Shares 1.95 1.95
(1.95) (1.95)

- Preference Shares 2.85 2.85
(2.85) (2.85)

C) Loanee - Escorts Finance Investment & Leasing Pvt. Ltd.
Escorts Limited (parent) * 67.32

(67.32) (67.32)
D) Loanee - Escotrac Finance & Investment Pvt. Limited

Escorts Limited (parent) * 104.75
(104.75) (104.75)

Escorts Asset Management Limited (subsidiary) * 4.98
(4.98) (4.98)

Escorts Securities Limited (subsidiary) * 1.97
(1.97) (1.97)

Escosoft Technologies Limited (subsidiary) * 0.25
(0.25) (0.25)

E) Loanee- Escorts Employees Stock Option
Escorts Limited (parent) 22.55 22.55

(22.55) (22.55)

# ceased to be subsidiary w.e.f. 10th June, 2004 pursuant to divestment of Telecom business
* ceased to be loanee as on 30th June, 2004. Hence disclosures not applicable.

17.  Disclosure under Accounting Standard-19 (Leases)
(Rs. Crores)

Furniture & Fixtures Vehicles

Total addition to fixed assets 1.91 1.80
(4.12) (0.73)

Assets under finance lease :
Opening original cost of assets 1.22 0.51

Additions under finance lease – 0.40
(1.22) (0.51)

Deletion during the period – 0.31
(–) (–)

Closing Original Cost 1.22 0.60
(1.22) (0.51)

Cumulative Depreciation 0.74 0.16
(0.33) (0.02)

Net carrying value as on 30th June, 2004 0.48 0.44
(0.89) (0.49)
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The details of amounts of minimum lease payments outstanding as on 30th June, 2004 and present value thereof are as under :

(Rs. Crores)

Minimum Lease Present value of minimum Future interest on
payments outstanding  lease payments outstanding  outstanding lease

payments

– Total amount due 0.92 0.84 0.08
(1.74) (1.45) (0.29)

– Due within one year 0.62 0.56 0.06
(0.64) (0.49) (0.15)

– Due later than one year and not
later than five years 0.30 0.28 0.02

(1.10) (0.96) (0.14)

All the lease arrangements are upto four years.

18. Figures have been rounded off to the nearest lac rupees and Actuals which are less than Rs. 50,000 are shown in brackets.

19. Current accounting period is for 15 months from April 1, 2003 to June 30, 2004 whereas the corresponding previous period is for 12
months ended March 31, 2003. Therefore the figures of the previous period are not comparable with that of the current period.
Previous year figures have been regrouped wherever necessary, to conform to current period classification.

20. Information pursuant to paragraphs 3 & 4 of part - II of Schedule VI of the Companies Act, 1956

(a) Expenditure in Foreign Currency Rs. Crores

(i) Royalty/Technical know-how/Technical Fee 6.53
(1.16)

(ii) Travelling Expenses 0.97
(1.17)

(iii) Interest 0.18
(1.31)

(iv) Others 0.46
(0.75)

Total 8.14
(4.39)

(b) Earnings in Foreign Currency

(i) Export of goods including partly executed 117.57
sales contracts on F.O.B. basis (120.38)

(ii) Commission 0.07
(0.85)

(iii) Others  0.35
 (0.11)

Total 117.99
(121.34)

(c) Dividend Remittances in Foreign Currency

No. of Non- No. of Net
Resident Shares Held Dividend

Shareholders (Rs. Crores)

Equity Shares of Rs. 10/- each. 21 271,593 0.02
(21) (271,593) (0.02)

NOTE : Net Remittance of Dividend on Equity Shares for 2003-2004 represents Dividend for the year 2002-2003.
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(d) Licensed and installed capacity, production, purchases, opening and closing balance and sales :

(i) MANUFACTURING OPERATIONS :

Installed Actual Opening Balance Closing Balance Sales Other Consumption Quantity
Capacities* Production Quantity Value Quantity Value Quantity Value Captive Capitali- Misc.

Consu- sation
mption

Rs. Crores Rs. Crores Rs. Crores

1. **Agricultural Tractors 72,000  33,786  192  5.59  295  8.38  33,663  931.29  20  –  –

(72,000) (19,562) (1,656) (32.90) (192) (5.59) (21,011) (545.57) (–) (15)  –

2. **Internal Combustion Engine 72,000  33,664  127  0.60  298  1.41  –  –  33,350  – 143

**Engine for Agricultural Tractors (72,000) (19,393) (209) (0.93) (127) (0.60) (–) (–) (19,375) (100)  –

3. Round and Flat Tubes 180,000  84,883  2,659  0.11  4,463  0.21  85,522  4.27  –  –  –

Heating Elements (Meters) (180,000) (92,092) (3,791) (0.14) (2,659) (0.11) (110,590) (3.50) (401) (–) (31)

4. Double Acting Hydraulic Shock Absorbers 36,000  27,455  –  –  –  –  27,455  9.58  –  –  –

for Railway Coaches (36,000) (17,061) (–) (–) (–) (–) (16,569) (6.11) (–) (–) (492)

5. Centre Buffer Couplers 1,200  406  –  –  –  –  406  3.99  –  –  –

(1,200) (666) (–) (–) (–) (–) (666) (3.63) (–) (–)  (–)

6. Automobile Shock Absorbers, Telescopic 4,000,000  2,794,736  130,162  2.90  205,076  3.98  2,719,822  118.21  –  –  –

Front Fork & McPherson struts (4,000,000) (2,901,498) (128,313) (2.46) (130,162) (2.90) (2,899,206) (123.31) (–) (–) (443)

7. Brake Block 600,000  716,397  –  –  –  –  711,614  32.87  –  –  4,783

(600,000) (770,010) (–) (–) (–) (–) (768,204) (40.28) (–) (–) (1,806)

8. All types of Brakes used by Railways 36,000  13,107  –  –  –  –  13,107  29.75  –  –  –

(36,000) (9,735) (–) (–) (–) (–) (9,735) (13.96) (–) (–)  (–)

9. Others – – – – – – –  39.49 – –  –

(–) (–) (–) (–) (–) (–) (–) (33.25) (–) (–)  (–)

NOTES :
* (a) Installed  capacity is on per annum basis; Sales quantities and values are for 15 months period.

(b) Licensed  capacity is not applicable in the above items because of delicensing by the Government.
* (c) As certified by the management and not verified by the auditors, being a technical matter.

(d) Sales and production pertain to finished goods only. Opening and Closing stocks include partly executed contracts but exclude stocks held by the consuming/selling divisions.
(e) In item no. 3 Installed capacities and actual production are in meters, rest are in numbers.

** (f) Opening and Closing stocks of items of Research and Development have been excluded.
(g) Opening and Closing stocks are inclusive of Work-in-Progress.
(h) Miscellaneous consumption includes samples for development, research, testing, export etc.
(i) Captive consumption includes stocks transferred to divisions for sale as spare parts.

(j) Item no. 2 is not included in trading/finished  stock.

(ii) TRADING OPERATIONS :

Purchases Opening Balance Closing Balance Sales Other Consumption (Quantity)

Quantity Value Quantity Value Quantity Value Quantity Value Captive Capitali- Misc.
Nos. Rs. Crores Nos. Rs. Crores Nos. Rs. Crores Nos. Rs. Crores Consu- sation

mption

Claas Combines  –  –  41  4.36  10  1.02  31  3.80  –  –  –
(57) (7.01) (35) (3.75) (41) (4.36) (51) (7.43) (–) (–) (–)

Claas Sugarcane Harvester  –  –  13  11.26  –  –  –  –  –  13  –
(–) (–) (–) (–) (13) (11.26) (-13) (-15.08) (–) (–) (–)

Implements Trailers, Compressor  – 64.21  –  8.71  –  10.48  –  76.76  –  –  –
accessories, spares and others (–) (91.12) (–) (8.71) (–) (8.71) (–) (108.82) (–) (–) (–)

NOTES :
1. Opening and Closing balances include partly executed sales contracts but do not include goods-in-transit and Job-in-Progress.

(e) Value of Imports - CIF basis :

(Rs. Crores)

Raw Material Components Capital Trading Total
& Spare parts Goods Goods

7.51 15.27 1.69 27.48 51.95
(6.77) (17.93) (1.46)  (64.87) (91.03)
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(f) Imported and indigenous raw materials and components, stores and spares and tools consumed :

Value Percentage
Rs. Crores

Imported 32.16 4.71
(20.64) (5.09)

Indigenous 650.17 95.29
(385.08) (94.91)

Total 682.33 100.00
(405.72) (100.00)

(g) Details of Raw Materials Consumed :

Unit of Quantity Value

Measure Rs. Crores Rs. Crores

1. Raw Materials (Basic)
(i) Aluminium Kgs 151,713 1.53

Kgs (151,282) (1.43)

(ii) M.S. Sheets & Plates Kgs 535,681 1.77

Kgs (340,114) (1.08)

(iii) Bars Kgs 766,054 2.44

Kgs (377,476) (1.31)

(iv) Tubes Mtrs 1,861,295 10.18

Mtrs (1,586,766) (7.90)

(v) Strips Kgs 16,292 0.65

Kgs (9,922) (0.49)

(vi) Round Channel & Angles Kgs 27,435 0.13

Kgs (57,668) (0.18)

(vii) Other Steel Items Kgs 183 –

Kgs (105) –

(viii) Castings & Forgings Nos 1,844,316 105.65

Nos (874,503) (49.86)

(ix) Other Raw Materials Kgs 1,691  0.02  122.37

Kgs (–) (–)  (62.25)
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Unit of Quantity Value
Measure Rs. Crores Rs. Crores

2. Components:
(i) Engines S - 312D (excluding Radiators & Silencers) Nos 2,830 9.26

Nos (2,472) (6.96)
(ii) Engine E - 273 Nos 952 3.79

Nos (851) (3.28)
(iii) Engine E - 2179D Nos 1,703 5.50

Nos (2,287) (8.57)
(iv) Engine E - 3179 Nos 1,872 7.33

Nos (352) (0.99)
(v) Engine E - 3215 Nos 3,293 12.97

Nos (3,095) (11.07)
(vi) Engine E - 3312 Nos 402 1.73

Nos (396) (1.56)
(vii) Engine Farmtrac - 35 Nos 8,903 35.06

Nos (3,115) (10.70)
(viii) Engine Farmtrac - 45 Nos 4,850 20.08

Nos (2,442) (8.76)
(ix) Engine Farmtrac - 50 Nos 469 1.81

Nos (443) (1.59)
(x) Engine Farmtrac - 60 Nos 7,538 31.69

Nos (3,800) (14.09)
(xi) Engine Farmtrac - 65 Nos 3 0.01

Nos (–) (–)
(xii) Engine Farmtrac - 70 Nos 535 3.36

Nos (122) (0.45)
(xiii) Other Components Nos 412.92 545.51

Nos (265.86)  (333.88)

33,350 667.88
 (19,375) (396.13)

NOTE : Raw Materials and Components Consumed include sale of Raw Materials and Components.

General Notes : (a) Figures in brackets pertain to previous year.
(b) Previous years figures have been regrouped wherever necessary.

RAJAN NANDA NIKHIL NANDA PROF. DR. M.G.K. MENON
Chairman and Executive Director Director
Managing Director

G.B. MATHUR SHAILENDRA TANDON
Vice President - Law & Corporate Head - Finance & Strategy
Company Secretary

As per our report attached
For S.N. DHAWAN & CO.

Chartered Accountants

C-37, Connaught Place S.N. DHAWAN
New Delhi - 110 001 Partner
Dated : February 17, 2005 M. No. 925
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CASH FLOW STATEMENT

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

A. CASH FLOW FROM OPERATING ACTIVITIES

Net Profit before tax (421.74) 22.26

Adjustments for :

Loss (Profit) on sale/Provision for diminution in value of

investments in, loans to telecom and other businesses 185.02 (140.63)

Depreciation 55.71 46.29

Misc. Exp./Assets Write off/Provisions 18.24 20.32

Interest Expense 129.00 105.81

Dividend Income (0.18) (68.00)

Interest Income (27.34) (39.28)

Operating Profit before working capital changes (61.29) (53.23)

Adjustments for :

Trade and other Receivables 51.02 161.07

Inventories 1.92 (4.10)

Trade Payables 43.73 (199.07)

Miscellaneous Expenditure (7.36) 89.31 (13.01) (55.11)

Cash Generated from Operations 28.02 (108.34)

Direct Taxes (Paid)/Refunds (2.62) 10.20

Net Cash Flow from Operating Activities 25.40 (98.14)

B. CASH FLOW FROM INVESTING ACTIVITIES

Purchase of Fixed Assets (37.24) (35.18)

Proceeds from Sale of Fixed Assets 8.98 1.78

Movement in Loans and Advances (109.20) (72.26)

Purchase of Investments (116.10) (152.86)

Sale of Investments 247.64 254.38

Interest Received 19.45 ` 39.06

Dividend Received 0.18 68.00

Net Cash Flow from Investing Activities 13.71 102.92
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Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

C. CASH FLOW USED IN FINANCING ACTIVITIES

Proceeds from Long Term Borrowings 239.18 234.09

Less : Repayment of Long Term Borrowings (98.10) 141.08 (173.82) 60.27

Proceeds/(Repayment) from Short Term Borrowings (52.27) 38.21

Interest Paid (121.10) (107.09)

Dividend Paid (7.22) (7.22)

Dividend Tax Paid (0.93) –

Net Cash used in Financing Activities (40.44) (15.83)

Net Increase/(Decrease) in Cash and Cash equivalents (1.33) (11.05)

Cash and Cash equivalents as at 01.04.2003 25.12 36.17

Cash and Cash equivalents as at 30.06.2004 23.79 25.12

NOTE :

1. Cash and Cash equivalents include Cash in hand, demand deposits with banks and short term highly liquid investments.

2. Previous years figures have been regrouped wherever necessary.

RAJAN NANDA NIKHIL NANDA PROF. DR. M.G.K. MENON
Chairman and Executive Director Director
Managing Director

G.B. MATHUR SHAILENDRA TANDON
Vice President - Law & Corporate Head - Finance & Strategy
Company Secretary

As per our report attached
For S.N. DHAWAN & CO.

Chartered Accountants

C-37, Connaught Place S.N. DHAWAN
New Delhi - 110 001 Partner
Dated : February 17, 2005 M. No. 925
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V. Generic Names of Three Principal Products of the Company

BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE

I. Registration Details

Registration No. State Code

Balance Sheet Date

–

–

1 4 8 7 6 5 1 9

7 2 2 3 2 2

3 0 - 0 6 - 2 0 0 4

6 1 2 8 9 8 1

5 8 0 9 4 1 3

2 4 7 2 7 4 6

–

1 1 2 0 9 9 8 5

� 4 2 1 7 3 6 7

T R A C T O R S

8 7 0 8 8 0 . 0 0

S H O C K A B S O R B E R S

–

–

1 4 8 7 6 5 1 9

5 2 1 0 5 3 7

2 8 1 4 6 7 9

6 1 2 8 7 9 1

1 5 0 3 6 9

1 5 4 2 7 3 5 2

� 1 0 8 2 0 0 0

5 5C - 1 8 6 0

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

Accumulated Losses

�

Net Current Assets

Net Fixed Assets

Application of Funds

Secured Loans

Paid-up-Capital

Sources of Funds

Total Liabilities Total Assets

Reserves & Surplus

Unsecured Loans

Investments

Misc. Expenditure

Bonus Issue

Public Issue

Private Placement

Rights Issue

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

Deferred Tax Asset (Net)

3 1 5 2 0 0

  +     –

Deferred Taxation  +    –

Total ExpenditureTurnover including Other Income

Profit/Loss Before Tax  +    –

– � 3 1 3 5 3 6 7

Profit/Loss After Tax  +    –Provision for Tax  +    –

- 4 3

Earning per Share in Rs.

- -

Final Dividend Rate %

8 7 0 1 3 0 . 0 9

8 6 0 7 2 9 . 0 0

R A I L W A Y P A R T S

Item Code No.

Product Description

Item Code No.

Product Description

Item Code No.

Product Description

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





CONSOLIDATED
FINANCIAL

STATEMENT



69

AUDITORS’ REPORT TO THE BOARD OF DIRECTORS OF ESCORTS LIMITED ON THE CONSOLIDATED FINANCIAL
STATEMENTS OF ESCORTS LIMITED

We have audited the attached Consolidated Balance Sheet of Escorts Limited Group as at June 30, 2004 and also the Consolidated Profit
and Loss Account and the Consolidated Cash Flow Statement for the fifteen months period ended on that date annexed thereto. These
financial statements are the responsibility of the management of Escorts Limited and have been prepared by the management on the basis
of separate financial statements and other financial information regarding components. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in India. Those Standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes, examining on a test basis, evidence supporting the amounts and disclosure in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

We did not audit the financial statements of certain subsidiaries and joint ventures, whose financial statements reflect total assets of
Rs.554.93 crores as at June 30, 2004 and the total revenues of Rs. 382.32 crores for the fifteen months period then ended. These financial
statements and other financial information, have been audited by other auditors whose reports have been furnished to us, and our opinion,
insofar as it relates to the amounts included in respect of these subsidiaries and joint ventures is based solely on the report of the other
auditors. We further considered unaudited financial statements of certain subsidiaries and joint ventures company which reflects total
assets of Rs. 188.58 crores as at June 30, 2004 and the total revenues of Rs.56.24 crores for the fifteen months period then ended as
furnished by the management and relied upon by us and the same has not been verified by us.

We report that the consolidated financial statements have been prepared by the management of Escorts Limited in accordance with the
requirements of Accounting Standard AS-21, Consolidated Financial Statements, AS-23, Accounting for Investments in Associates and
AS-27, Financial Reporting of Interest in Joint Ventures, issued by the Institute of Chartered Accountants of India.

Based on our audit and on consideration of the reports of other auditors on separate financial statement and on the other financial
information of the components, in our opinion and to the best of our information and according to the explanations given to us, the attached
consolidated financial statements give a true and fair view in conformity with accounting principles generally accepted in India.

(a) in the case of Consolidated Balance Sheet, of the state of affairs of the Escorts Limited Group as at June 30, 2004,

(b) in the case of Consolidated Profit and Loss Account, of the loss for the 15 months period ended on that date and

(c) in the case of the Consolidated Cash Flow Statement, of the Cash Flows for the fifteen months period ended on that date.

For S.N. DHAWAN AND CO.
Chartered Accountants

(VIJAY DHAWAN)
 Partner

C-37, Connaught Place M. No. 12565
New Delhi - 110 001
Dated : February 17, 2005
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CONSOLIDATED BALANCE SHEET OF ESCORTS LIMITED AS AT JUNE 30, 2004

30.06.2004 31.03.2003
Schedule Rs. Crores Rs. Crores

SOURCES OF FUNDS
Share Capital 1 62.03 61.94
Reserves & Surplus 2 451.09 349.17
Total Shareholders’ Funds 513.12 411.11
Minority Interest 48.00 59.80
Loans

Secured 3 719.43 1,174.33
Unsecured 4 299.21 1,018.64 368.07 1,542.40

Net Deferred Tax Liability – 71.84
Total 1,579.76 2,085.15

APPLICATION OF FUNDS
Fixed Assets

Gross Block 1,576.52 2,201.96
Less : Depreciation 657.14 742.11
Less : Provision for impairment 73.89 5.00
Net Block 5 845.49 1,454.85
Capital Work-in-Progress 22.12 11.54

Total Fixed Assets 867.61 1,466.39
Investments : Long Term

Associates 28.53 32.28
Others 306.33 334.86 142.35 174.63

Net Deferred Tax Asset 44.08 –
Preoperative Expenditure Pending Allocation 5.09 90.76
Current Assets, Loans & Advances
Current Assets 6

Inventories 165.66 151.10
Accrued Billing – 4.37
Sundry Debtors 371.51 329.95
Cash & Bank Balances 53.09 147.56
Other Current Assets 0.29 1.88

590.55 634.86
Loans & Advances 7 234.83 252.56

Total Current Assets, Loans & Advances 825.38 887.42
DEDUCT

Current Liabilities & Provisions 8
Current Liabilities 481.51 516.98
Provisions 32.63 43.22

Total Current Liabilities & Provisions 514.14 560.20
Net Current Assets 311.24 327.22
Miscellaneous Expenditure
(to the extent not written off or adjusted) 16.88 26.15

Total 1,579.76 2,085.15

Significant Accounting Policies 16
Related Party Disclosures 17
Segment Information 18
Notes on Consolidated Balance Sheet
and Profit & Loss Account 19

Schedules 1 to 19 annexed hereto form an integral part of the Consolidated Balance Sheet and Profit and Loss Account.

RAJAN NANDA NIKHIL NANDA PROF. DR. M.G.K. MENON
Chairman and Executive Director Director
Managing Director

G.B. MATHUR SHAILENDRA TANDON
Vice President - Law & Corporate Head - Finance & Strategy
Company Secretary

As per our report attached
For S.N. DHAWAN & CO.

Chartered Accountants
C-37, Connaught Place
New Delhi - 110 001 VIJAY DHAWAN
Dated : February 17, 2005 Partner

M.No. 12565



71

Schedules 1 to 19 annexed hereto form an integral part of the Consolidated Balance Sheet and Profit and Loss Account.

RAJAN NANDA NIKHIL NANDA PROF. DR. M.G.K. MENON
Chairman and Executive Director Director
Managing Director

G.B. MATHUR SHAILENDRA TANDON
Vice President - Law & Corporate Head - Finance & Strategy
Company Secretary

As per our report attached
For S.N. DHAWAN & CO.

Chartered Accountants
C-37, Connaught Place
New Delhi - 110 001 VIJAY DHAWAN
Dated : February 17, 2005 Partner

M.No. 12565

 CONSOLIDATED PROFIT & LOSS ACCOUNT OF ESCORTS LIMITED FOR THE 15 MONTHS PERIOD ENDED JUNE 30, 2004

Period ended Year ended
30.06.2004 31.03.2003

Schedule Rs. Crores Rs. Crores

INCOME
Gross Sales 1,477.50 1,269.61
Less : Excise Duty 174.54 146.74

Net Sales 1,302.96 1,122.87
Business Income 9 629.58 436.64
Income from Investments 10 72.75 137.67

Total 2,005.29 1,697.18

EXPENDITURE
Material, Manufacturing & Operating 11 1,169.47 936.97
Personnel 12 341.68 274.62
Sales & Administration 13 342.31 312.33
Interest 14 192.00 132.47

2,045.46 1,656.39

Profit/(Loss) before Depreciation and Amortisation (40.17) 40.79
Depreciation 205.18 142.15
Amortisation of Miscellaneous Expenditure 15 16.84 222.02 15.30 157.45

Profit/(Loss) before Tax, Share in loss of (262.19) (116.66)
Associates & Minority Interest

Provision for impairment of assets 69.43 –
Pre-operative expenditure pending allocation written-off 87.31 156.74 – –

(418.93) (116.66)

Share in loss of Associates 11.89 25.38

PROFIT/(LOSS) BEFORE TAX (430.82) (142.04)
Provision for Taxation – Current Taxation 11.60 11.81

– Deferred Taxation (115.92) (104.32) (2.03) 9.78

PROFIT/(LOSS) AFTER TAX (326.50) (151.82)
Minority Interest (1.12) 1.18

 PROFIT/(LOSS) AFTER TAX ATTRIBUTABLE TO THE COMPANY (325.38) (153.00)

(Short)/Excess Provision of Income Tax for previous years – (0.01)
Transfer from Debenture Redemption Reserve 5.89 12.01

Total (319.49) (141.00)

APPROPRIATIONS
Debenture Redemption Reserve – 0.48
General Reserve 1.12 2.60
Dividend on Equity Shares – 7.22
Dividend Tax 0.03 0.93
Profit/(Loss) carried to Balance Sheet (320.64) (152.23)

Total (319.49) (141.00)

 EARNINGS PER SHARE (Face Value Rs. 10)
– Basic and Diluted (in Rupees) (52.45) (24.70)

Significant Accounting Policies 16
Related Party Disclosures 17
Segment Information 18
Notes on Consolidated Balance Sheet
and Profit & Loss Account 19
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SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 1 : SHARE CAPITAL

30.06.2004 31.03.2003

Rs. Crores Rs. Crores

AUTHORISED CAPITAL

7,70,00,000 Equity Shares of Rs. 10 each 77.00 77.00

– 12% Cumulative Redeemable Preference
Shares of Rs. 90 each (Previous year 3,70,00,000) – 333.00

33,30,00,000 Unclassified Shares of Rs. 10 each 333.00 –

410.00 410.00

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

7,22,32,240 Equity Shares of Rs. 10 each 72.23 72.23

Less : Share capital held by subsidiaries (prior to their 10.20 10.29

being subsidiaries) and by joint ventures (based on

proportionate consolidation)

62.03 61.94

SCHEDULE 2 : RESERVES AND SURPLUS
Rs. Crores

Share Capital Capital Share Amalga- Debenture General Profit Revalu- Total Previous
Premium Reserve Redemption Forfeiture mation Redemption Reserve & Loss ation year
Reserve Reserve Reserve Reserve Reserve Account Reserve figures

As at March 31, 2003 101.39 103.03 0.80 3.22 48.46 27.68 454.67 (510.55) 120.47 349.17 649.13

Additions:

Transfer from Profit and Loss Account 1.12 (320.64) (319.52) (149.15)

Adjustment for consolidation 0.01 10.21 426.20 @ 436.42 6.21

101.39 103.04 0.80 3.22 48.46 27.68 466.00 (404.99) 120.47 466.07 506.19

Deductions:

On assets sold 0.11 0.11 0.40

Deferred tax asset reversed – 137.46

Transfer to Profit & Loss Account 5.89 8.98 14.87 19.16

As at June 30, 2004 101.39 103.04 0.80 3.22 48.46 21.79 466.00 (404.99) 111.38 451.09 349.17

30.06.2004 31.03.2003

   Includes joint venture share (14.27) (428.15)

@ Amount  includes an adjustment of opening loss of Rs. 438.09 crores of joint venture Escotel Mobile Communications Limited brought forward in the consolidated reserves as on 01.04.2003.
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SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 3 : SECURED LOANS

30.06.2004 31.03.2003

Rs. Crores Rs. Crores

From Banks:
Cash Credit/Working Capital Term Loans 294.24 195.62
Interest Accrued & Due 2.04 0.25

Loans from:
Banks 134.51 236.69
Interest Accrued & Due 0.86 –

Others 171.00 182.98
Interest Accrued & Due 1.84 5.96

Under Asset Credit Scheme 9.00 18.88

Vehicle Loans 1.79 0.38

Foreign Currency Loan 6.81 152.42

Debentures :
12% Secured Redeemable Non-Convertible Debentures 50.78 67.86
12% Secured Redeemable Non-Convertible Debentures 20.00 20.00
12% Secured Redeemable Non-Convertible Debentures 25.00 25.00
14.5% Secured Redeemable Non-Convertible Debentures – 247.84
15% Secured Redeemable Non-Convertible Debentures – 20.45
Interest Accrued & Due 1.56 –

Total 719.43 1,174.33

Includes joint venture share 28.95 418.56

NOTE:
Loans under different categories are secured against certain assets, property, equipment and other immovable properties, inventories
and receivables of the parent company or concerned subsidiaries and joint ventures.

SCHEDULE 4 : UNSECURED LOANS

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Fixed Deposits 150.16 143.77

External Commercial Borrowing – 33.79
Interest Accrued & Due – 0.08

Long Term Loans from Banks 10.00 –
Interest Accrued & Due 0.10 –

Inter-Corporate Deposits 61.65 22.85
Interest Accrued & Due 0.30 –

Banks Book Overdraft 5.23 2.85

Housing Development Finance Corporation Limited 8.42 9.90

Short Term Loans :
From Banks - Commercial Paper – 60.00

- Others 31.05 80.48
From Others 29.76 14.35
Interest Accrued & Due 2.54 –

Total 299.21 368.07

Includes joint venture share 21.28 49.89
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SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 5 : FIXED ASSETS
Rs. Crores

Description Original Additions Deductions/ Original Provision for Depreciation/ Depreciation/ Deductions Depreciation/ Net Book Net Book
Cost as at adjustments Cost as at Impairment Upto Amortisation Amortisation during Amortisation Value as on Value as on

31.03.2003 30.06.2004  30.06.2004 upto 31.03.2003 for the period the period upto 30.06.2004 30.06.2004 31.03.2003

Land 126.59 2.54 10.87 118.26 – 0.07 0.02 – 0.09 118.17 126.52
Buildings 313.61 3.83 4.13 313.31 – 105.80 19.78 1.21 124.37 188.94 207.81
Leasehold Improvements 10.02 0.18 6.24 3.96 – 6.19 1.43 4.42 3.20 0.76 3.83
Plant & Machinery 1,228.61 47.18 432.72 843.07 – 516.62 154.43 267.69 403.36 439.71 711.99
Furniture & Fixtures 106.50 2.74 3.24 106.00 – 67.37 9.37 2.31 74.43 31.57 39.13
Vehicles 20.39 2.86 4.79 18.46 – 10.48 3.47 3.47 10.48 7.98 9.91

Sub-Total (A) 1,805.72 59.33 461.99 1,403.06 – 706.53 188.50 279.10 615.93 787.13 1,099.19

Assets held for sale :
Land 1.43 – – 1.43 – – – – – 1.43 1.43
Buildings 1.80 – – 1.80 1.04 0.42 0.17 – 0.59 0.17 1.38
Plant & Machinery 5.78 – – 5.78 5.00 0.74 0.04 – 0.78 – 0.04

Sub-Total (B) 9.01 – – 9.01 6.04 1.16 0.21 – 1.37 1.60 2.85
Intangible Assets :
Goodwill 5.09 37.40 0.39 42.10 – 0.98 4.83 0.08 5.73 36.37 4.11
Licence Fees 347.40 – 268.80 78.60 67.85 17.13 14.13 20.51 10.75 – 330.27
Prototypes 1.21 – – 1.21 – 0.62 0.35 – 0.97 0.24 0.59
Technical know-how 19.40 8.37 – 27.77 – 10.27 4.14 0.35 14.06 13.71 9.13
Software 14.13 0.64 – 14.77 – 5.42 2.91 – 8.33 6.44 8.71

Sub-Total (C) 387.23 46.41 269.19 164.45 67.85 34.42 26.36 20.94 39.84 56.76 352.81
Capital Work-in-Progress (D) 11.54 17.39 6.27 22.66 0.54 – – – – 22.12 11.54

Total Fixed Assets (A to D) 2,213.50 123.13 737.45 1,599.18 74.43 742.11 215.07 300.04 657.14 867.61 1,466.39

Previous Year Figures 2,493.02 226.72 506.24 2,213.50 5.00 771.52 149.30 178.71 742.11 1,466.39

* Includes joint venture share: 30.06.2004 31.03.2003

Gross Block 66.50 616.25
Depreciation 27.69 213.99
Net Block 38.81 402.26
Capital Work-in-Progress – 2.94
Total Fixed Assets 38.81 405.20

NOTE:
In view of application of Accounting Standard (AS) 26 - “Intangible Assets”, the Original Cost and Accumulated Depreciation/Amortisation upto 31.03.2003 of such assets except Goodwill has been reclassified/
regrouped and transferred in the above schedule. Earlier disclosure of these intangible assets was under the head Miscellaneous Expenditure (to the extent not written off or adjusted). This change has no impact
on the profitability.

SCHEDULE 6 : CURRENT ASSETS

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Interest/Dividend accrued on Investments and Deposits 0.29 1.88

Stocks (as taken, valued and certified by the Management)
Raw Material and Components 89.60 77.68
Finished & Trading Goods 34.67 42.51
Work-in-Progress 9.41 9.18
Stores and Machinery Spares 9.84 8.02
Medical Consumables, Drugs and Pharmaceuticals 5.09 4.97
Loose Tools 10.04 9.72
Current Investments 7.72 2.13

166.37 154.21
Less : Provision for Obsolete Stock 0.71 3.11

165.66 151.10

Accrued Billing Revenue – 4.37

Sundry Debtors
Debts outstanding for over six months
Secured 1.23 1.39
Unsecured – Considered Good 107.93 75.82

– Considered Doubtful 27.48 23.77

136.64 100.98
Less : Provision for Doubtful Debts 27.48 23.77

109.16 77.21
Other Debts

Secured 14.80 6.15
Unsecured – Considered Good 247.55 246.59

– Considered Doubtful – 0.99

262.35 253.73
Less : Provision for Doubtful Debts – 0.99

262.35 252.74

Total Debtors 371.51 329.95



75

SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 6 : CURRENT ASSETS (Contd.)

30.06.2004 31.03.2003

Rs. Crores Rs. Crores

Cash & Bank Balances
Cash in hand 2.15 4.62
Cheques in hand and in transit 0.67 5.26
Banks :
On Current/Cash Credit Accounts with Scheduled Banks 22.10 65.93
On Short/Fixed Deposit with Scheduled Banks 24.21 71.72

(Pledged with various Banks/Govt. Authorities/Financial Institutions)
In Post Office Savings Bank Accounts 3.96 0.03

(Pledged as security with Government Authorities)
53.09 147.56

Total 590.55 634.86

Includes joint venture share :
Stocks 12.86 9.61
Accrued Billing – 4.13
Sundry Debtors 28.68 29.06
Cash and Bank balances 2.59 11.98
Other Current Assets 0.15 0.08

Total 44.28 54.86

SCHEDULE 7 : LOANS & ADVANCES

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Loans :
Secured – 0.42
Unsecured – Considered Good 95.50 129.81

– Considered Doubtful 0.52 1.21

96.02 131.44
Less : Provision for doubtful Loans 0.52 95.50 1.21 130.23

Inter-Corporate Deposits :
Unsecured – Considered Good 3.77 3.41

– Considered Doubtful 2.87 1.11

6.64 4.52
Less : Provision for Doubtful Inter-Corporate Deposits 2.87 3.77 1.11 3.41

Advances recoverable in cash or in kind
or for value to be received :

Unsecured – Considered Good 121.83 111.21
– Considered Doubtful 7.44 7.43

129.27 118.64
Less : Provision for Doubtful Advances 7.44 121.83 7.43 111.21

Deposits :
Deposits – Considered Good 13.73 7.71

– Considered Doubtful 0.24 0.20

13.97 7.91
Less : Provision for Doubtful Deposits 0.24 13.73 0.20 7.71

Total 234.83 252.56

Includes joint venture share 16.17 64.04
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SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 8 : CURRENT LIABILITIES & PROVISIONS

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

CURRENT LIABILITIES
Acceptances 68.88 86.61
Sundry Creditors 303.05 317.47
Due to Directors 0.12 –
Advance Payments 11.08 15.54
Liability towards Investors Education and Protection Fund under
Section 205C of the Companies Act, 1956 will be determined
on the respective due dates
(i) Unpaid Dividends 1.76 1.75
(ii) Unpaid Matured Deposits 4.67 2.83
(iii) Unpaid Matured Debentures 1.04 1.24
(iv) Unpaid Matured Secured Premium Notes 0.13 0.14
(v) Interest accrued on (i) to (iv) above 0.47 8.07 0.40 6.36
Other Liabilities 79.33 71.82
Interest accrued but not due on Loans 10.98 19.18

481.51 516.98
PROVISIONS

Leave Encashment 9.37 7.02
Taxation 299.74 286.87
Less : Advance Tax 276.48 23.26 258.82 28.05
Proposed Dividend – 7.22
Dividend Tax – 0.93

32.63 43.22

Total 514.14 560.20

Includes joint venture share :
Current Liabilities 37.63 129.24
Provisions 0.26 6.77

Total 37.89 136.01

SCHEDULE 9 : BUSINESS INCOME

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Income from Rendering of Services
Investment, Management and Advisory 1.81 1.12
Trading Income 5.37 2.75
Healthcare 321.66 200.37
Software Development/ISP/Other Services 14.41 7.11
Subscriber Revenue from ISP and Telecom 236.31 579.56 188.45 399.80

Business Income : Others
Commission 4.24 2.68
Erection & Servicing 2.04 0.36
Lease Rental 0.45 1.00
Cash Subsidy/Duty Drawback 4.52 1.68
Scrap Sale 2.30 2.10
Unclaimed balance written back 0.65 7.74
Provision no longer required written back 13.86 5.29
Royalty Income 0.33 0.34
Surplus on Sale of Assets (net) – 0.19
Exchange Variation (net) 2.65 –
Others 18.98 50.02 15.46 36.84

Total 629.58 436.64

Includes joint venture share 30.17 196.62
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SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 10 : INCOME FROM INVESTMENTS
Period ended Year ended

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Dividends :
Trade Investments 0.05 0.73
Other Investments 0.05 0.10 67.45 68.18

Net Surplus on Sale of Investments 72.65 ($) 69.49

Total 72.75 137.67

Includes joint venture share (0.73) 0.08

($) Includes a gain of Rs. 78.46 crores on account of disposal of interest in joint venture Escotel Mobile Communications Limited (Refer
Note no. 11(a) of Schedule 19: Notes on Consolidated Balance Sheet and Profit & Loss Account).

SCHEDULE 11 : MATERIAL, MANUFACTURING AND OPERATING EXPENSES

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

A. Raw Material & Components Consumed
Opening Stock 76.80 62.95
Add : Purchases 800.85 594.25

877.65 657.20
Less : Closing Stock 89.55 788.10 86.58 570.62

B. Finished & Trading Goods and Work-in-Progress Consumed
Opening Stock
Finished & Trading Goods 42.65 81.34
Work-in-Progress 9.18 13.97

51.83 95.31
Add : Purchases 92.95 140.70
Less: Capitalised 11.77 –

133.01 236.01

Less: Closing Stock
Finished & Trading Goods 36.19 55.23
Work-in-Progress 9.41 87.41 14.98 165.80

Material Consumed 875.51 736.42
Excise duty on Increase/(Decrease) in Stock of Finished Goods 0.23 (5.06)
Stores, Spares and Tools 17.55 19.97
Lease Charges on Plant & Machinery 1.56 3.55
Licence Fees and Network Operation Charges 82.32 50.84
Healthcare Operating Expense 118.34 65.74
Software Development/ISP/Other Operating Expenses 1.34 3.15
Power and Fuel 43.63 35.09
Repairs to Building 6.20 7.42
Repairs to Machinery 22.71 19.76
Water 0.08 0.09

Total 1,169.47 936.97

Includes joint venture share 59.46 228.75

SCHEDULE 12 : PERSONNEL
Period ended Year ended

30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Salary, Wages and Bonus 244.84 207.75
Contribution to Gratuity Fund 7.56 9.26
Contribution to Provident Fund and other Funds 50.25 24.97
Staff Welfare Expenses 39.03 32.64

Total 341.68 274.62

Includes joint venture share 5.55 42.95
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SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 13 : SALES AND ADMINISTRATION EXPENSES

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Erection and Servicing 1.96 1.95
Warranties 9.53 9.06
Rent (Net) 12.40 12.12
Rates and Taxes 4.85 4.34
Insurance 16.57 15.75
Bank and Finance Charges 34.78 35.79
Travelling & Conveyance 29.09 28.21
Printing & Stationery 5.90 5.57
Communication Charges 10.92 9.98
Repairs and Maintenance 14.18 14.11
Audit Fee & Legal Expenses 32.14 26.63
Entertainment 0.89 1.04
Commission, Discount and Brokerage 52.67 36.02
Advertisement 27.98 31.71
Royalty 6.16 4.53
Packing, Freight & Forwarding 32.84 22.05
Sales & Purchase Tax 1.08 2.63
Directors Fee & Commission 0.10 0.28
General 22.52 33.21
Loss on sale of Assets (net) 3.57 –
Exchange Variation (net) – 1.76
Amount written off 11.20 2.95
Provision for Doubtful Debts/Advances/Deposits 10.98 12.64

Total 342.31 312.33

Includes joint venture share 18.41 75.53

SCHEDULE 14 : INTEREST

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Interest Expense on :
Fixed period loans and Debentures 139.84 126.59
Others 79.33 41.06

219.17 167.65

Less: Interest Income*: 27.17 35.18

Total 192.00 132.47

Includes joint venture share 4.48 56.05
* Income tax deducted at source 1.09 8.87
* Includes interest on investments in deposits and bonds, income tax refunds, housing loan to employees and dealer overdues etc.

SCHEDULE 15 : AMORTISATION OF EXPENDITURE

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

Voluntary Retirement Scheme 8.63 7.53
Miscellaneous Expenditure written-off 8.21 7.77

Total 16.84 15.30

Includes joint venture share 0.06 14.61
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SCHEDULE 16 : SIGNIFICANT ACCOUNTING POLICIES

1. ACCOUNTING CONVENTION

The financial statements are prepared under the historical cost convention in accordance with applicable accounting standards and
relevant provisions of the Companies Act, 1956.

2. PRINCIPLES OF CONSOLIDATION

• The consolidation of accounts is prepared in accordance with the requirement of Accounting Standard 21 (AS-21) “Consolidated
Financial Statement” Accounting Standard 23 (AS23) “Accounting for Investments in Associates in the Consolidated Financial
Statements and Accounting Standard  (AS-27) “Financial Reporting of Interests in Joint Ventures” issued by the Institute of
Chartered Accountants of India. The consolidated financial statements include the financial statements of Escorts Limited
(‘the Parent Company’) its Subsidiary Companies and Joint Ventures.

The Subsidiaries, Joint Ventures and Associates considered in the preparation of consolidated financial statements are as
follows :

Name of the Company Country of Proportion of Held by Reporting period/
Incorporation  ownership  dates

LIST OF SUBSIDIARIES
1. Escorts Automotives Ltd. (EAL) India 100% Escorts Limited April ’03-March ’04
2. Escorts Construction Equipment Ltd. (ECEL) India 100% Escorts Limited April ’03-March ’04
3. Escorts Agrimachinery Inc. (EAMI)* USA 100% Escorts Limited January ’03-Dec. ’03
4. Farmtrac Tractors Europe Sp. z.o.o Poland 64.3% EAMI January ’03-Dec. ’03

(formerly Pol Mot Spolka z.o.o)
5. Escorts Heart Institute and Research India 79.99% Escorts Limited April ’03-March ’04

Centre Ltd. (EHIRC), Delhi
6. Escorts Heart and Super Speciality Institute Ltd., Amritsar India 80.42% EHIRC April ’03-March ’04
7. Escorts Heart Centre Ltd., Kanpur India 77.16% EHIRC April ’03-March ’04
8. Escorts Heart and Super Speciality Hospital Ltd., Jaipur India 98.80% EHIRC April ’03-March ’04
9. Escorts Hospital and Research Centre Ltd., Faridabad India 100% EHIRC April ’03-March ’04
10. Escosoft Technologies Ltd. (ESCOSOFT) India 80.05% Escorts Limited April ’03-March ’04
11. Escosoft Technologies (USA) Ltd. USA 100% ESOFT-UK January ’03-Dec. 03
12. Escosoft Technologies (UK) Pvt. Ltd. (ESOFT-UK) UK 100% ESOFT-Mauritius April ’03-March ’04
13. Escosoft Singapore Pte. Ltd. Singapore 100% ESOFT-UK April ’03-March ’04
14. E- Soft (Mauritius) Holdings Ltd. (ESOFT-Mauritius) Mauritius 100% ESCOSOFT April ’03-March ’04
15. IFS Solutions Limited India 99.99% ESCOSOFT April ’03-March ’04
16. CA Escosoft Ltd. India 99.99% ESCOSOFT April ’03-March ’04
17. Esconet Services Ltd. (ESCONET) India 100% Escorts Limited April ’03-March ’04
18. Cellnext Solutions Ltd. India 95.78% ESCONET April ’03-March ’04
19. iServ India Solutions Pvt. Ltd. (iSERV) India 100% ESCONET April ’03-March ’04
20. Automatrix India Pvt. Ltd. India 99.97% ESCONET April ’03-March ’04
21. Escorts Securities Ltd. (ESL) India 49.00% EAML April ’03-March ’04

(Board Controlled)
22. Escorts Asset Management Ltd. (EAML)* India 30.00% Escorts Limited April ’03-March ’04

(Board Controlled)
23. Escorts Telecom Services Ltd.* India 100% Escorts Limited April ’03-March ’04
24. Escorts Health Care Services Ltd. India 100% Escorts Limited April ’03-March ’04
25. Escorts Telecommunications Ltd. India 93.44% Escorts Limited April ’03-March ’04

6.56% iSERVE

LIST OF JOINT VENTURES
1. Carraro India Ltd. India 49.00% Escorts Limited April ’03-March ’04
2. Escotel Mobile Communications Ltd.

(ceased w.e.f. 10th June, 2004) India 51.00% Escorts Limited April ’03-March ’04
3. Escotrac Finance & Investments Pvt. Ltd.* India 49.81% Escorts Limited April ’03-March ’04

(ESCOTRAC) 49.81% EFILL
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NOTES :

* The audited accounts for their respective accounting periods have been adjusted on provisional basis to 15 months period ending
30th June, 2004,  except EAMI where accounts have been prepared and considered upto March 31, 2004.

– Escorts Motors Limited (a joint venture company) has been ignored, as 2% holding has been considered as insignificant.

3. RECOGNITION OF REVENUE

• Revenue from sale of goods are recognised on despatch, except in the following cases :

– Billing revenue and revenue from telecom services on account of sale of goods is recognised on completion of provision
of service and despatch of goods respectively.

– Revenue from healthcare services are recognised on discharge of the patients i.e. based on bills raised and also includes
revenue representing value of services rendered pending billing in respect of in-patients undergoing treatment as at the
end of the financial period. (Refer note no.4 of Schedule – 19:  Notes on Consolidated Balance Sheet and Profit & Loss
Account)

– Fixed price contract is recognised on the basis of milestone achieved or percentage of completion as per the contract and
other revenue from rendering of services is recognised as per the specific terms of the contract on the basis of man-
days/man-hour rates for services rendered.

– Sub-Licensing of Software Applications is recognized on the basis of granting rights to use such sub-licenses and Annual
Maintenance Contracts for Software Services is recognised on time proportion basis.

– Revenue from investment management and advisory services is recognized on accrual basis.

• Dividend is taken on accrual basis, if declared/received by the time of finalisation of the accounts.

4. FIXED ASSETS, DEPRECIATION AND AMORTISATION

i) Tangible

Fixed Assets:

� Fixed assets are stated at cost or at replacement cost in case of revaluation, less accumulated depreciation.

Depreciation & Amortisation:

– Depreciation on Plant and Machinery is provided on Straight Line Method. Depreciation on all other Fixed Assets is
calculated on the basis of Diminishing Balance Method at the rates prescribed in Schedule XIV of the Companies Act, 1956
except  incase of Escorts Heart Institute and Research Centre Limited  where Diminishing Balance Method is adopted on
Plant and Machinery.

4. Escorts Finance Investment & Leasing Pvt. Ltd. (EFILL) India 49.81% Escorts Limited April ’03-March ’04
49.81% ESCOTRAC

5. Hughes Escorts Communications Limited* India 25.10% Escorts Limited April ’03-March ’04

LIST OF ASSOCIATES
1. Escorts Finance Ltd. India 18.86% Escorts Limited April ’03-March ’04

(ceased w.e.f. 9th January, 2004) 20.71% EAL
2. Escorts Consumer Credit Ltd. India 5.88% ECEL April ’03-March ’04

17.65% ESL
23.53% EAML

3. Escorts Auto Components Ltd. India  31.98% EAML April ’03-March ’04
(ceased w.e.f 25th June, 2004) 11.48% Escorts Limited

4. Long Agri Business LLC, USA USA 49.00% EAMI January ’03-Dec ’03
5. Escotoonz Entertainment Pvt. Limited India 49.00% ESCOSOFT April ’03-March ’04

Name of the Company Country of Proportion of Held by Reporting period/
Incorporation  ownership  dates

SCHEDULE 16 : SIGNIFICANT ACCOUNTING POLICIES (Contd.)
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– Leasehold Land is amortised over a period of lease except at EHIRC where no write off is being made as the land is on long-
term lease.

– Leasehold Improvements are written over a period of six years.

– Depreciation in Companies related to e-commerce and software development is provided on straight-line method based on
estimated useful life of the assets.

ii) Intangible

� In accordance with Accounting Standard (AS) 26 - Intangible Assets are valued at cost less accumulated amortisation and any
impairment losses.

– Prototypes including work-in-progress developed during Research & Development and advances given for Tooling are
written-off over a period of four years.

– Technical Know-how fees and expenditure on major software products is written-off over period of six years.

– The fixed component of licence fees in case of Escotel Mobile Communications Limited and Escorts Telecommunications
Limited has been capitalised as an asset and amortised over the period of license.

– Goodwill is amortised over a period of ten years

5. INVENTORY VALUATION

Raw Material and Components, stores and machinery spares are stated at lower of  cost and net realisable value.

Loose Tools are stated at cost or under.

Work-in-Progress, Finished and Trading goods spares are stated at lower of cost and net realisable value.

In determining the cost of Raw Materials and Components, Tools, Jigs and Dies, Stores and Machinery Spares, Weighted Average
Cost Method is used while in the case of Trading goods FIFO Method is used.

Work in Progress and Finished Goods include cost of conversion and other costs incurred in bringing the Inventories to their present
location and condition.

6. RETIREMENT BENEFITS

The liability on account of Superannuation & Gratuity is provided on the basis of actuarial valuation.

7. LEAVE ENCASHMENT

The provision in accounts for leave encashment benefit to employees is based on actuarial valuation.

8. FOREIGN EXCHANGE FLUCTUATION

Transactions in foreign currency are recorded at the exchange rates prevailing at the dates of the transactions. Gains/losses arising
out of fluctuation in exchange rates on settlement are recognised in the Profit & Loss Account, except in case of fixed assets where
such gains/losses are adjusted to the carrying cost of the respective assets.

Foreign currency monetary assets & liabilities are restated at the exchange rate prevailing at the year end and the overall net gain/
loss is adjusted to the Profit & Loss Account, except in case of liabilities relating to acquisition of fixed assets which are adjusted to
the carrying cost of the respective assets.

In case of Forward Exchange Contracts, the difference between the forward rate and the exchange rate at the date of transaction
is recognised in the Profit & Loss Account over the life of the contract, except in case of liabilities relating to acquisition of fixed assets,
which are adjusted to the carrying cost of the respective assets.

9. INVESTMENTS

Current Investments are stated at lower of cost and fair value; and Long Term Investments, other than in Associates, at cost. Where
applicable, provision is made if there is a permanent fall in valuation of Long Term Investments.

Investments in Associates are accounted for on the basis of equity method.

10. BORROWING COST

Borrowing costs that are attributable to the acquisition, construction of qualifying assets are capitalised as part of cost of such assets
upto the date the assets are ready for its intended use. All other borrowing costs are recognised as an expense in the year in which
they are incurred.

11. DEFERRED REVENUE EXPENDITURE

Development expenditure represents Project related development expenditure/business process re-engineering consultancy.
Such expenditure is written off over a period of six years

Payment under Voluntary Retirement Scheme to the direct / indirect employees is written off over a period of five years.

Upfront & Structuring fees are written off during the period of the term of the respective loan.

SCHEDULE 16 : SIGNIFICANT ACCOUNTING POLICIES (Contd.)
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SCHEDULE 16 : SIGNIFICANT ACCOUNTING POLICIES (Contd.)

SCHEDULE 17 : RELATED PARTY DISCLOSURES

Related party disclosures (as identified and certified by the management)

Related party disclosures as required under Accounting Standard (AS-18) on “Related Party Disclosures” issued by the Institute of
Chartered Accountants of India are given below :

(i) Joint Ventures and Associates

Domestic

Carraro India Limited

Hughes Escorts Communications Limited

Escotrac Finance & Investments Private Limited

Escorts Finance Investment & Leasing Private Limited

Escorts Auto Components Limited

(ceased to be an Associate Company on 25th June, 2004)

Escorts Motors Limited

Escorts Consumer Credit Limited

Escotoonz Entertainment Pvt. Limited

Escorts Finance Limited

(ceased to be an Associate Company on 9th January, 2004)

Escort Mobile Communication Limited

(ceased to be a Joint Venture Company w.e.f. 10th June, 2004)

Overseas

Long Agribusiness LLC, USA

(ii) Key Management Personnel (Whole-Time Directors)

Mr. Rajan Nanda
Mr. Anil Nanda
(upto 29th January, 2004)

Mr. Nikhil Nanda

Preliminary Expenses and Deferred Revenue Expenditure incurred by Escorts Heart Super Speciality Institute Ltd.  and  Escorts
Heart Super Speciality Hospital Ltd.  during incorporation/construction period are written off over a period of 5 years from the date
of commencement of commercial operations.

12. DEFERRED TAX

Deferred Tax is recognised, subject to consideration of prudence, on timing differences, representing the difference between the
taxable income/(loss) and accounting income/(loss) that originated in one period and are capable of reversal in one or more
subsequent periods. Deferred Tax assets and liabilities are measured using tax rates and the tax laws that have been enacted or
substantively enacted by the Balance Sheet date. Deferred Tax assets viz. unabsorbed depreciation and carry forward losses are
recognised if there is virtual certainty that sufficient future taxable income will be available against which such deferred tax assets
can be realised.

13. TRANSLATION OF FOREIGN SUBSIDIARIES

In case of foreign subsidiaries, the revenue and expense transactions at the year end reflected in Profit & Loss Account have been
translated into Indian Rupees at an average exchange rate.

The assets and liabilities in the Balance Sheet have been translated into Indian Rupees at the closing exchange rate at the year end.

The resultant translation exchange, gain / loss is adjusted in Profit and Loss Account.
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(iii) Related Party Transactions –

TRANSACTIONS WITH JOINT VENTURES (Rs. Crores)

Nature of Transactions Escorts Escotrac Carraro Escorts Hughes Escorts Escorts Escotel Escorts Total
Finance Finance & India Motors Escorts Mahle JCB Mobile Claas
Invest- Invest- Ltd. Ltd. Communi- Ltd.2 Ltd.2 Communi- Ltd.2

ment & ment cations cations
Leasing Pvt. Ltd. Ltd. Ltd.

Pvt. Ltd.

Sale of goods - - 0.21 - - - - - - 0.21
- - - - - - - - - -

Rendering of services (Income) - 0.02 - - 0.10 - - 0.25 - 0.37
- - - - (0.35) (0.38) (0.31) (0.38) - (1.42)

Rent Income - - - - - - - - - -
- - - - - (0.19) (0.06) - (0.11) (0.36)

Interest Income - - - - - - - - - -
(1.12) (0.47) - - - (1.18) - - - (2.77)

Dividend Income - - - - 0.18 - - - - 0.18
- - - - (0.19) - (67.10) - - (67.29)

Amount written back - - - - - - - - - -
- - - - - (1.21) - - - (1.21)

Purchases of goods - - 14.98 - - - - - - 14.98
- - (5.66) - - (2.17) - - (4.85) (12.68)

Financial transactions
a) Interest expense - - - - - - - - - -

- - - - - - - - (0.27) (0.27)
b) Discounting charges paid - - - - - - - - - -

- - - - - - - - - -
Management contracts including for - - - - - - - 0.92 - 0.92
deputation of employees - - - - - - (0.09) (0.26) - (0.35)
Investments

Balance as at 1st April 2003 58.82 73.48 19.60 1.50 3.76 - - 186.66 - 343.82
Purchased during the period 25.00 25.00 - - - - - 81.60 - 131.60

(43.82) (48.44) - - - (47.85) - - - (140.11)
Sold during the period - - - - - - - 268.26 - 268.26

- - - - - (84.61) (0.32) - (4.20) (89.13)
Balance as at 30th June 2004 83.82 98.48 19.60 1.50 3.76 - - - - 207.16

(58.82) (73.48) (19.60) (1.50) (3.76) - - (186.66) - (343.82)
Loans Given

Balance as at 1st April 2003 25.00 25.00 - - - - - 87.63 - 137.63
Given/Additions during the period - - - - - - - - - -

(2.02) (0.47) - - - - - - - (2.49)
Returned/Adjusted during the period 25.00 25.00 - - - - - 87.63 - 137.63

(45.62) (48.73) - - - - - - - (94.35)
Balance as at 30th June 2004 - - - - - - - - - -

(25.00) (25.00) - - - - - (87.63) - (137.63)
Advances Given (incl. Running accounts)

Balance as at 1st April 2003 0.01 0.01 0.34 0.02 0.06 - - 0.23 - 0.67
Additions during the period - 0.02 - - 0.15 - - 1.36 - 1.53

- - - - (0.45) (2.47) (0.28) (0.65) (0.32) (4.17)
Reductions/Adjustments
during the period 0.01 0.01 0.34 - 0.12 - - 1.59 - 2.07

(1.01) (0.05) - - (0.45) (9.22) (0.35) (2.67) (0.43) (14.18)
Balance as at 30th June 2004 - 0.02 - 0.02 0.09 - - - - 0.13

(0.01) (0.01) (0.34) (0.02) (0.06) - - (0.23) - (0.67)
Receivables/Debtors

Balance as at 1st April 2003 - - - - - - - - - -
Additions during the period - - 0.21 - - - - - - 0.21

- - - - - - - - - -
Realizations during the period - - 0.21 - - - - - - 0.21

- - - - - - - - - -
Balance as at 30th June 2004 - - - - - - - - - -

- - - - - - - - - -
Payables

Balance as at 1st April 2003 - - 1.93 - - - - 0.06 - 1.99
Additions during the period - 0.02 14.98 - - - - - - 15.00

- - (5.65) - - - - - - (5.65)
Payments made during the period - - 16.76 - - - - 0.06 - 16.82

- - (4.30) - - - - (0.02) - (4.32)
Balance as at 30th June 2004 - 0.02 0.15 - - - - - - 0.17

- - (1.93) - - - - (0.06) - (1.99)
Guarantees - - - - - - - - - -

- - - - - - - (437.32) - (437.32)

SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT
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TRANSACTIONS WITH JOINT VENTURES (Contd.) (Rs. Crores)

Nature of Transactions Escorts Escotrac Carraro Escorts Hughes Escorts Escorts Escotel Escorts Total
Finance Finance & India Motors Escorts Mahle JCB Mobile Claas
Invest- Invest- Ltd. Ltd. Communi- Ltd.2 Ltd.2 Communi- Ltd.2

ment & ment cations cations
Leasing Pvt. Ltd. Ltd. Ltd.

Pvt. Ltd.

Provisions (Debts/Loans/Advances/Deposits)
Balance as at 1st April 2003 - - - - 0.07 - - - - 0.07
Additions during the period - - - - - - - - - -

- - - - - - - - - -
Write off out of existing Provisions - - - - - - - - - -

- - - - - (2.53) - - - (2.53)
Write back of Provisions - - - - - - - - - -

- - - - - (1.21) - - - (1.21)
Balance as at 30th June 2004 - - - - 0.07 - - - - 0.07

- - - - (0.07) - - - - (0.07)
Amounts directly written off - - - - - - - - - -

- - - - - (0.02) - - - (0.02)

NOTES :
1) The full amount of transactions and balances with Joint Ventures have been reported here although the same have been considered proportionately in the

preparation of consolidated Balance Sheet and Profit and Loss Account.
2) Ceased to be a related party during 2002-03. Hence disclosures for current period not applicable.
3) The figures in brackets pertains to previous year.

TRANSACTIONS WITH ASSOCIATES
(Rs. Crores)

Nature of Transactions Escorts Escorts Escotoonz Long Agri Goetze Total
Auto  Finance Ltd. 2 Entertainment Business  India

Component Pvt. Ltd. LLC USA Ltd.5

 Ltd. 1

Sale of goods - - - 56.07 - 56.07
- - - (32.41) (0.01) (32.42)

Rendering of services (Income) 0.16 0.12 - - - 0.28
- (0.45) - - (0.22) (0.67)

Rent Income - 0.03 0.03 - - 0.06
- (0.02) - - (0.31) (0.33)

Dividend Income - - - - - -
- - - - (0.69) (0.69)

Amount written back - - - - - -
- (0.10) - - (0.63) (0.73)

Purchases of goods 0.12 - - - - 0.12
- - - - (3.83) (3.83)

Receiving of services 0.47 0.07 - - - 0.54
(0.26) (0.12) - - - (0.38)

Financial transactions
a) Interest expense - 0.84 - - - 0.84

- (0.18) - - - (0.18)
b) Discounting charges paid - 2.50 - - - 2.50

- (0.12) - - - (0.12)

Management contracts including for deputation 0.35 - - - - 0.35
of employees (0.36) (0.01) - - (0.11) (0.48)
Fixed Assets

Purchase of Fixed Assets - - - - - -
- - - - - -

Sale of Fixed Assets - - - - - -
- - - - - -

Leasing or hire purchase arrangements - 0.09 - - - 0.09
- (0.34) - - - (0.34)

Investments
Balance as at 1st April 2003 0.40 13.51 - - - 13.91
Purchased during the period - - - - - -

- - - - - -
Sold/adjusted during the period 0.40 13.51 - - - 13.91

- - - - (21.33) (21.33)
Balance as at 30th June 2004 - - - - - -

(0.40) (13.51) - - - (13.91)

SCHEDULE 17 : RELATED PARTY DISCLOSURES (Contd.)
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Advances Given (incl. Running accounts)
Balance as at 1st April 2003 0.40 1.88 - - - 2.28
Additions during the period 1.43 0.70 - - - 2.13

(0.62) (0.20) - - (7.86) (8.68)
Returned/Adjusted during the period 1.83 2.58 - - - 4.41

(0.51) (0.18) - - (12.39) (13.08)
Balance as at 30th June 2004 - - - - - -

(0.40) (1.88) - - - (2.28)
Receivables/Debtors

Balance as at 1st April 2003 0.11 - - 28.86 - 28.97
Additions during the period 0.35 - 0.10 56.08 - 56.53

(0.25) - - (32.41) - (32.66)
Realisations/Adjustment during the period 0.46 - 0.01 63.54 - 64.01

(0.25) - - (5.75) - (6.00)
Balance as at 30th June 2004 - - 0.09 21.40 - 21.49

(0.11) - - (28.86) - (28.97)
Payables

Balance as at 1st April 2003 - 24.21 - - - 24.21
Additions during the period - 161.31 - - - 161.31

- (30.25) - - - (30.25)
Paid/Adjusted during the period - 185.52 - - - 185.52

- (7.24) - - - (7.24)
Balance as at 30th June 2004 - - - - - -

- (24.21) - - - (24.21)
Provisions (Debts/Loans/Advances/Deposits)

Balance as at 1st April 2003 - - - - - -
Additions during the period - - - - - -

- - - - - -
Write off out of existing Provisions - - - - - -

- - - - (1.54) (1.54)
Write back of Provisions - - - - - -

- (0.10) - - (0.63) (0.73)
Balance as at 30th June 2004 - - - - - -

- - - - - -
Amounts directly written off - - - - - -

NOTES:
1) Ceased to be an Associate w.e.f. 25th June 2004.

2) Ceased to be an Associate w.e.f. 9th January 2004.

3) Full amount of income and expense transactions have been shown in respect of companies which have ceased to be ‘Associate’ during the period
2003-04.

4) The previous year figures have been re-classified to the extent these pertain to Farmtrac Escorts Europe Sp z.o.o. (formerly Pol Mot Escorts Spolka z.o.o)
due to change in relationship.

5) Ceased to be a related party during 2002-03. Hence disclosures for current period not applicable.

6) The figures in brackets pertains to previous year.

TRANSACTIONS WITH ASSOCIATES (Contd.)
(Rs. Crores)

Nature of Transactions Escorts Escorts Escotoonz Long Agri Goetze Total
Auto  Finance Ltd. 2 Entertainment Business  India

Component Pvt. Ltd. LLC USA Ltd.5

 Ltd. 1

TRANSACTIONS WITH KEY MANAGEMENT PERSONNEL
(Rs. Crores)

Nature of Transactions Mr. Rajan Nanda Mr. Anil Nanda @ Mr. Nikhil Nanda Total

Managerial Remuneration Paid 0.41 - 0.40 0.81
(0.33) (0.29) (0.33) (0.95)

Assignment of Keyman - - - -
Insurance Policy - - (0.26) (0.26)

@ Key Management Personnel upto 29th January 2004.

NOTE : The figures in brackets pertains to previous year.

SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT
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SCHEDULE 18 : SEGMENT INFORMATION FOR THE PERIOD ENDED JUNE 30, 2004
I) INFORMATION ABOUT PRIMARY BUSINESS SEGMENTS

Rs. Crores

Agri- Construction Telecom Healthcare Railway Auto Other Unallocated Consolidated
machinery Equipment Equipments Ancillary Operations Total
Products Products

Revenue 950.38 147.04 259.11 327.15 100.19 105.12 54.99 86.41 2,030.39
(622.35) (248.05) (171.83) (206.09) (84.07) (160.36) (30.82) (176.32) (1,699.89)

Less: Inter-segment 16.31 0.50 0.30 0.15 0.93 1.83 3.03 2.05 25.10
(2.71) – – – – – – – (2.71)

Revenue - External 934.07 146.54 258.81 327.00 99.26 103.29 51.96 84.36 2,005.29

(619.64) (248.05) (171.83) (206.09) (84.07) (160.36) (30.82) (176.32) (1,697.18)
Results :

Segment result (70.75) 2.28 (101.22) 9.77 17.75 (7.13) (17.29) (166.59)
(-112.40) (32.34) (-5.11) (19.18) (17.21) (-5.99) (-18.31) (-73.08)

Other unallocated expenditure (63.66) (63.66)
(net of unallocable income)

(-48.78) (-48.78)
Interest Expense (219.17) (219.17)

(-167.65) (-167.65)
Interest Income 27.17 27.17

(35.18) (35.18)
Dividend Income 0.10 0.10

(68.18) (68.18)
Share in Loss of Associates (11.89) (11.89)

(-25.38) (-25.38)
Provision for Impairment of Assets (69.43) (69.43)

(-) (-)
Surplus on Sale of Investments 72.65 72.65

(69.49) (69.49)

Profit before Taxation (70.75) 2.28 (101.22) 9.77 17.75 (7.13) (17.29) (264.23) (430.82)

(-112.40) (32.34) (-5.11) (19.18) (17.21) (-5.99) (-18.31) (-68.96) (-142.04)
Provision for Taxation:
– Current Tax 11.60 11.60

(11.81) (11.81)
– Deferred Tax (115.92) (115.92)

(-2.03) (-2.03)

Profit after Tax (70.75) 2.28 (101.22) 9.77 17.75 (7.13) (17.29) (159.91) (326.50)

(-112.40) (32.34) (-5.11) (19.18) (17.21) (-5.99) (-18.31) (-78.74) (-151.82)
Other Information :

Segment Assets 857.96 67.84 32.10 287.23 61.60 64.96 145.75 591.30 2,108.74
(828.50) (60.53) (704.99) (231.03) (52.45) (64.93) (220.16) (489.58) (2,652.17)

Segment Liabilities 302.35 35.71 11.19 43.67 11.62 20.75 41.52 1,080.81 1,547.62
(250.51) (32.24) (98.08) (30.31) (9.96) (15.46) (57.19) (1,687.51) (2,181.26)

Additions to Tangible
Fixed Assets 19.18 0.86 2.35 34.51 9.16 8.09 0.82 1.75 76.72

(11.68) (0.52) (36.18) (134.86) (5.04) (7.62) (5.05) (18.21) (219.16)
Additions to Intangible
Fixed Assets 9.19 0.52 – 34.58 0.08 0.04 2.00 – 46.41

– – – (0.35) – – – – (0.35)
Depreciation and Amortisation 56.02 2.27 94.36 43.03 4.01 3.98 9.13 9.22 222.02

(45.79) (3.88) (63.48) (16.52) (3.45) (5.98) (9.93) (8.42) (157.45)
Non-cash Expenses other than
Depreciation & Amortisation 7.76 0.89 159.34 – 0.07 0.30 9.51 1.05 178.92

(8.27) (0.23) (2.31) (0.01) (1.20) (0.51) (2.99) (0.07) (15.59)

ii) INFORMATION ABOUT SECONDARY GEOGRAPHICAL SEGMENTS

India Outside Consolidated
India Total

Revenue by Geographical Market-External 1,846.97 158.32 2,005.29
(1,543.17) (154.01) (1,697.18)

Carrying amount of Segment Assets 2,063.63 45.11 2,108.74
(2,133.38) (29.21) (2,162.59)

Addition to Tangible Fixed Assets 74.09 2.63 76.72
(219.09) (0.07) (219.16)

Additions to Intangible Fixed Assets 44.45 1.96 46.41
(0.35) – (0.35)
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iii) Notes:
(a) The Company is organised into seven main business segments, namely;

– Agri-machinery Products : comprising of Tractors, Harvestor Combines, Spares and Agri products.

– Auto Ancillary Products : comprising of Shock Absorbers, Telescopic Front Forks and McPherson Struts.

– Railway Equipments : comprising of Shock Absorbers, Couplers and Brake Blocks.

– Construction Equipments : comprising of Earthmoving equipment, Material handling equipment, Road construction
equipment.

– Healthcare Services : comprising of Super-special heart care and various other multi speciality medical
facilities.

– Telecom Services : comprising of Cellular Telecommunication Services.

– Other Operations : comprising of Software Development, Internet Service Provider and other E-Commerce
services, Financial and Investment services

The segments have been identified and reported taking into account, the nature of products and services, the differing risks
and returns, the organisation structure, and the internal financial reporting systems.

(b) Segment Revenue, Results, Assets and Liabilities include the respective amounts identifiable with each of the segments and
are determined before intra-enterprise balances and intra-enterprise transactions are eliminated as part of the process of
preparation of enterprise financial statements, except to the extent that such intra-enterprise balances and transactions are
within a single segment.

Segment Revenue and Results does not include interest income, dividend income, interest expense, profit/(loss) on sale of
investments/assets, other exceptional provisions or losses, income tax provisions and corporate expenses/incomes. Segment
Assets and Liabilities does not include any interest or dividend generating assets, interest bearing liabilities, income tax assets/
liabilities and corporate assets/liabilities.

Such exclusion from Segments as mentioned above have been grouped under the head ‘Unallocables’.

(c) Segment Revenue in the geographical market considered for disclosure are as follows:

– Revenue outsides India includes sales to customers located outside India and earnings outside India

– Revenue within India includes sales to customers located within India and earnings in India

– Carrying amount of Segment assets has been determined by location of assets

– Additions to tangible and intangible fixed assets has been determined by location of assets

(d) Figures in brackets pertains to previous year.

SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 18 : SEGMENT INFORMATION FOR THE PERIOD ENDED JUNE 30, 2004 (Contd.)

SCHEDULE 19 : NOTES ON CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

1.0 The Company entered into an agreement on the 15th of January 2004 to divest its entire holding of equity in the telecom subsidiary
companies i.e. Escotel Mobile Communications Limited (EMCL) and Escorts Telecommunications Limited (ETL). The sale transaction
in case of EMCL has been completed on 10th June, 2004 and the ETL transaction is yet to be completed.

1.1 Escorts Telecommunications Limited got the license to operate cellular  mobile phone service in the Telecom Circles of Punjab,
UP(East), Rajasthan and Himachal Pradesh with effect from October 5, 2001 for a period of twenty years. The licence fees of
Rs. 230.35 crores paid as entry fees was capitalised in the books and was being amortised over the license period of twenty years.
On 1st April 2003 the license to operate in Punjab  was disposed off in a scheme of demerger and the loss on transfer of licence has
been charged to Profit & Loss a/c. As the project has not taken off, total  amount of Pre operative expenses outstanding in the books
amounting to Rs. 96.39 crores along with capital advance of Rs. 1.00 crore and capital work-in-progress of Rs 0.31 crore have been
charged to the Profit & Loss account. Subsequently the Company alongwith other licences in the telecom circles of UP(East),
Rajasthan and Himachal Pradesh  has also been divested vide an agreement as detailed in note no. 1.0 above.

 2 Consequent to an agreement dated 31st March, 2000 between the Company and Hughes Network Systems (HNS), the joint venture
partner of the company in Hughes Escorts Communication Limited (HECL), and ICICI Bank Ltd. (ICICI), the company sold 34,50,000
equity shares of HECL to Escorts Motors Limited (EML).  HNS and ICICI thereafter subscribed to the equity share capital of EML
equally to hold 98% of its total equity share capital. Under the terms of  the agreement, the Company had given an assurance to HNS
and ICICI of a minimum return compounded annually for a period of four years . On the other hand, the company had been assured
by both HNS and ICICI severally that gain on disinvestment of the said HECL equity shares over the assured minimum return will be
shared by them  equally with the Company. Subsequent to 31st March 2004, the Company has in terms of earlier agreement agreed
to purchase the 49% holding in EML from ICICI and has advanced Rs. 68 crores towards it which has been grouped under Advances
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recoverable in cash or kind’  in Schedule 7 ‘Loans & Advances’.  The agreement with HNS has been extended till 31st March 2005,
however, the assurance of return has ceased  accruing on 31st March 2003. However discussions are being held to finalise the terms.

3. In case of Escorts Construction Equipment Ltd., the balances outstanding against sundry debtors and loans & advances amounting
to Rs.19.23 crores are subject to reconciliation/confirmation by the respective parties.  Pending complete reconciliation and confirmation
of balances, Rs.4.81 crores of Debtors and Rs.0.91 crores of Loans & Advances have been classified   as doubtful and a provision
for the same has been made. Shortfall in provision, if any, will be made after completion of reconciliation and confirmation from
respective parties.

4. In Healthcare business, upto the previous year revenue from patients was recognized on discharge of the patients, i.e., based on
the bills raised.  During the period, the healthcare companies has changed its policy and has also recognized revenue representing
value of services rendered pending billing in respect of in-patients undergoing treatment as at the end of the financial period.  As a
result, operating income from in-patients (Healthcare) in Schedule 9 ‘Business Income’ is higher by Rs. 3.21 crores and the profit for
the period after taxation is higher by Rs. 2.06 crores.

5. In case of Escorts Heart Institute and Research Centre Ltd. (EHIRCL)

5.1 The Hon’ble High Court of Delhi (Court), in March 2004 made EHIRCL a party to a Public Interest Litigation (PIL) filed in July
2002, concerning the applicability of certain conditions on certain plots of land allotted to EHIRCL, by the Delhi Development
Authority. The PIL is being defended and the matter is pending in the court. EHIRCL shall take appropriate steps after
judgement in the said matter is pronounced.

5.2 During the course of survey on August 21, 2003 under Section 133A of the Income-tax Act, 1961, the Income-tax Authorities
impounded certain statutory records of EHIRCL, which are still in possession of the Authorities.

6. Net Deferred Tax Asset/(Liability) as at 30th June, 2004 comprises of the following:

(Rs. Crores)

Net Deferred Tax Asset

Deferred tax assets/ Credit/(charge) Deferred tax assets/
Particulars (liabilities) as at during the year (liabilities) as at

31.03.2003 30.06.2004

Accumulated Losses 8.27 40.80 49.07

Depreciation (91.98) 9.73 (82.25)

Unabsorbed Depreciation 8.39 (4.74) 3.65

Deferred Revenue Expenditure (7.69) 3.46 (4.23)

Disallowance u/s 43 B 5.26 12.12 17.38

Provision for Doubtful Debts/Loans & Advances 8.92 53.18 62.10

Others 1.26 1.38 2.64

Total (67.57) 115.93 48.36

Net Deferred Tax Liability

Deferred tax assets/ Credit/(charge) Deferred tax assets/
Particulars (liabilities) as at during the year (liabilities) as at

31.03.2003 30.06.2004

Accumulated Losses – – –

Depreciation (4.27) 0.26 (4.01)

Unabsorbed Depreciation – – –

Deferred Revenue Expenditure – (0.27) (0.27)

Disallowance u/s 43 B – – –

Provision for Doubtful Debts – – –

Others – – –

Total (4.27) (0.01) (4.28)

SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)
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7. Contingent Liability 2003-04 2002-03

i) Estimated amounts of contracts remaining to be executed on
capital account not provided for 31.67 23.80

ii) * Claims not acknowledged as debts 43.27 11.33

iii) There is a Contingent liability of :

* (a) Excise duty demands not acknowledged as liability 43.92 28.91

* (b) Others not acknowledged as liability till a demand is raised – 0.17

* (c) ESI additional demand not acknowledged as liability 11.71 6.11

* (d) Sales Tax/Income Tax demand not acknowledged as liability 1.88 6.15

@ (e) Demand raised by Income Tax department, disputed by the 45.00 –
Company and appeal has been filed

* (f) Pending Legal Cases - Personnel 3.19 1.13

* (g) Faridabad Municipal Corporation
(litigation against demand for external development charges) 2.38 2.38

Gross 108.08 44.85

Net of Tax 68.53 28.37

(h) Guarantees executed in favour of Customs/Excise Authorities 9.04 11.16

(i) Guarantees (financial and performance) to Banks and Financial Institutions 40.43 23.69

* The amounts indicated as contingent liability or claims against the Company only reflect the basic value, interest or  legal costs,
being indeterminable, not considered.

@ In a recently concluded assessment for the year ending 31.03.2001, an addition of Rs 88.00 crores has been made by Income
Tax department, being 80% of the net worth of Escorts Heart Institute & Research Centre Limited, which is a subsidiary along
with few other disallowances and hence created a demand of Rs. 53.08 crores.  After first appeal considering the relief allowed
by CIT(A) the revised demand works out to Rs. 45.00 crores. The Appeal is pending before the Income Tax Tribunal.
According to the Company, this demand shall not survive after the appeals since it is highly contentious and debatable.
However, an amount of Rs 33.17 crores has been adjusted / paid till date under protest.

8. Earnings per Share (EPS) 2003-04 2002-03

(a) Profit/(Loss) after tax attributable to the Company (Rs. Crores) (325.38) (153.00)

(b) Total number of Equity Shares 62,034,335 61,948,237

(c) Basic and Diluted Earnings Per Share (Rupees) (52.45) (24.70)

9. Miscellaneous expenditure (to the extent not written off or adjusted) represents:

2003-04 2002-03

(a) Development expenditure 10.66 1.74

Add: Additions during the period – 13.18

Less: Written off during the period 5.69 4.97 4.26 10.66

(b) Payments under Voluntary Retirement Scheme 12.04 13.22

Add : Additions during the period 7.43 6.35

Less: Written off during the period 8.63 10.84 7.53 12.04

(c) Upfront fees 1.59 2.94

Add : Additions during the period – 0.32

Less: Written off during the period 1.36 0.23 1.67 1.59

(d) Preliminary Expenditure 0.24 0.47

Add : Additions during the period 0.11 –

Less: Written off during the period 0.21 0.14 0.23 0.24

(e) Other Deferred Revenue Expenditure 1.62 2.46

Add : Additions during the period 0.03 0.78

Less : Written off during the period 0.95 0.70 1.62 1.62

Total 16.88 26.15

SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)
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10. In accordance with Accounting Standard (AS19) “Leases” the disclosure under various leases are hereunder:

(a) Assets acquired under finance lease during the period 2003-04 :

Furniture & Equipments Vehicles
Fixtures

Total Additions 1.91 – 1.80
(4.12) (–) (1.16)

Finance lease arrangement:

Opening Original Cost 1.22 0.26 0.68
(–) (–) (–)

Additions during the period – – 0.40
(1.22) (0.26) (0.68)

Deletion during the period – – 0.48
(–) (–) (–)

Closing Original Cost 1.22 0.26 0.60
(1.22) (0.26) (0.68)

Depreciation under finance lease 0.74 0.17 0.16
(0.33) (0.12) (0.08)

Net carrying value as on June 30, 2004 0.48 0.09 0.44
(0.89) (0.14) (0.60)

Amount of minimum lease payments outstanding and present value thereof as on June 30, 2004:

Minimum Present value Future interest
lease payments of minimum on outstanding

outstanding lease payments lease payments
outstanding

Total Amount due 1.38 0.90 0.48
(1.91) (1.59) (0.32)

Due within one year 0.74 0.59 0.15
(0.69) (0.53) (0.16)

Due later than one year and not later than five years 0.64 0.31 0.33
(1.22) (1.06) (0.16)

All the lease arrangements are upto five years.

(b) Assets taken on cancellable operating leases:

The total lease payments recognised in profit and loss statement for the period ended June 30, 2004 is Rs. 3.26 crores
(Previous Year Rs. 1.93 crores). The cancellable operating leases pertaining to offices, infrastructure houses and vehicles are
for periods between 1-3 years. In respect of leases for sites, the period ranges from 5-15 years. Terms of lease includes terms
of renewal, increase in rents for future periods and terms of cancellation.

(c) Assets taken under Non-cancellable operating leases:

The details of future minimum lease payments under non-cancellable operating leases are as follows:

Due within one year 0.11
(0.11)

Due later than one year and not later than five years 0.53
(0.50)

Due later than five years 0.35
(0.52)

In the non-cancellable operating lease, the lease agreement has a provision for renewal of further period of ten years with mutual
consent.

SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)
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(d) Assets given on Finance lease as on June 30, 2004 : Amt. Recoverable in
next one year

Gross investment in lease 0.01
(0.02)

Less: Unearned Finance Income (Current Year : Rs. 10,062/-; Previous Year: Nil) –
(–)

Present value of minimum lease payments 0.01
(0.02)

11. (a) Escotel Mobile Communications Limited (EMCL), a joint venture company, was divested during the period. For the purpose of
consolidation, the gain or loss on disposal of interest in EMCL has been represented by the difference between Company’s
share in net liabilities of EMCL as on the date of disposal and the disposal proceeds. On the date of disposal, Company
has a share of loss in EMCL of Rs. (-) 491.70 crores after taking into account the proportionate losses of the current year
amounting to Rs. 53.61 crores and an investment of Rs. 268.26 crores resulting into share in net liability in EMCL of
Rs. 223.44  crores. The disposal consideration is Rs. 293.11 crores and thus results in a gain of Rs. 516.55 crores out of
which Rs. 438.09 crores has been adjusted through accumulated losses brought forward and remaining is credited to the
consolidated profit and loss account.

(b) Proportionate share of joint ventures in the following line items is given below as there is no separate schedule attached:

2003-04 2002-03

– Gross Sales 59.16 283.29

Less: Excise 4.83 32.88

Net Sales 54.33 250.41

– Depreciation 7.96 72.08

– Provision for Taxation:

Current Taxation 1.18 –

Deferred Taxation (0.08) 137.62

– Deferred Tax Asset 2.52 2.46

– Investments 53.44 47.58

– Miscellaneous Expenditure – * 0.27
(to the extent not written off or adjusted)

– Contingent Liability 15.80 31.02

* (Rs. 39,350/-)

12. Current accounting period is for 15 months  from April 1, 2003 to June 30, 2004 whereas the corresponding previous period is for 12
months ended March 31, 2003. Therefore, the figures for the previous period are not comparable with that of the current period.
Previous year figures have been regrouped wherever necessary, to conform to the current period classification.

SCHEDULES 1-19 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT & LOSS ACCOUNT

SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)
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CONSOLIDATED CASH FLOW STATEMENT OF ESCORTS LIMITED

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

A. CASH FLOW FROM OPERATING ACTIVITIES

Net Profit/(Loss) before tax (430.82) (142.04)

Adjustments for :

Depreciation 205.18 142.15

Misc. Exp./Assets Write off / Provisions 30.51 39.07

Pre-operative expd. pending allocation w/off 87.31 –

Impairment of Assets Provided 69.43 –

Interest Expense 219.17 167.65

Surplus on sale of investments (72.65) (69.49)

Dividend Income (0.10) (68.18)

Interest Income (27.17) (35.18)

Operating Profit before working capital changes 80.86 33.98

Adjustments for :

Trade and other Receivables (58.93) 136.59

Inventories (15.37) 14.89

Trade Payables 74.43 (192.42)

Miscellaneous Expenditure (7.57) (20.63)

Cash Generated from Operations 73.42 (27.59)

Direct Taxes Paid (net of refunds received) (16.44) (1.02)

Net Cash Flow from Operating activities 56.98 (28.61)

B. CASH FLOW FROM INVESTING ACTIVITIES

Payment of licence fees / pre-operative expenditure (1.64) (47.43)

Purchase of Fixed Assets (118.63) (127.32)

Sale of Fixed Assets 152.41 5.08

Purchase of Investments (73.63) (144.53)

Proceeds from Sale of Investments 196.00 336.78

Interest Received 28.76 35.18

Dividend Received 0.10 68.18

Net Cash used in Investing activities 183.37 125.94
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C. CASH FLOW USED IN FINANCING ACTIVITIES

Proceeds from Issue of Share Capital 0.09 1.52

Proceeds from Long Term Borrowings 273.10 281.76

Less: Repayment of Long Term Borrowings 329.22 (56.12) 209.74 72.02

Net Proceeds from Short Term Borrowings (8.83) 5.33

Interest Paid (218.23) (169.37)

Dividend Paid (7.22) (7.22)

Dividend Tax Paid (0.93) –

Net Cash used in Financing activities (291.24) (97.72)

Net Increase/(Decrease) in Cash and Cash equivalents (50.89) (0.39)

Cash and Cash equivalents as at 01.04.2003 75.81 76.20

Cash and Cash equivalents as at 30.06.2004 24.92 75.81

NOTES :

1. Cash and Cash equivalents include Cash-in-hand, Demand Deposits with Banks and Short-term highly liquid investments.

2. Previous year figures have been regrouped wherever necessary.

CONSOLIDATED CASH FLOW STATEMENT OF ESCORTS LIMITED  (Contd.)

Period ended Year ended
30.06.2004 31.03.2003
Rs. Crores Rs. Crores

RAJAN NANDA NIKHIL NANDA PROF. DR. M.G.K. MENON
Chairman and Executive Director Director
Managing Director

G.B. MATHUR SHAILENDRA TANDON
Vice President - Law & Corporate Head - Finance & Strategy
Company Secretary

As per our report attached
For S.N. DHAWAN & CO.

Chartered Accountants
C-37, Connaught Place
New Delhi - 110 001 VIJAY DHAWAN
Dated : February 17, 2005 Partner

M.No. 12565
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STATEMENT REGARDING SUBSIDIARY COMPANIES PURSUANT TO SECTION 212 OF THE COMPANIES ACT,1956.

Sr. Name of the Company Financial Year Share Capital Reserves & Total Assets

No. Surplus

Total Total Total Deferred Mis.

Fixed Investment Current Tax Expenditure

Assets Assets Assets

1 Escorts Construction

Equipment Limited April ’03-March ’04 710,000.00 - 163,956.50 140.40 584,888.11 - 13,012.74

2 Escorts Agri Machinery Inc.

(1US $ = Rs. 45.61)* January ’03-Dec. ’03 442,074.93 - 23,846.69 281,568.64 90,005.36 - -

3 Farmtrac Tractors Europe

Spolka A.o.o.(1PLN  =  Rs. 12.1377)* January ’03-Dec. ’03 72,826.20 - 29,482.66 - 68,811.92 - -

4 Escorts Heart Institute and

Research Centre Limited April ’03-March ’04 20,003.00 1,946,638.75 1,069,193.12 792,014.00 659,720.90 - -

5 Escorts Heart and Super

Speciality Institute Limited (ASR) April ’03-March ’04 139,510.50 39,600.00 352,989.42 - 18,850.30 49,729.59 3,124.39

6 Escorts Heart and Super

Speciality Hospital Limited (Jaipur) April ’03-March ’04 500.00 - - - 40.84 - 465.64

7 Escorts Heart Centre Limited (Kanpur) April ’03-March ’04 19,700.00 - 16,469.58 - 5,888.55 11,032.18 -

8 Escorts Hospital and

Research Centre Limited (Faridabad) April ’03-March ’04 220,000.00 230,000.00 534,909.07 - 74,661.92 21,563.68 -

9 Escosoft Technologies Limited April ’03-March ’04 188,001.50 - 13,564.18 29,673.75 108,507.07 - -

10 Escosoft Technologies (USA) Limited January ’03-Dec. ’03 10,120.78 - - - 120.24 - -

11 Escosoft Technologies (UK)

Pvt. Limited (1GBP = Rs. 79.60)* April ’03-March ’04 24,280.39 - 112.24 17,829.29 310.68 - -

12 Escosoft Singapore Pte. Limited

(1S$ = Rs. 26.1978)* April ’03-March ’04 4,453.63 - - - 715.41 - -

13 E-Soft (Mauritius) Holding Limited April ’03-March ’04 21,599.62 - - - 302.47 - -

14 IFS Solutions Limited April ’03-March ’04 15,000.00 - 18,106.80 - 18,652.76 3,690.39 -

15 CA Escosoft Limited April ’03-March ’04 39,500.00 - - - 17,163.84 - -

16 Escorts Automotives Limited April ’03-March ’04 100,000.00 1,426.62 3,286.14 69,648.18 803,692.28 2,552.00 -

17 Escorts Securities Limited April ’03-March ’04 62,000.00 12,669.27 4,984.31 8,962.91 179,789.29 3,423.23 553.00

18 Escorts Asset Management Limited April ’03-March ’04 110,000.00 12,035.24 920.33 61,132.00 58,506.47 1,642.84 3,392.21

19 Esconet Services Limited April ’03-March ’04 693,028.00 - 10,191.91 467,903.95 81,626.47 - 13.11

20 Cellnext Solutions Limited April ’03-March ’04 210,703.30 - 8,188.84 - 19,571.24 2,381.52 -

21 iServ India Solutions Pvt. Limited April ’03-March ’04 190,000.25 - 20,438.44 - 3,947.29 - -

22 Automatrix India Pvt. Limited April ’03-March ’04 48,006.00 - 856.10 - 770.31 - -

23 Escorts Telecom Services Limited April ’03-March ’04 500.00 - - - 396.28 - 4.44

24 Escorts Health Care Services Limited April ’03-March ’04 500.00 - - - 419.49 - 96.83

25 Escorts Telecommunications Limited April ’03-March ’04 610,000.00 - 693,725.00 - 13,037.00 - -

NOTES :

1 The Annual Accounts alongwith the Reports thereon of the subsidiary companies are not being attached in view of the exemption granted by Government of India, Ministry of Company Affairs,
vide letter no. 47/16/2004-CL-III, dated 18th November, 2004.The said annual accounts and the related detailed information will be made available to the holding and subsidiary company’s investors
seeking such information, at any point of time (during the business hours). The annual accounts of subsidiary companies will also be kept for inspection by any investor at the head office of the
Company/subsidiary companies.

2* The figures of these companies have been converted into Indian rupees equivalent as per the exchange rate applicable on the respective balance sheet date.
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(Rs.  ’000)

Total Liabilities Details of Turnover Profit Provision Profit Proposed

Investment before Tax for Tax aftrer Tax Dividend

Pre-operative Profit & Total Deferred Tax Current Other than

Exp. Pending Loss Loans Liability Liability & in Subsi-

Allocation Provisions diaries

- 403,335.63 89,368.98 - 365,964.41 140.40 1,135,360.89 3,011.58 - 3,011.58 -

- 135,132.40 - - 88,478.15 - 122,025.50 (21,897.77) (2,553.07) (19,344.71) -

- 63,634.98 - - 89,103.36 - 122,615.68 (11,296.61) - (11,296.61) -

- - 237,100.00 2,637.20 314,549.06 - 2,073,456.24 272,159.57 93,561.32 178,598.25 -

- 87,081.72 268,100.00 - 64,564.92 - 130,994.99 (94,132.72) (33,646.66) (60,486.07) -

- - - - 6.48 - - - - - -

- 20,007.34 13,277.38 - 20,420.28 - 23,069.84 (10,690.90) (3,790.02) (6,900.88) -

- 42,162.07 171,781.33 - 51,515.41 - 269,767.35 (102,912.63) (37,129.68) (65,782.95) -

- 156,220.96 56,849.16 - 63,115.30 - 37,845.37 (40,743.37) - (40,743.37) -

- 10,206.72 - - 206.18 - - (76.98) - (76.98) -

- 6,332.50 - - 304.31 - - (1,604.42) - (1,604.42) -

- 3,923.96 - - 185.74 - - (213.33) - (213.33) -

- 21,438.55 - - 141.40 - - (20,037.84) - (20,037.84) -

- 7,657.94 375.70 - 32,732.18 - 43,611.45 760.53 (3,633.35) 4,393.88 -

- 24,718.93 - - 2,382.77 - - (52.24) - (52.24) -

- 196,774.46 882,322.86 - 92,203.58 69,648.18 59,334.38 (113,297.27) - (113,297.27) -

- - 71,633.58 - 51,409.88 8,962.91 42,392.86 1,920.09 (3,103.11) 5,023.20 -

- - - - 3,558.60 41,434.00 13,694.74 3,236.45 2,611.27 625.18 -

- 200,416.84 39.37 - 67,084.91 22,500.00 - (81,734.91) (2.39) (81,732.52) -

- 193,064.03 - 255.04 12,247.28 - 38,286.39 (40,087.82) (1,788.12) (38,299.71) -

- 259,904.46 60,000.00 - 34,289.93 - 17,417.57 (85,289.80) - (85,289.80) -

50,691.19 - - - 4,311.61 - - - - - -

119.29 - - - 20.00 - - - - - -

- - 5.67 - 10.65 - - - - - -

- 1,295,164.00 1,352,903.00 - 39,023.00 - - (1,294,611.00) 553.00 (1,295,164.00) -

RAJAN NANDA NIKHIL NANDA PROF. DR. M.G.K. MENON
Chairman and Executive Director Director
Managing Director

G.B. MATHUR SHAILENDRA TANDON
Vice President - Law & Corporate Head - Finance & Strategy
Company Secretary

Dated : February 17, 2005
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Corporate Centre: 15/5 Mathura Road, Faridabad - 121 003, India.
Tel: 0129-225 0222 Fax: 0129-225 0060
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