


1

Dear Shareholder,

The year 2007-08 has been one of the most signifi cant for Escorts India. The seeds sown this year past 
will have fruits that will be harvested for a long time to come.

Before we refl ect on our momentous successes, we must take note of the environment in which 
we operated. The year 2007-08 was marked with severe economic strains of rampaging infl ation, 
unprecedented fuel costs, tightening interest rates by the central bank in the fi rst half and virtual 
cessation of farm loans in the second. If these were not enough, the farm economy slowed down and 
the government failed to increase support prices. 

In that mix, tractor prices which had to fi rm up to account for infl ationary prices slid later in the year. 
Sales slowed through the year, fi rst, due to higher prices and later due to poor credit availability from 
public sector banks and the limited capacity of NBFCs, cooperative banks and regional banks to make 
up the defi cit. The fi nal straw came in the form of the global meltdown that made the rupee weaker, 
imports costlier and dampened exports. 

For the farming community, the year was signifi cant for both the right and the wrong reasons. The 
government sought to ease the pain of many farmers by waiving their loans. That said, it failed to 
provide an adequate enough mechanism for the fallout for the banking community. In fi scal 2008-09, 
priority sector lending has failed to meet one third of its targets. Consequently, farm credit has gone 
through a huge squeeze in the past nine months. However, some semblance of normalcy is reappearing 
as it has become evident that it is rural India which is the most resilient in these recessionary times. 

Chairman’s Message
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Despite this grim economic setting, your company has ended the year with a strong, profi table showing, 
putting behind the years of struggle. For Escorts, the return to profi ts was a clear demonstration of your 
company’s restored health and success of the revamp. Your company announced a profi t of Rs. 11.87 crore 
on the back of a slew of strategies that has delivered higher domestic market share, improved earnings 
from a lower market base, structural reorganisation and greater cost and operational effi ciencies.

Escorts Limited has proven through its performance in fi scal 2007-08 that the efforts to strengthen the 
fundamentals of the company, sharpen focus on core strengths, build value for customers and drive 
operational effi ciencies have put the company on a profi table track. Of the many initiatives that were 
undertaken, the biggest contributor has certainly been the initiatives in revamping the economics 
of the business by focussing on cost compression. A slew of initiatives has resulted in a saving of 
over Rs. 100 crore by eliminating waste, working more effi ciently, right-sizing the work force, 
reduction of held stock and negotiating better prices from our suppliers.

AGRI MACHINERY BUSINESS

Despite industry slowdown in tractor sales, Escorts Limited maintained its overall sales performance. 
Domestic sales in particular demonstrated strong growth and Escorts captured incremental growth 
beyond the industrial volume of the market by adding niche products to the portfolio as also going up 
the value chain.

The cost compression and rationalization exercise coupled with structural organization and improving 
operational effi ciencies is reaping rewards for the company. The results are already encouraging and 
validate the entire exercise. 

Your company wants to expand its horizons to become a complete farm solutions provider from 
just being a tractor manufacturer. Our aim will be to develop solutions that will enhance agricultural 
productivity and improve quality of life in rural India. 

Your company has aggressive plans of further increasing the market reach and subsequently market share 
by offering price competitive models of global quality. This, backed by spare-parts & after sales service 
support deliveries, will help us deliver to our customers an overall satisfaction and success package for a 
long-term win-win relationship. 

Escorts is further increasing the market reach and subsequently the market share by offering price competitive 
models of global quality norms in terms of technology, performance and durability. Better marketing, 
innovative products, robust fi nancial systems and controls, dealership penetration and greater emphasis on 
export markets will be the key pillars on which our growth strategies will be based. 

The agri machinery business registered strong growth in profi tability. Right through the year, despite 
diffi cult market conditions, Escorts increased its market share. In the current economic situation, the 
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agriculture sector with its relative insularity from the buffets of global fi nancial collapse can provide 
India the necessary growth engine. 

CONSTRUCTION EQUIPMENT BUSINESS - ECEL     

The Construction Equipment Business has been recording a handsome y-o-y growth in its gross 
revenues in the fi nancial year ending 31st March 2007. The company topped it up further by registering 
an impressive 50% topline growth in the current year that ended on 31st March 2008. 

As one of the major milestones in its transformation journey, ECEL has just moved into its state-of-the-
art and intelligent manufacturing & assembly facility in Ballabgarh, which spans a covered area of over 
250,000 sq. ft., spread over 15 acres land. This factory is equipped with contemporary capabilities and 
processes to facilitate a three-time increase in its production capacity for its existing as well as new, 
high quality products. 

ECEL has set its sights to an ambitious growth plan over the next fi ve years, thanks to a slew of new 
product introductions as well market expansion strategies, which shall pan out from the beginning 
of calendar year 2009. 

However, given the recent global fi nancial and economic turmoil, the tremors of which are being felt 
on the Indian economy, ECEL too faces growth challenges in the FY 2008-09 and the shorter term. In 
the fi rst half of FY 2008-09, ECEL also had to contend with an unprecedented hike in the input costs, 
driven by steel.

ECEL has been particularly impacted by the economic downturn and slowing down of the construction 
industry. Combined with the higher depreciation costs arising from its new plant, the impact is that 
much more. However, ECEL’s product quality, cost of production are of global standards and will drive 
business volumes with the recovery of the core sectors.

ENGINEERING DIVISION 

The Engineering Division of your company comprises of Railway Equipment Division (RED) and Auto 
Suspension Products Division (ASPD).

During the year 07-08 Indian Railways grew by approximately 10 % which gave our Railway Business a 
signifi cant increase in our order book and billing. During this period your company could grow business 
in Air Brake, Brake blocks, Shock absorbers, couplers etc. and as a result of this RED business has grown 
by 24% over last year, while export business grew by 100 %.

The Rudrapur plant which started production in the year 2005-06, contributed signifi cantly to this 
growth.

08204339_Escorts Ltd_AR2k7-8_Ord 01_chairman's Message.indd   308204339_Escorts Ltd_AR2k7-8_Ord 01_chairman's Message.indd   3 5/9/2009   7:34:21 PM5/9/2009   7:34:21 PM



4

Indian Railway has embarked upon many ambitious projects of environmental protection and one of 
them is introduction of Bio-Degradable toilets in passenger coaches. 

The Auto Suspension business, automotive market in India in 2007-08 remains static compared to 2006-
07. Our main customer in 2 wheeler segment has seen signifi cant reduction in motorcycle production, 
affecting our domestic sales adversely.

During the 2nd half of the year 07-08 prices of all Raw Materials increased by 20 % affecting our material 
cost. However, with initiatives on cost reduction from suppliers and price increase from customers, we 
could negate the effect of infl ation considerably.

Your company has taken many steps during 07-08 in developing new products, new customers 
and new markets both in Auto Suspension as well as in Railway business.  On the strength of 
these initiatives we are confi dent of increasing our sales and contribution of Engineering Division 
signifi cantly during 08-09, global meltdown not withstanding.

IN CONCLUSION

By enabling people to drive this change, we are well on our path to making Escorts a lean and effi cient 
organisation. What we have today is a company that is strong enough to battle market headwinds.

Today, we are far more focussed. We are constantly evolving and innovating, creating new products 
to suit market demands. 

On the back of our performance, better fundamentals and strong marketing drive, we commit to make 
your company even more profi table in the year closing September 2009 and with a better topline. I am 
hopeful that this year your company’s overall performance on operating levels would exceed our best 
past years.

Rajan Nanda
Chairman and Managing Director
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Highlights

� Fiscal FY08 EBITDA up 40 per cent

� Cash Profi t doubles to Rs 96.55 crore

� PBT up at Rs 45.54 crore after loss 
previous year

� Domestic sales ramps up through 
aggressive, revamped retail push

� Strong rural demand hobbled by 
slowdown in agri fi nance disbursal

Year 2007-08 in a nutshell

Escorts performance in the fi scal year Oct 2007- 
Sep 2008 is a refl ection of strong economic 
management and aggressive revamp to manage the 
high infl ation and constrained demand scenario. 
The Company’s profi ts rose to Rs 11.87 crore in 
the fi nancial year 2007-08 ending 30th September 
2008. 

The Company recorded nearly 40% higher EBIDTA 
of Rs 152.48 crore as against Rs 109.50 crore in 
the previous fi scal. Cash profi t more than doubled 
at Rs 96.55 crore as against Rs 40.55 crore in the 
corresponding period. The turnover showed a 
marginal dip of 2% despite slowdown in market. 
Profi t Before Tax (PBT) was up at Rs 45.54 crore 
as against a loss in the previous fi scal. 
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Customer focus is central to Escorts, and meeting 
customer needs form the basis of our business. 
We endeavour to orchestrate our customer 
needs, desires, and goals to provide them with 
high-quality products and reliable service. 

Through our vast network of more than 3000 
dealers, stockists, and salesmen, across India 
and the global, Escorts engages directly with its 
customers to deliver incomparable service and 
customer experience. Our products and services 
aim to benefi t people and improve their quality 
of life. Escorts is committed to maintaining high 
standards of safety, security and quality not 
only in our products but also ensure fl awless 
manufacturing operations. 

Customer Focus

Market intelligence tools like Supply Chain 
Management systems, Customer Measurement 
systems and trackers, feedback from our salesmen 
and engineers in the fi eld are the various ways in 
which we monitor market & customer demands, 
drivers of customer satisfaction, and most of all 
areas of improvement. The various tools equip 
our salesmen and marketing managers to forecast 
customer needs and determine the kinds of 
products we need to develop in the future. 

With people forming the backbone of our 
business, our pursuit is to ensure smooth, on-
time delivery, fastest turnaround time, and 
assured customer service. 

Commitment to 
achieve customer 

satisfaction
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Technology & Innovation 

Innovation and new technologies are key success 
factors when it comes to offering customers high-
performance solutions. Our engineering strength 
built over several decades gives us this competitive 
advantage to continuously develop new products, 
advance our processes and develop customer-
friendly solutions. 

To keep pace with competition and advances in 
technology, Escorts Knowledge Management 
Center (KMC) established in 1976 is a world-
class R&D with facilities for design and product 
evaluation to deliver quality and trouble-free 
products. The entire tractor system, from the 
engine to transmission and hydraulic systems as 
also vehicle design from body work to controls 
and accessories is developed at the KMC. We 
are the fi rst Indian company with in-house R&D 

capabilities to certify engines for US EPA and 
EURO-VCA. 

Our quest for technological excellence is further 
proven through the modern R&D centre and 
Quality and Testing laboratories set up at various 
plants of our Engineering Division deploying latest 
servo-hydraulic testing systems (MTS) and cam 
drum rigs for durability and life tests. 

One of Escorts latest investment has been in setting 
up state-of-the-art, modern manufacturing plant, 
for our Construction Business, with a production 
capacity of 14000 units. This infrastructure 
enables us to develop innovative and value-
engineered solutions, cutting-edge technology and 
provide effective after sales service making us the 
undisputed leader in the industry in India.

Driving innovation 
for competitive 

advantage
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Harnessing Talent

Escorts believes that competitive advantage in 
any business can be gained only by harnessing 
talent. Our aim is to attract and retain a talented 
workforce, to build organizational capabilities and 
create a culture of creativity. 

Strong performance culture, training and 
development, employee assistance programmes, 
accountability through a 360 degree feedback 
process and fostering future leaders are among 
the various initiatives Escorts is focusing on to 
build a stronger Company. Our Human Resources 
strategy is to develop a workforce of exceptionally 
talented people through various initiatives including 
individual development and growth, continuous 
innovation and learning, high performance culture, 
and empowerment and ownership. 

With over 125 researchers focusing on innovative 
market-oriented solutions and over 1200 highly 

talented managers, we can boast of having a culture 
of constant nurturing and enhancing leadership 
capabilities. 

Employee engagement is another key area of focus 
at Escorts. Fostering two-way communication, 
we encourage our people to openly engage with 
management and across various businesses. It 
is the culture of openness, transparency and 
communication that will deliver long-term results 
in business underpinned by high levels of efforts, a 
strong performance focus and greater workforce 
stability. 

The growing success of Escorts is based on the 
dedication and commitment of its people, as it 
is our employees who carry out the Company’s 
vision and help us realize our goals. 

Creating a 
culture of high 
performance
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DIRECTORS’ REPORT

Your Directors have pleasure in presenting the Sixty Third Annual Report for the Financial year ended 30th September, 2008.

FINANCIAL RESULTS (Rs. Crores)

Year ended
30th September, 2008

Year ended
30th September, 2007

INCOME & PROFIT/(LOSS)

1. Net Sales & Business Incomes 2,051.55 2,102.15

2. Total Expenses 1,899.07 1,992.65

3. Profi t before Interest, Depreciation,
 Amortisation & Exceptional Items (1-2)

152.48 109.50

4. Interest & Finance Charges 55.93 68.95

5. Cash Profi t before Tax (3-4) 96.55 40.55

6. Depreciation & Amortisation 51.01 52.52

7. Profi t/(Loss) before Tax & Exceptional Items (5-6) 45.54 (11.97)

8. Exceptional Income/(Expenses) (19.40) (5.36)

9.  Tax & Deferred Tax 14.27 (10.89)

10. Profi t/(Loss) after Tax 11.87 (6.44)

Company has improved its performance and recorded higher EBITDA of Rs.152.48 crores (Previous Year – Rs.109.50 crores) as well as higher 
Cash Profi t of Rs. 96.55 crores (Previous Year – Rs. 40.55 crores).

During the year Sales were marginally lower compared to the previous year due to the sharp decline in the export sales to American/European 
markets.

DIVIDEND

To conserve the resources, Board has decided not to recommend any dividend for the year ended 30th September, 2008.

SHARE CAPITAL

Promoter Group has subscribed to and have been allotted 36,11,610 Equity Shares of Rs. 10/- each at a price of Rs. 124.05/- per equity share 
aggregating to Rs. 44.80 crores in exchange for the share warrants as approved by shareholders in November, 2006 in terms of Preferential Issue 
Guidelines of Securities and Exchange Board of India (Disclosure and Investor Protection) Guidelines, 2000.

 Your Company has allotted 34,04,256 fully paid up Equity Shares of Rs. 10/- each at a price of Rs. 94/- per share equivalent to Rs. 32 crores to 
Hardship Committee (“Committee”) as per directions of Hon’ble High Court, Delhi to provide relief to certain depositors of Escorts Finance Ltd. 
who have been identifi ed as hardship cases by the Committee pending approval of the Scheme of Compromise and Arrangement.

Consequent upon the aforesaid allotments the paid up share capital of your Company now stands at Rs. 90.71 crores as on 30.09.08.

MANAGEMENT DISCUSSION & ANALYSIS

1. Socio-Economic Environment:

 India sustained its pre-eminent position as one of the fastest growing economies in the world in 2007-08. Despite the relative deceleration 
in several sectors, real GDP notched an impressive growth of 9%. India joined the ranks of the trillion dollar economies in the world, giving 
us yet another moment of national pride. Agricultural sector has grown by 4.5%. While higher support prices and closely directed extension 
services have been the primary growth drivers, the challenge of signifi cantly increasing growth level in Agriculture calls for focused attention 
to the sector backed by substantial investments.

 Currently,  Agriculture contributes only 17.8% of GDP, despite engaging 52% of the total workforce. Structural weaknesses stemming from 
small land holdings, low productivity, falling levels of public investment and steady deterioration in public institutions that provide credit, 
inputs, research and extension services have resulted in this sector performing far below its potential.
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 One of the challenges of delivering stronger agricultural growth is to enable consolidation of fragmented rural land parcels to permit the 
deployment of technology for improving agricultural productivity, given the future scenario of fewer people being dependent on agriculture 
as the single source of livelihood. It is the time that a new movement of Green Revolution is unleashed to usher in the next wave of 
Agricultural development.

2. Agri Machinery Business:

 Domestic Tractor Industry during the period October-September, 2008 grew by 3%. The Company continued to maintain its market share 
at 14%. Exports Tractor Industry grew by 12% mainly due to the outsourcing of tractors by the MNCs who have set up its base in India 
for outsourcing. Tracking the depreciating dollar value and recession in US, your Company made a conscious and proactive decision to 
deliberately pull back its exports in the US. This resulted in a sharp decline in the export of your Company from 5468 tractors to 1401 
tractors. The surge in the capital infl ow contributed to a sharp appreciation of Indian Rupee particularly against the US Dollar resulting in 
very thin margins and lower demand due to recession in the US/European markets.

3. Auto Suspension Product Business:

 The Automotive Sector volumes remained stagnant during 07-08 with an overall marginal increase of 2% from the last year. However, 
Motorcycle and Step-through sales contributing 70% of automotive sales fell by 6 to 8% during this period. Our main customer in the 
motorcycle segment saw a signifi cant drop of over 40%, resulting in fall of our domestic sales by Rs. 9 crores. As you are aware, we have 
added Shock Absorber of Truck and Trailer for the export market which has started gaining momentum in demand from the domestic and 
export market.

4. Railway Equipment Business:

 Railways is growing @ 15% in terms of the traffi c and passenger freight. Our products are mainly used as components for the new wagon 
as well as for the replacement in the existing rolling stock. We are one of the few suppliers in the organised sector catering to the Railways 
and enjoy preference in terms of volume of business. The Company is also proposing to enter the exports for the railway components and 
develop various new products for safety and convenience for the Indian and Metro Railways.

5. Industry Outlook:

 As you are aware, the growth drivers for the Tractor Industry are the Land Acreage covered under crops, monsoon, minimum support 
price fi xed for the crops for the ensuing season and the Govt. focus on the agricultural development. Govt. of India in the current year has 
proposed a higher allocation of Rs. 2,80,000 crores towards the agricultural credit against Rs. 2,25,000 crores last year. In addition, Govt. 
took a very bold step, in the last Budget, by announcing a debt waiver of Rs. 71,000 crores due from the farmers and gave directions to the 
Banks to lend fresh loans to them. The settlement of the debt waiver has commenced and Banks have started releasing fresh loans to the 
farmers. However, only a very small percentage has been released yet. Once the settlement of debt waiver comes through, we are confi dent 
that the Tractor Industry will show an improvement in its performance.

 Your Company is focusing on the export of tractors in the African countries as Soft Line of Credit are sanctioned/being sanctioned by 
Govt. of India.

6. Opportunities & Threats:

 World Bank has projected world output to grow by a mere 0.9% in 2009 compared to 2.5% in 2008 and a high of 4% in 2006.

 Growth in the developing countries as a whole is expected to fall from 6.3% in 2008 to 4.5% in 2009, only to recover to 6.1% in 2010. 
This is mainly due to China and India. India, being largely domestic dependent economy, is expected to show a growth of 6% to 7% during 
2008-09 and 2009-10. Major effect of the decline in growth is coming in the manufacturing sector and the services sector. It is expected 
that the decline in these sectors will be compensated by high growth in the agricultural sector.

7. Risk:

 As you are aware, the major risk associated with the Tractor Industry continues to be dependence on monsoon and availability of fi nance 
from the Banks. The second monsoon was lower than the normal in more than half of the areas across India leading to reduced Rabi sowing 
by 3% in comparison to last year. However, this is likely to be compensated by more productivity and better realisation of the produce 
in the coming months. Credit fl ow to the agricultural sector has been slow than anticipated because of the settlement of the debt waiver 
cases by the Banks and the release of fresh loans to the farmers. Govt. has directed the PSU Banks to increase their lending to achieve the 
enhanced target of fi nancing fi xed for the agricultural sector. The continued slow down of demand in the American and European countries 
may have ripple effect on export of tractors and realisation of proceeds from these countries.

8. Business Strategy:

 The Company continues to focus on its Agri Business. However, it has changed its focus from the high volume, low profi t products to high 
margin products to create a niche in the higher HP Models. At the same time, the Company is pursuing Value Engineering in the low margin 
tractors to improve its margin and re-launch the same. AMG has constituted a Forward Planning Group within the Company to envisage 
its strategy and vision for the next 5 years.
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9. Internal Control System:

 Your Company has an appropriate internal control system for business processes with regard to effi ciencies of operations, fi nancial 
reporting and compliance with applicable laws and regulations etc. Your Company has appointed Grant Thornton International as our 
Internal Auditors which works under the directions of an Audit Committee constituted as per the guidelines. The Internal Audit Reports 
are reviewed by the senior management and placed before the Audit Committee of the Board of Directors.

10. Human Resources Development:

 As in the past years, Management continued to take keen interest in the Human Resources Development. Harmonious industrial relations 
continued to prevail at all the Units of the Company.

11. Corporate Social Responsibility:

 Your Company, in its endeavour, to serve community continued to contribute in the various activities around the Units. The Company, 
during the year, organised Eyes/Health Check up Camps, Blood Donation Camps, sponsored Sports activities at the District and State level 
in the State of Haryana. It carried out the Career Counselling Session for the children of the employees of Escorts. The Company has a 
Scholarship Scheme for the deserving children of the Employees of Escorts and gives scholarships. The Company has spent Rs. 68 lakhs on 
the same during the year.

12. Risk Management:

 Risk Management framework entails regular review of risk status and risk exposure in the areas of business, operations, Foreign Exchange 
etc. by Audit Committee in quarterly meetings and the initiatives taken by the Company to mitigate material risks.

13. Cautionary Statement:

 Management Discussion and Analysis contains forward looking statements which may be identifi ed by the use of words in that direction 
or connoting the same. Actual results, performance or achievements could differ materially. The Company assumes no responsibility to 
publically amend, modify or revise the same on the basis of any subsequent development of information or events.

SCHEME OF COMPROMISE & ARRANGEMENT

Your Company has fi led Scheme of Compromise & Arrangement (“Scheme”) in the Hon’ble High Court of Delhi to bail out fi xed deposit holders 
of Escorts Finance Limited. The Scheme was approved by the Shareholders, Secured and Unsecured Creditors of your Company and the Fixed 
Deposit Holders and Secured Creditors of Escorts Finance Limited on 10th May, 2006 and 5th May, 2006 respectively in the court convened 
meetings. The approval of the scheme by the court is awaited. Pending approval of the scheme, Company has placed shares of Rs. 32 crores at 
the disposal of Hardship Committee as per the direction of Hon’ble High Court.

EMPLOYEE STOCK OPTION SCHEME

Disclosure pursuant to the SEBI (Employees Stock Option Scheme and Employees Stock Purchase Scheme) Guidelines, 1999 is enclosed at 
Annexure - A and forming part of the Directors’ Report for the year ended 30th September, 2008.

PARTICULARS OF EMPLOYEES

Information in accordance with provisions of Section 217(2A) of the Companies Act, 1956, read with the Companies (Particulars of Employees) 
Rules, 1975, as amended regarding employees is annexed to this Report. However, as per the provisions of Section 219(1)(b)(iv) of the Companies 
Act, 1956, the Report and Accounts are being sent to all shareholders of the Company excluding the aforesaid information. Any shareholder 
interested in obtaining such particulars may write to the Executive Vice President – Law & Company Secretary at the Registered Offi ce of the 
Company.

DIRECTORS

Dr. S. A. Dave, Director, retires by rotation at the ensuing Annual General Meeting of your Company, and being eligible, offers himself for 
reappointment.

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 B and forms an integral part of this Report.

CORPORATE GOVERNANCE

Your Company reaffi rms its commitment to the good corporate governance practices. Pursuance to Clause 49 of the Listing Agreement with 
the Stock Exchanges, a Management Discussion and Analysis, Corporate Governance Report and Auditors’ Certifi cate regarding compliance of 
condition of Corporate Governance are enclosed at Annexure C and forms an integral part of this report.
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CONSOLIDATED FINANCIAL STATEMENTS
Pursuant to Clauses 32 and 50 of the Listing Agreement with Stock Exchanges, your Company has prepared Consolidated Financial Statements 
as per the Accounting Standards applicable to the Consolidated Financial Statements issued by The Institute of Chartered Accountants of India.  
Audited Consolidated Financial Statements along with the Auditors’ Report are annexed with this Report.

SUBSIDIARY COMPANIES
During the year under report Cellnext Solutions Ltd., a subsidiary of the Company, had disinvested all its shareholdings of its subsidiary Escotoonz 
Entertainment Pvt. Ltd.  Accordingly Escotoonz Entertainment Pvt. Ltd. is no longer a subsidiary of the Company.

The Central Government has vide its letter No.- 47/567/2008-Cl-III dated 24.12.2008 exempted the Company from attaching Annual Accounts 
and other documents in respect of its subsidiaries to the Annual Report of the Company for the year ended 30th September, 2008.

As required vide above letter, statement in respect of each of the subsidiary, giving the details of capital, reserves, total assets and liabilities, details 
of investments, turnover, profi t before taxation and proposed dividend is attached to the Consolidated Balance Sheet.

Annual Accounts of the subsidiary companies and the related detailed information will be made available to the holding and subsidiary company 
investors, seeking such information and will also be available for inspection at the Corporate Offi ce of the Company.

AUDITORS
M/s. S. N. Dhawan & Co., Chartered Accountants,  Auditors of the Company, retire at the ensuing Annual General Meeting and are eligible for 
reappointment. The observations of the Auditors in their Report on Accounts read with the relevant notes to accounts are self-explanatory.

DIRECTORS’ RESPONSIBILITY STATEMENT
As required under Section 217 (2AA) of the Companies Act, 1956, your Directors state that:

i. In the preparation of Annual Accounts for the year ended 30th September, 2008, the applicable accounting standards have been followed 
along with proper explanation relating to material departures;

ii. Accounting policies selected and applied are consistent and judgement and estimates made are reasonable and prudent so as to give a true 
and fair view of the state of affairs of the Company at the end of the fi nancial year and of the profi t of the Company for that period;

iii. Proper and suffi cient care has been taken for maintenance of adequate accounting records in accordance with the provisions of the said Act 
for safeguarding the assets of the Company and for preventing and detecting fraud and other irregularities; and

iv. Annual Accounts have been prepared on a going concern basis.

PUBLIC DEPOSITS
The Company has not accepted/renewed any Fixed Deposit during the year.  All Fixed Deposits which were due and claimed by the deposit 
holder have been paid on time. 1,757 Fixed Deposits aggregating to Rs. 3.21 crores were unclaimed as on 30th September, 2008. Subsequently, 
out of the above, 92 deposits of Rs. 0.17 crores have been repaid till date.

ACKNOWLEDGEMENT
Your Directors wish to thank the Customers, Dealers, Lenders, Financiers, Vendors, the Central and State Governments, and employees for 
their continued support and commitment to the Company.

On behalf of the Board

Sd/-
Place : Faridabad RAJAN NANDA
Date : 27th December, 2008  Chairman & Managing Director

ADDENDUM TO THE DIRECTORS’ REPORT
Pursuant to the Special Resolution passed through Postal Ballot on 9th March, 2009 and Confi rmation by the Company Law Board (‘CLB’), the 
Registered Offi ce of the Company has been shifted  to SCO-232, Ist Floor, Sector - 20, Panchkula - 134109, Haryana.

Further in accordance of section 166 (2) of the Companies Act, 1956, the Annual General Meeting of the Company is proposed to be held at 
Down Town-1 Hall, Hotel K. C. Cross Road, Site No. 1, Sector-10, Opp. Bus Stand, Panchkula-134113, in the state of Haryana on Monday, 
15th June, 2009 at 11.30 a.m.

The Corporate Governance Report has been amended to that extent.

On behalf of the Board

Sd/-
Place: Faridabad                                                                           RAJAN NANDA
Date: 29th April, 2009                                                Chairman & Managing Director
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ANNEXURE - A TO THE DIRECTORS’ REPORT

DISCLOSURE REGARDING EMPLOYEES STOCK OPTION PLAN PURSUANT TO THE SEBI (EMPLOYEES STOCK OPTION 
SCHEME AND EMPLOYEES STOCK PURCHASE SCHEME) GUIDELINES, 1999

(a) Total Number of Options as on 30.09.2007 3,28,000

(b) Options granted during the year Options Granted Date

Grant I 10,000 15/10/2007

Grant II  25,000 26/11/2007

Grant III  42,500 20/03/2008

Grant IV  35,000 01/09/2008

TOTAL 1,12,500

(c) Pricing Formula At a price not less than the par value of the Company’s equity share and not 
more than the Market Price#.

Grant Price Market Price

Grant I 85.00 121.45

Grant II 85.00 147.85

Grant III 83.50 83.50

Grant IV 81.35 81.35

# Closing Price on the National Stock Exchange

(d) Options Vested 2,56,000

(e) Options Exercised Nil

(f) The Total number of shares arising as a result of exercise of options Nil

(g) Options Lapsed 72,000 

(h) Variation of terms of options Nil

(i) Money realised by exercise of options Nil

(j) Total number of options in force 3,68,500 as on 30/09/2008

(k) Employee wise details of options granted to :

 � Senior managerial personnel during the year

 � any other employee who receives a grant in any one year of 
options amounting to 5% or more of option granted during the 
year.

 � identifi ed employees who were granted option, during any one 
year, equal to or exceeding 1% of the issued capital (excluding 
outstanding warrants and conversions) of the Company at the 
time of grant.

A summary^ of options granted to senior managerial personnel* are as under:

No. of Employees covered : 4

Total no. of options granted to such personnel : 70,000

*includes employees who are one level below the Board of Directors 
or CEO/COO working in executive capacity. (including employee of 
subsidiaries)

^ Only summary given due to sensitive nature of information.

All the senior managerial personnel, as stated above, have been granted 
options amounting to 5% or more of options granted during the year. 
Except the above no other employee has been granted options amounting 
to 5% or more of options granted during the year.

Nil

(l) Diluted Earnings Per Share (EPS) pursuant to issue of shares on 
exercise of option calculated in accordance with Accounting Standard 
(AS) 20 ‘Earnings Per Share’ 

Rs. 1.38 per Share

(m) Where the Company has calculated the employee compensation 
cost using the intrinsic value of stock options, the difference between 
the employee compensation cost so computed and the employee 
compensation cost that shall have been recognised if it had used the 
fair value of options, shall be disclosed. The impact of this difference 
on profi ts and EPS of the Company shall also be disclosed. 

Rs. 5083874

The profi t of the year would be higher by Rs. 0.51 crores.

The EPS of the year would be higher by Rs. 0.06.
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(n) Weighted-average exercise prices and weighted-average fair values 
of options shall be disclosed separately for options whose exercise 
price either equals or exceeds or is less than the market price of the 
stock.

Grant I 
(Rs.)

Grant II 
(Rs.)

Grant III 
(Rs.)

Grant IV 
(Rs.)

Weighted Average
Exercise Price

85 85 83.50 81.35

Weighted Average
Fair Value

83.04 119.12 52.15 42.10

(o) A description of the method and signifi cant assumptions used during 
the year to estimate the fair values of options, including the following 
weighted-average information 

 

 � Risk free interest rate
 � Expected life
 � Expected volatility
 � Expected dividends, and

 � The price of the underlying share in market at the time of 
option grant

The Fair Value has been calculated using the Black Scholes Options pricing 
formula and the signifi cant assumptions made in this regard are :

Grant I Grant II Grant III Grant IV

7.78% 7.54% 7.25% 8.67%
3 Yrs 3 Yrs 3 Yrs 3 Yrs

89.43% 120.18% 93.04% 68.26%
The shares to be issued under stock options shall rank pari-passu, including 
the right to receive dividend. Expected dividend payouts to be paid during 
the life of the option reduce the value of a call option by creating drop in 
market price of the stock. Adjustments for known dividend payouts over 
the life of the option are made to formulae under Black Scholes method. 
However, as no dividend for the year ended 30/09/2007 was declared and 
dividend yield is considered as 0%.

For Grant I the market price was Rs. 121.45
For Grant II the market price was Rs. 147.85
For Grant III the market price was Rs. 83.50
For Grant IV the market price was Rs. 81.35

On behalf of the Board

Sd/-
Place : Faridabad RAJAN NANDA
Date : 27th December, 2008  Chairman & Managing Director
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ANNEXURE - B TO THE DIRECTORS’ REPORT

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

I) CONSERVATION OF ENERGY
 1. Energy Conservation Measures taken : -
  � Energy Audit of all the plants is being done to identify saving potential and improving DG Sets effi ciency.
  � Installed Power factor control panels with Automatic relays to maintain near unity power factor and reduce transmission losses.
  � Reduced compressed air Consumption in the plants –
   o By optimising working Pressure between 5 to 6 kg/cm2

   o By plugging & monitoring of compressed air leakages
  � Installed fuel consumption meters to measure and control diesel consumption at receipt as well as at the end use.
  � Modifi cation of Cooling Tower water circulation system to reduce pump size for Air compressors, Induction hardening machines 

and Paint Shop.
  � Installation of Oxy probe system in Heat treatment furnaces for improved effi ciency.
  � Wind operated turbine ventilators replacing power operated exhaust fans in shop fl oors.
  � Automatic tripping facility in idle running machines by use of timers and relays.
 2.  Additional Investment & Proposals
  � Synchronisation of DG Sets for parallel operations to improve load factor on DG Sets.
  � Automatic power factor control systems with high capacity capacitors for further improvement of power factor & power quality.
  � Coil coolers for Engine water cooling module of Diesel Gensets to improve their performance and increase in fuel effi ciency.
  � Energy effi cient, oil & moisture free air cooled screw compressors of latest technology.
  � Installation of wind ventilators in machine shops to replace Exhaust fans.
  � Variable frequency drive motors for compressors, pumps and blowers for energy effi ciency with variable demand operation.
 3. Impact of the above measures on Energy Conservation and Cost of Production
  � Reduced energy consumption per tractor.
  � Reduction in captive power generation Cost.
  � Lower Energy Bills due to high power factor and lower transmission and Distribution losses.
 4 .  Total Energy consumption and Energy consumption per unit
  � Not applicable
II)  TECHNOLOGY ABSORPTION
 1. RESEARCH & DEVELOPMENT
  a) Specifi c areas in which R & D was carried out by the Company in 2007-08
   � In-house development of 4 Cylinder, Turbocharged, Inter cooled engines with EGR Technology, meeting Tier-4 interim/Euro 

stage 3A emission norms applicable in USA/Europe
   � In-house design & development of Four-wheel drive high end HP tractor series
    � Design & Development of new features on tractors for wet soils.
    � Design & Development of fuel effi cient engines for 15 to 30 KVA Gensets with contemporary electronic safety devices.
    � Design & Development of tractor engines, running on alternate fuels.
    � Material cost optimisation through Value Engineering.
    � Design & Development of specialized implements along with vendors: 
     - Laser Leveller to enhance farm productivity and save scarce water resources 
     -  Sugarcane grabber to enhance productivity
  b) Benefi ts derived as a result of the above R & D
   � Indigenously developed cost effective 65 HP & 75 HP engines meeting Tier-4 interim/Euro stage 3A emission norms 

applicable in USA/Europe and certifi ed by EPA/ VCA. Productionised engine & parts sent to FTES, Poland for tractor 
Homologation for Europe. Opportunity for export models manufactured at FTES Poland to be very competitive in the 
global market.

   � PT4455 tractor, one of the most fuel effi cient 4 cylinder Engine Tractor launched.
   � FT65EPI tractor, launched for hard soil ploughing and heavy haulage applications.
   � Bio-Diesel Tractor developed indigenously & displayed in 2008 Agrotech exhibition.
   � Material cost reduction thru’ VE/VA across all tractor models.
   � Launched Genset engines & stationary engine for various applications.
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   � New Business opportunity with laser leveller & Sugarcane grabber implements.
  c) Future Plan of Action 
   � Design & Development of fuel effi cient Bharat Trem 3A compliant engine agricultural tractors, meeting 2010 NVH & 

emission statutory norms.
   � Transmission upgradation for higher HP applications and also to offer contemporary features for emerging applications.
   � Development of new range of Genset engines and Canopised Gensets.
   � New tractor series with contemporary features for enhanced operator comfort.
   � Design Optimisation for improving productivity and fuel effi ciency of cost effective tractors.
  d) Expenditure on R & D (Rs. Crores)
       2007-08 2006-07
   a) Capital Expenditure  0.46 0.74
   b) Recurring Expenditure  13.87 14.20
     Total  14.33 14.94
   c) The Total R & D Expenditure as a percentage of 
     -  Gross Sale  0.69% 0.71%
     -  Net Sale  0.70% 0.72%

 2. TECHNOLOGY ABSORPTION, ADAPTATION & INNOVATION
  Efforts made during the year on technology absorption, adaptation and innovation
  � Upgradation of R & D infrastructure to meet global technological requirements.
   - Tractor PTO HP evaluation capacity enhanced from 75 HP to 100 HP with installation of New PTO Dynamometer
   - Fatigue Lab Testing capability enhanced from 5 tonnes to 28 tonnes load.
   - CMM commissioned in Metrology Lab to support design validation process.
   - Installation of Mobile Stand-alone NOx Analyzer in Engine Test Lab.
   - Designed & developed customised test rig for 4WD axle reliability validation.
   - Engine Test lab upgraded to test Turbocharged Intercooled Tier 4 interim engines.
  � Computer aided simulation for design validation and virtual testing.
  � Joint technology workshops with domestic and global R & D Houses.
  Benefi ts derived as a result of above efforts
  � Recognition of in-house R & D center by DSIR, Ministry of Science & Technology, Government of India for the period 2008-2011.
  � 1st prize state level Safety & Welfare awards won by R & D
  � Patents/Design registration fi led for in-house innovations.
  � Self-reliant design capability for Engines, Transmissions & complete Tractor.
  � Reduction in cost and time for new products development.
  � One stop Farm Machinery Solution Provider for emerging customer needs.

III) FOREIGN EXCHANGE EARNINGS AND OUTGO
 � Activities relating to exports etc.
  The surge in the capital infl ow contributed to a sharp appreciation of Indian Rupee particularly against the US Dollar resulting in very 

thin margins and lower demand due to recession in the US/European Markets. Tracking the depreciating dollar value and recession 
in US the Company made a conscious and proactive decision to deliberately pull back its exports in the US. This resulted in a sharp 
decline in the export of the Company.

 � Total Foreign Exchange used and earned (Rs. Crores)
      2007-08 2006-07
  a) Foreign Exchange used :  
   - Imports (including Capital Goods) 29.70 41.62
   - Others  3.90 3.02
   Total  33.60 44.64
  b) Foreign Exchange earned 108.89 247.49

On behalf of the Board

Sd/-
Place : Faridabad RAJAN NANDA
Date : 27th December, 2008  Chairman & Managing Director
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ANNEXURE - C  TO THE DIRECTORS’ REPORT

REPORT ON CORPORATE GOVERNANCE

I. Company’s Philosophy on Corporate Governance

 Escorts Limited has always believed that an independent Board following international practices, transparent disclosures and empowerment 

of shareholders are as necessary as its fi nancial results for creating and sustaining shareholders’ value. Company’s philosophy of good 

Corporate Governance is refl ected in commitment to achieve a balance between Stakeholder’s interest and corporate goals through the 

effi cient conduct of its business guided by transparency, accountability and integrity. The Company has benchmarked itself against the global 

best practices and is conscious that accomplishments of an organisation are refl ection of its professionalism, conduct and ethical values of 

its management and employees.

 Accordingly, the following information is provided for the information of Stakeholders and public at large.

II. Board of Directors

 The Board of Directors of the Company comprises of distinguished personalities, who have been acknowledged in their respective fi elds. 

Four out of the six Directors on the Board as on date, are independent and non-executive. The Chairman is also acting as Managing 

Director of the Company duly assisted by Joint Managing Director and both of them are in wholetime employment of the Company.  All 

Independent Non Executive Directors comply with the requirements of the Listing Agreement for being an Independent Director and have 

also affi rmed to this effect.

 The following table summarises the status of each Director, meetings attended by them and other relevant particulars:

Sr. 
No.

Name Designation Category Relationship 
with each 

other

No. of Board 
meetings 
attended 

during the 
year

Whether 
attended the 

last AGM

No. of 
directorships 

in Public 
Companies**

No. of Committee 
memberships/ 
(Chairman-

ships) in Public 
Companies ***

1. Mr. Rajan Nanda Chairman & 
Managing Director

Executive & non-
independent (Promoter)

Father of 
Nikhil Nanda

5 Y 3 1

2. Mr. Nikhil Nanda Joint Managing 
Director

Executive & non-
independent (Promoter)

Son of Rajan 
Nanda

5 Y 6 3(1)

3. Dr. P. S. Pritam Director Non Executive and 
Independent

* 5 N 1 2

4. Dr. M. G. K. Menon Director Non Executive and 
Independent

* 3 Y 1 2(2)

5. Dr. S.  A. Dave Director Non Executive and 
Independent

* 2 Y 13 9(1)

6. Mr. S. C. Bhargava Director Non Executive and 
Independent

* 5 Y 13 6(1)

* None of the Independent Directors are related to any other director of the Company.

** Including Escorts Limited.

*** For this purpose only Audit Committees and Investors’ Grievance Committees of Public companies have been considered.

NOTES : 1) None of the Directors is representing a Lender or Equity Investor.

  2) None of the Non Executive Directors have substantial shareholding in the Company.
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III. Directors’ membership in board/committees of other companies

 In terms of the Listing Agreement, none of the Directors of our Company were members in more than 10 committees nor acted as 
Chairman of more than fi ve committees across all companies in which they were Directors.

IV.  Board Meetings

 During the year 2007-2008 the Board of Directors met fi ve (5) times on the following dates:-

 26th December, 2007, 20th February, 2008, 20th March, 2008, 30th June, 2008 and 30th September, 2008

 The gap between any two Board meetings did not exceed four months.

 � Board Meeting Procedures

  The detailed agenda papers containing all information relevant for discussions at the meeting are sent to the Directors in advance 
so that each director has enough time for a meaningful discussion at the Board Meetings. Besides the business items, the agenda 
includes the items required to be considered by the Board of Directors as per the Listing Agreement. The Board of Directors have 
even adopted a frequency matrix to this effect so as to ensure that all items prescribed in the Clause 49 of the Listing Agreement are 
regularly brought to the notice of the Board of Directors.

 � Information supplied to the Board

  Regular presentations are made to the Board of Directors covering Business Operations, Finance, Sales,  Accounts and Marketing, 
Compliances and all the other important business issues.

  Budget is approved by the Board of Directors. The Board spends considerable time in reviewing the performance of the Company 
vis-à-vis the Budget.

 � Code of Conduct

  The Board had prescribed the Code of Conduct for all Board Member and Senior Management. The Code of Conduct has been 
posted on Company’s website i.e. www.escortsgroup.com.

 � Declaration by C.E.O.

  The Chairman and Managing Director of the Company has given the Certifi cate as below as per the requirement of Clause 49 of 
Listing Agreement: 

  I here by confi rm that:

  The Company has obtained from all the members of the Board and Senior Management, affi rmation that they have complied with the 
code of conduct for Directors and Senior Management in respect of the Financial Year 2007-08 ended on 30th September, 2008.

                       Sd/-
Chairman and Managing Director

V.  Audit Committee

 � Constitution

  The Audit Committee comprises of following Non Executive and Independent Directors :

  1. Dr. M. G. K. Menon

  2. Dr. S.  A. Dave

  3. Dr. P. S. Pritam

  The Audit Committee meetings are chaired by Dr. M. G. K. Menon who has a vast experience in the area of Finance. He is an 
internationally reputed Scientist and has been awarded the Padma Shri, the Padma Bhushan and the Padma Vibhushan. He is ex-
Minister for Science and Technology, Government of India.

  None of the members receive, directly or indirectly, any consulting, advisory or compensatory fees from the Company other than the 
Sitting Fee as a Director.

  Mr. G. B. Mathur, Executive Vice President – Law & Company Secretary is acting as Secretary of the Audit Committee.
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 � Terms of Reference

  The charter of the Committee is as prescribed under Section 292A of the Companies Act, 1956 read with Clause 49 of the Listing Agreement viz.:

  1. Oversight of the Company’s fi nancial reporting process and the disclosure of its fi nancial information to ensure that the fi nancial 
statement is correct, suffi cient and credible.

  2. Recommending to the Board, the appointment, reappointment and, if required, the replacement or removal of the statutory 
auditors and the fi xation of audit fees.

  3. Approval of payment to statutory auditors for any other services rendered by the statutory auditors.

  4. Reviewing, with the management, the annual fi nancial statements before submission to the Board for approval, with particular 
reference to:

   a. Matters required to be included in the Directors’ Responsibility Statement to be included in the Board’s report in terms 
of Clause (2AA) of Section 217 of the Companies Act, 1956.

   b. Changes, if any, in accounting policies and practices and reasons for the same.

   c. Major accounting entries involving estimates based on the exercise of judgment by the management.

   d. Signifi cant adjustments made in the fi nancial statements arising out of audit fi ndings.

   e. Compliance with listing and other legal requirements relating to fi nancial statements.

   f. Disclosure of any related party transactions.

   g. Qualifi cations in the draft audit report.

  5. Reviewing, with the management, the quarterly fi nancial statements before submission to the Board for approval.

   a. Reviewing, with the management, the statement of uses/application of funds raised through an issue (public issue, rights 
issue, preferential issue, etc.), the statement of funds utilised for purposes other than those stated in the offer document/
prospectus/notice and the report submitted by the monitoring agency monitoring the utilisation of proceeds of a public or 
rights issue, and making appropriate recommendations to the Board to take up steps in this matter.

  6. Reviewing, with the management, performance of statutory and internal auditors, adequacy of the internal control systems.

  7. Reviewing the adequacy of internal audit function, if any, including the structure of internal audit department, staffi ng and 
seniority of the offi cial heading the department, reporting structure coverage and frequency of internal audit.

  8. Discussion with internal auditors of any signifi cant fi ndings and followup thereon.

  9. Reviewing the fi ndings 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.

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

  11.  To look into the reasons for substantial defaults in the payment to the depositors, debenture holders, shareholders (in case of 
non payment of declared dividends) and creditors.

  12.  To review the functioning of the Whistle Blower mechanism, in case the same is existing.

  13. Carrying out any other function as may be referred by the Board from time to time.

  14. The Committee shall mandatory review the following information:

   a. Management discussion and analysis of fi nancial condition and results of operations;

   b. Statement of signifi cant related party transactions (as defi ned by the Audit Committee), submitted by management;

   c. Management letters/letters of internal control weaknesses issued by the statutory auditors;

   d. Internal audit reports relating to internal control weaknesses; and

   e. The appointment, removal and terms of remuneration of the Chief internal auditor shall be subject to review by the 
Audit Committee.

08204339_Escorts Ltd_AR2k7-8_Ord 04_Escorts Dir & CGA.indd   2108204339_Escorts Ltd_AR2k7-8_Ord 04_Escorts Dir & CGA.indd   21 5/9/2009   7:20:24 PM5/9/2009   7:20:24 PM



22

   The Audit Committee is endowed with the following powers:

   a) To investigate any activity within its terms of reference.

   b) To seek information from any employee.

   c) To obtain outside legal or other professional advice.

   d) To secure attendance of outsiders with relevant expertise, if it considers necessary.

   e) To invite such of the executives, as it considers appropriate (and particularly the head of the fi nance function) to be 
present at the meetings of the Committee.

 � Meetings & Attendance

  During the year 2007-2008, the Committee met on seven (7) occasions. The following table summarises the date of each meeting and 
meetings attended by the members:

Date of Meeting 24.12.07 21.01.08 31.01.08 20.03.08 21.04.08 28.07.08 26.08.08

Dr. M. G. K. Menon (Chairman) A A A A A A A

Dr. S.  A. Dave NA A A A A A A

Dr. P. S. Pritam A A A A A A A

A = Attended      NA = Not Attended

  The gap between any two Audit Committee meetings did not exceed four months.

  The Committee, in its meeting held on 24th December, 2007 reviewed the Annual Accounts for the period ended 30th September, 2007.

 � Subsidiary Companies

  The Company did not have any material non- listed Indian subsidiary Company up to 30.09.08. However in terms of the Annual accounts for 
the year ended 30.09.08 approved in the Board meeting held on 27.12.2008, Escorts Construction Equipment Limited (ECEL) has become 
a material non- listed Indian subsidiary of the Company. It is proposed to appoint Mr. S.C. Bhargava, Independent Director of the Company, 
as Director on the Board of ECEL.

  The Audit Committee reviews the Financial Statements and Investments of the Subsidiary Companies.

  The minutes of all the Subsidiaries are placed before the Board of Directors of the Company and the attention of the Directors is drawn to 
all signifi cant transactions and arrangements entered into by Subsidiary Companies.

VI.  Remuneration Committee

 � Constitution

  The Remuneration Committee comprises of following Non Executive and Independent Directors :

  1.  Dr. M. G. K. Menon – Chairman

  2.  Dr. P. S. Pritam

  3.  Dr. S. A. Dave

 � Terms of Reference

  The Remuneration Committee recommends and reviews the remuneration packages of the Managerial Personnel and formulation of 
broad policy framework for managerial remuneration.

 � Meetings & Attendance

  During the year 2007-08 the Committee met once on 20.02.2008 in which all of three members of committee namely 
Dr. M. G. K. Menon, Dr. S. A. Dave and Dr. P. S. Pritam were present.

 � Remuneration Policy

  The Remuneration Policy as outlined by the Committee aims at:

  � Recognising and rewarding performance and achievements.

  � Motivating and inducing the concerned executives 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

  During the year 2007-08, Company has granted 10,000 stock options each to Dr. M. G. K. Menon, Dr. P. S. Pritam, Dr. S. A. Dave 
and Mr. S. C. Bhargava, directors of the Company.

  The Company has not paid any remuneration to any of its Non Executive Directors, except the Sitting Fees for attending meetings of 
the Board/Audit Committee @Rs. 20,000/- per meeting, Rs. 10,000/- for each meeting of Compensation Committee and Rs. 5,000/- 
per meeting in respect of all other Committee meetings aggregating to Rs. 9.50 Lacs.

  No remuneration was paid during the Financial Year 2007-08 to Mr. Rajan Nanda, Chairman and Managing Director and Mr. Nikhil 
Nanda, Joint Managing Director of the Company.

  The services of Chairman and Managing Director and Joint Managing Director can be terminated by each giving six calendar months’ 
notice. In the event of termination of services, they shall be entitled to receive compensation in accordance with the provisions of 
Section 318 of the Companies Act, 1956.

VII. Shareholding of the Non Executive Directors in the Company

Name No. of Equity Shares held % of Total Paid-up Equity Capital

Dr. P. S. Pritam 500 Negligible

Dr. M. G. K. Menon 3,000 Negligible

Dr. S. A. Dave 500 Negligible

Mr. S.C. Bhargava 500 Negligible

VIII. Investors’ Grievance Committee
 � Constitution:
  The Investors’ Grievance Committee comprises of following Non Executive Independent Directors:
  1. Dr. M. G. K. Menon – Chairman
  2.  Dr. S. A. Dave
  3. Dr. P. S. Pritam
 � 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.

 � Meetings & Attendance
  During the year 2007-08, the Committee met once on 24th December, 2007 in which Dr. M. G. K. Menon and Dr. P. S. Pritam were 

present and Leave of Absence was granted to Dr. S. A. Dave.

 � Compliance Offi cer
  Mr. G. B. Mathur, Executive Vice President – Law & Company Secretary is the Compliance Offi cer as per the requirements of the Listing 

Agreement.

 � Complaints received/resolved
  During the period under review, 25 complaints were received from investors which were replied/resolved to the satisfaction of 

investors.

 � Pending Share Transfers
  No requests for transfer and/or dematerialisation were pending for redressal as on 30th September, 2008.

IX. General Body Meetings
 Details of last three Annual General Meetings of the Company:

Year Date Time Place No. of Special Resolutions Passed at AGM
2005 31st March, 2006 11.00 a.m. FICCI Golden Jubilee Auditorium, 

Tansen Marg, New Delhi – 110 001
One

2006 24th February, 2007 10.30 a.m. Air Force Auditorium, Subroto Park, Near 
Dhaula Kuan, New Delhi – 110 010

One

2007 20th March, 2008 10.00 a.m. Sri Sathya Sai International Centre, Near Pragati 
Vihar, Lodhi Road, New Delhi – 110 003

None
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X. Postal Ballot
 During the year, the Company has passed the following Special Resolutions through Postal Ballot:

Details of Voting Pattern

Particulars of Special Resolutions Votes Casted
in favour

Votes Casted 
against

In the Financial Year 2007-2008

1. Giving Corporate Guarantees aggregating Rs. 45 crores on behalf of Escorts Construction Equipment Limited 4,00,80,748 34,693

2. Giving Guarantees to various banks for providing Channel/Retail fi nancing to Channel Partners and End 
Customers of the Company.

4,00,81,062 33,985

3. Alteration of Articles of Association 4,00,85,152 26,675

4. Appointment of Mr. Nikhil Nanda as Joint Managing Director of the Company for a period of fi ve years w.e.f. 
19th September, 2007 and approval of his remuneration for the fi rst 3 years of his appointment.

4,00,77,761 38,145

5. Approval of remuneration payable to Mr. Rajan Nanda, Chairman and Managing Director of the Company for 
the period 1st April, 2008 to 31st March, 2010 in case of inadequacy or absence of profi ts.

4,00,68,155 47,137

6. Delisting of Securities of the Company from the Delhi Stock Exchange Limited 4,00,86,690 27,258

The Postal Ballot exercise was conducted by Mr. M. L. Pahwa, retired Deputy Excise & Taxation Commissioner, Haryana, as Scrutiniser and the 
results for these resolutions were declared on 16th April, 2008.

XI. Disclosures
 a. Disclosure on materially signifi cant 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 confl ict with the interests of the Company 
at large.

  None of the transactions with any of the related parties were in confl ict 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.

  There has been no non compliance by the Company and no 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.

 c. Whistle Blower policy and confi rmation that no personel were denied access to the audit committee.

  The Company has not adopted any Whistle Blower policy. However, no personnel were denied access to the audit committee.

XII. Means of Communication

 � Quarterly Results released during the year 2007-2008.

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

  For Quarter ended 31.12.07 : Jansatta (Hindi), Financial Express (English)

  For Quarter ended 31.03.08 : Jansatta (Hindi), Financial Express (English)

  For Quarter ended 30.06.08 : Jansatta (Hindi), Financial Express (English)

  The Quarterly Results were displayed on Company’s website viz. www.escortsgroup.com in accordance with the requirement of 

Listing Agreement.

  The website also displays offi cial news releases.

 � News Releases, Presentation
  Offi cial news releases, detailed presentations made to media, analysts, institutional investors etc. are displayed on the Company’s 

website i.e. www.escortsgroup.com.

 � Management Discussion and Analysis Report

  The Management Discussion and Analysis Report and Risk Management Process Highlights are included in the Directors’ Report and 
forms part of the Annual Report.
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XIII. General Shareholder Information
 � Annual General Meeting
  Date : Monday, 15th June, 2009
  Time : 11.30 a.m.

  Venue : Down Town-1 Hall, Hotel K. C. Cross Road, Site No. 1, Sector-10, Opp. Bus Stand, Panchkula-134113, Haryana.
 � Financial Year: 1st October to 30th September
 � Appointment/Reappointment of Directors
  At the ensuing Annual General Meeting, Dr. S.  A. Dave retires by rotation and is proposed to be reappointed as Director of the Company.
  The information/details to be provided for the aforesaid Director are as under:

Name Qualifi cation Brief Resume and Area of Expertise Other Directorships Committee memberships

Dr. S. A. Dave M. A.
(Economics),
Ph.D.

Dr. Dave is an Economist of international repute 
with extensive interest and experience in all 
facets of fi nancial and capital markets. Started 
his career with RBI, he moved to IDBI where he 
was Executive Director. He was fi rst Chairman 
of SEBI and then became Chairman of UTI. 
Presently, he is acting as Chairman of Centre 
for Monitoring Indian Economy, Mumbai.

He is Director of HDFC Limited and many 
other Companies of repute.

1. Anand Rathi Securities 
Limited

2. Centre for Monitoring 
Indian Economy

3. HDFC Limited
4. Nippo Batteries Limited
5. Mudra Lifestyle Limited
6. Nitin Fire Protection 

Industries Limited
7. Phoenix Township Limited
8. Plus Papers Limited
9. Quantum Financial 

Services Limited
10. SBI DFHI Limited
11. Shrenij & Co. Limited
12. KSL and Industries Ltd.
13. Jay Bharat Textiles and 

Real Estate Ltd.

1. Escorts Limited
 � Audit Committee
 � Investors’ Grievance Committee
 � Remuneration Committee
 � Compensation Committee
2. HDFC Limited
 � Audit Committee
3. Nippo Batteries Ltd.
 � Audit Committee
4. Mudra Lifestyle Limited
 � Audit Committee
 � Investors’ Grievance Committee
5. Shrenij & Co. Limited
 � Audit Committee
6. Phoenix Township Limited
 � Audit Committee
7. Plus Paper Limited
 � Audit Committee
8. Nitin Fire Protection Industries 

Limited
 � Committee of Members

 � Financial Calendar 2008-2009 (Tentative)

  Board/Committee thereof Meetings to take on record :

Financial results for Quarter ended 31.12.08 : By the end of January, 2009.

Financial results for Quarter ended 31.03.09 : By the end of April, 2009.

Financial results for Quarter ended 30.06.09 : By the end of July, 2009

Financial results for Quarter/Year ended 30.09.09 : By the end of October 2009 if unaudited quarterly results or alternatively last week 
of December, 2009 in case of audited results for the year.

 � Annual General Meeting for the Financial Year ending 30th September, 2009 : By 31st March, 2010

 � Date of Book Closure : Friday, 26th December, 2008 to Tuesday, 30th December, 2008 (both days inclusive)

 � Dividend Payment Date : The Board of Directors of the Company have decided not to recommend any dividend for the year 2007-08.

� LISTING STOCK CODE
*The Delhi Stock Exchange Association Ltd.
DSE House, 3/1, Asaf Ali Road, New Delhi – 110 002

00012

National Stock Exchange of India Ltd.
Trade World, Senapati Bapat Marg, Lower Parel, Mumbai – 400 013

ESCORTS

Bombay Stock Exchange Limited
Phiroze Jeejeebhoy Towers, Dalal Street, Mumbai - 400 001 

500495

  * The Company has already applied to Delhi Stock Exchange Limited for delisting of its securities.
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 � Listing Fees

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

 � Market Price Data

  Yearly Stock Market Data

Year Equity Shares Name of the Stock Exchange

High (Rs.) Low (Rs.)

1999-00 269.00 51.00 Bombay 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 -

2004-05 117.35 53.00 - do -

2005-06 127.30 53.00 - do -

2006-07 157.10 72.70 - do -

2007-08 174.00 52.20 - do -

  Monthly Stock Market Data
  High and low prices of Equity Shares during the 12 months period ended 30th September, 2008 were as follows:

Months National Stock Exchange Bombay Stock Exchange

High Low High Low

(Rs.) (Rs.) (Rs.) (Rs.)

OCTOBER, 2007 135.85 99.10 135.90 100.00

NOVEMBER, 2007 189.00 104.10 172.45 103.40

DECEMBER, 2007 172.75 140.10 172.40 142.00

JANUARY, 2008 174.25 73.55 174.00 76.00

FEBRUARY, 2008 115.00 82.00 115.45 85.55

MARCH, 2008 107.95 79.30 107.50 78.20

APRIL, 2008 107.50 81.10 107.95 83.20

MAY, 2008 113.90 90.40 114.60 92.40

JUNE, 2008 96.30 70.75 96.40 70.50

JULY, 2008 77.95 60.00 76.80 61.15

AUGUST, 2008 90.80 75.80 91.40 75.50

SEPTEMBER, 2008 84.95 51.60 85.00 52.20
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 � Registrar and Share Transfer Agents
  The Company carries on the share transfer work in-house at:
  ESCORTS LIMITED
  Corporate Secretariat & Law, 15/5, Mathura Road, Faridabad - 121003.

  Phone: 0129 – 2250222 Extension 4275/4269 � 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 and issue of duplicate 
certifi cates etc., which normally meets once in a month. The shares received are usually transferred within a period of 20 to 30 days 
from the date of receipt, subject to their validity.

 � Investors Relation Centres

Escorts Limited Escorts Limited
11, Scindia House,
Connaught Circus,
New Delhi - 110001
Telephone No.: (011) 23310145
Fax No.: (011) 23310271

1st Floor Part - 1,
AO Bldg. at Pandurang Budhkar Marg,
Worli, Mumbai - 400 018
Telephone No.: (022) 24218151-52
Fax No.: (022) 24218153

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

08204339_Escorts Ltd_AR2k7-8_Ord 04_Escorts Dir & CGA.indd   2708204339_Escorts Ltd_AR2k7-8_Ord 04_Escorts Dir & CGA.indd   27 5/9/2009   7:53:31 PM5/9/2009   7:53:31 PM



28

 � Statistics of Dividend Payment

Year Rate Date of Payment

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

2004-2005 Nil N.A

2005-2006 Nil N.A

2006-2007 Nil N.A

2007-2008 Nil N.A.

 � Nomination Facility

  Shareholders are eligible to fi le 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 fi lled in and signed to the Corporate 
Secretariat & Law.

 � Distribution of Shareholding as on 30th September, 2008

Category %

1. Promoters and Promoter Group

2. Foreign Institutional Investors

3. Domestic Institutional Investors

4. Non Institutional Investors

32.44

25.67

15.79

26.10

Total 100.00

 � Shareholding pattern as on 30th September, 2008

Range of holding Number of shareholders % of Total

 1 to 100
 101 to 500
 501 to 1,000
 1,001 to 5,000
 5,001 to 10,000
 10,001 to 50,000
 50,001 to 1,00,000
 Above 1,00,000

50284
26063
2848
1616
152
118
11
39

61.98
32.12
3.51
1.99
0.19
0.15
0.01
0.05

  Total 81131 100.00

 � Dematerialisation of Shares

  Till now, approximately 89% Equity Shares have been dematerialised. Trading in Equity Shares of the Company is permitted only in 
dematerialised form as per the notifi cation issued by the Securities and Exchange Board of India.
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 � Liquidity of Shares

  The trading volumes at National Stock Exchange and Bombay Stock Exchange, during the Financial Year 2007-2008, are given below:

Months National Stock Exchange Bombay Stock Exchange

No. of Shares Value
(Rs. in lacs)

No. of 
Transactions

No. of Shares Value 
(Rs. in lacs)

No. of 
Transactions

October, 2007 38374583 46220.14 318818 17916667 21733.26 127431

November, 2007 45566562 67285.28 434567 19648832 29177.24 141767

December, 2007 21647920 34399.13 236510 8182577 13035.68 65842

January, 2008 18308121 23165.62 179161 6328782 8200.73 52058

February, 2008 16848162 17157.99 175343 8083351 8226.01 62673

March, 2008 5692311 5251.03 74503 2422421 2260.72 24509

April, 2008 8063005 7943.12 87056 4180105 4113.63 36823

May, 2008 10115439 10532.78 112085 4799778 5039.45 47416

June, 2008 6760218 5495.89 67172 2482308 2038.13 28259

July, 2008 7266243 5026.80 87940 2777811 1939.79 32462

August, 2008 12012761 10274.00 116253 5780108 4950.36 47395

September, 2008 3251795 2320.97 38671 1325409 948.62 17600

Total 193904120 235072.8 2276169 83928149 101663.6 684235

 � Outstanding GDRs/ADRs/Warrants etc.

  a) The QIBs had subscribed to 61,455 – 4.25% Secured Convertible Debentures (SCDs) of Rs. 10,000/- each aggregating to Rs. 
61,45,50,000/- as per Qualifi ed Institutional Placement in terms of Chapter XIIIA of SEBI (Disclosure and Investor Protection) 
Guidelines, 2000. As per the terms of the issue. Part A of SCDs of Rs. 100/- each was converted into 54,870 Equity Shares @
Rs. 112/- per Share immediately on allotment. The Part B of the SCDs of Rs. 9,900/- each carrying coupon of 4.25% p.a. are 
redeemable by conversion as per the terms of their issue within 7th to 42nd month of allotment.

  b) Employee Stock Options: A total of 3,68,500 stock options are outstanding. Each stock option, upon exercise of the same, 
would give rise to one equity share of Rs. 10/- each fully paid up. These options vest after one year from date of grant and can 
be exercised during a period of two years or such other period as the Employees Stock Compensation Committee may decide 
from the date of grant. The options unexercised during the exercise period would lapse.

  There are no other 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

  5. Plot No. 9, Sector 1, Integrated Industrial Estate, Pant Nagar, Rudrapur, District, Udham Singh Nagar, Uttranchal – 263 145.
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 � Address for Correspondence

  ESCORTS LIMITED
  Corporate Secretariat & Law, 15/5, Mathura Road, Faridabad - 121003
  Phone: 0129 – 2250222 Extension 4275/4269 � Fax: 0129 – 2250060
  E-mail: corpsect@ndb.vsnl.net.in � Website: www.escortsgroup.com

XIV. Non Mandatory Requirements

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

S. No. Non Mandatory Provisions Status

1. Maintenance of Chairman’s Offi ce Not Applicable as Chairman is executive and also the Managing 
Director of the Company.

Independent Directors’ tenure not to exceed nine years in 
aggregate.

Not adopted

2. Remuneration Committee Already constituted. Details given elsewhere in this report.

3. Shareholders’ rights : Half-yearly fi nancial performance and 
summary of signifi cant events may be sent to each household 
of shareholders.

The said information is available on Company’s website.

4. Audit qualifi cations : Company may move towards regime of 
unqualifi ed fi nancial statements.

Adopted

5. Training of Board Members All Board members are experts in their respective fi elds and are 
well aware of Company’s business model and risk profi le.

6. Mechanism for evaluating non-executive Board Members Not adopted

7. Whistle Blower Policy Not adopted
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XV.  CEO/CFO CERTIFICATION
 The Chairman and Managing Director and the Group Chief Financial Offi cer have given the following certifi cate on fi nancial reporting and 

internal controls to the Board in terms of Clause 49 of the Listing Agreement.

 The Board of Directors,
 Escorts Limited
 11, Scindia House, Connuaght Circus,
 New Delhi - 110001

 Dear Sir,

 We, Rajan Nanda, Chairman and Managing Director and Rakesh Kumar Budhiraja, Group Chief Financial Offi cer, certify to the Board of 
Directors that: 

 a. We have reviewed fi nancial statements and the cash fl ow statement for the year ended 30th September, 2008 and that to the best of 
our knowledge and belief :

  i. these statements do not contain any materially untrue statement or omit any material fact or contain statements that might be 
misleading;

  ii. these statements together present a true and fair view of the company’s affairs and are in compliance with existing accounting 
standards, applicable laws and regulations. 

 b. There are, to the best of our knowledge and belief, no transactions entered into by the Company during the year which are fraudulent, 
illegal or violative of the Company’s code of conduct. 

 c. We accept responsibility for establishing and maintaining internal controls for fi nancial reporting and we have evaluated the effectiveness 
of internal control systems of the company pertaining to fi nancial reporting and we have disclosed to the auditors and the Audit 
Committee, defi ciencies in the design or operation of such internal controls, if any, of which we are aware and the steps we have taken 
or propose to take to rectify these defi ciencies.

 d. We have indicated to the auditors and the Audit committee :

  i. signifi cant changes in internal control over fi nancial reporting during the year;

  ii. signifi cant changes in accounting policies during the year and that the same have been disclosed in the notes to the fi nancial 
statements; and 

  iii. instances of signifi cant fraud of which we have become aware and the involvement therein, if any, of the management or an 
employee having a signifi cant role in the company’s internal control system over fi nancial reporting.

     Sd/- Sd/-
     Rajan Nanda Rakesh Kumar Budhiraja
Place : Faridabad   Chairman and Managing Director  Group Chief Financial Offi cer
Date : 27.12.2008

On behalf of the Board

Sd/-
Place : Faridabad  RAJAN NANDA
Date : 27th December, 2008  Chairman and Managing Director
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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 year ended 30th September 2008 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 fi nancial 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 year ended 30th September 2008, 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/Investor 
Grievance Committee. 

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

For S. N. Dhawan & Co.
Chartered Accountants

Sd/-
S. N. Dhawan

Dated :  December 27, 2008  Partner
M. No.: 925

08204339_Escorts Ltd_AR2k7-8_Ord 04_Escorts Dir & CGA.indd   3208204339_Escorts Ltd_AR2k7-8_Ord 04_Escorts Dir & CGA.indd   32 5/9/2009   7:20:25 PM5/9/2009   7:20:25 PM



33

AUDITORS’ REPORT

To The Members of Escorts Limited

1. We have audited the attached Balance Sheet of Escorts Limited as at 30th September, 2008, the Profi t & Loss Account and also the Cash 
Flow Statement for the year ended on that date, annexed thereto. These fi nancial statements are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on these fi nancial 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 fi nancial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the fi nancial statements. An audit also includes 
assessing the accounting principles used and signifi cant estimates made by management, as well as evaluating the overall fi nancial 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, as amended, 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 specifi ed 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, Profi t & 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, Profi t & 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 30th September, 2008 and taken on record by the Board 
of Directors, we report that none of the directors is disqualifi ed as on 30th September, 2008 from being appointed as a director in 
terms of clause (g) of sub-section (1) of Section 274 of the Companies Act, 1956. However, the Chairman and Managing Director of 
the Company is disqualifi ed from being appointed as director in other companies 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 30th September, 2008, 

ii) in the case of the Profi t & Loss Account, of the Profi t for the year ended on that date and

iii) in the case of the Cash Flow Statement, of the cash fl ows for the year ended on that date.

For S. N. Dhawan & Co.
Chartered Accountants

(S. N. Dhawan)
Place  :  New Delhi Partner
Dated :  27th December, 2008  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 year ended 
30th September, 2008.

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

 (b) According to the information and explanations given to us, physical verifi cation of fi xed assets is being conducted in a phased manner 
by the management under a programme designed to cover all the fi xed 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 verifi cation 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 its fi xed assets during 
the year under review.

ii) (a) As explained to us, the inventories have been physically verifi ed by the management at reasonable intervals during the year, except for 
materials lying with third parties for which certifi cates confi rming stocks held by them have been obtained in most of the cases.

 (b) In our opinion and according to the information and explanations given to us, the procedures of physical verifi cation 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 verifi cation of inventories were not material and have been properly dealt with in the books of 
account.

iii) (a) The Company has granted unsecured loans to three companies covered in the register maintained under Section 301 of the Companies 
Act, 1956. The maximum amount involved during the year was Rs. 5.96 crores and balance of the loans granted to such companies was 
Rs. 4.82 crores as at 30th September, 2008.

 (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 amount and interest, wherever applicable, is as stipulated.

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

 (e) The Company has taken loans from two companies covered in the register maintained under Section 301 of the Companies Act, 1956.
The maximum amount involved during the year was Rs. 8.09 crores and the balance of loans taken from such companies was Rs. 4.99 
crores as at 30th September, 2008. 

 (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 amount 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 fi xed 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 systems.

v) (a) According to the information and explanations given to us, we are of the opinion that the transactions that need to be entered into 
the register maintained under section 301 of the Companies Act, 1956 have been so entered. 

 (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 
fi ve lakhs in respect of any party during the year 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 other relevant provisions of the Companies Act, 1956 and the Companies (Acceptance of Deposits) Rules, 1975 with regard 
to deposits accepted from the public.

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 generally 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, custom 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, custom duty, excise duty 
& cess were in arrears, as at 30th September, 2008 for a period of more than six months from the date they became payable except 
Income Tax of Rs. 24.83 crores.

  (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 Statute Nature of Dues Amount
(Rs. Crores)

Period to which the 
amount relates

Forum where dispute is pending

Sales Tax Acts  Sales Tax 8.76 1979-2008 Appellate Authority
Central Excise Act, 1944 Excise Duty 21.23 1992-2008 Appellate Authority
Central Excise Act, 1944 Excise Duty 18.22 1989-2008 CESTAT
Central Excise Act, 1944 Excise Duty 19.67 1995-1998 Supreme Court
Finance Act, 1994 Service Tax 0.13 2002-2005 Appellate Authority
Income Tax Act, 1961 Income Tax 20.05 2000-2001 CIT(Appeals)

x) In our opinion, the accumulated losses of the Company are not more than fi fty percent of its net worth as at 30th September, 2008. The 
Company has not incurred cash losses during the fi nancial year covered by our audit and in the immediately preceding fi nancial year.

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 
fi nancial 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 benefi t 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 fi nancial 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 made  preferential allotment of shares to parties covered in 
register maintained under section 301 of the Companies Act, 1956. In our opinion the price at which shares have been issued prima facie 
not prejudicial to the interest of the Company. 

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) We have verifi ed the end use of money raised by qualifi ed institutional placement as disclosed in the Note 9 of Schedule 19 “Notes on 
Balance Sheet and Profi t & Loss Account”.

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 year.

For S. N. Dhawan & Co.
Chartered Accountants

(S. N. Dhawan)
Place  :  New Delhi  Partner
Dated :  27th December, 2008 M.No.: 925 
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 As At 
 30.09.2008 
 Rs. Crores 

 As At 
 30.09.2007 
 Rs. Crores Schedule

SOURCES OF FUNDS
Share Capital 1 90.71  83.69 
Reserves & Surplus 2  1,111.95  1,035.28 
Total Shareholders’ Funds  1,202.66  1,118.97 
Loans

  Secured 3  422.63  494.48 
  Unsecured 4  14.44  437.07  31.10  525.58 

Total  1,639.73  1,644.55 
APPLICATION OF FUNDS

Fixed Assets
  Gross Block  1,415.93  1,436.96 
  Less : Depreciation/ Amortisation  593.41  583.24 
  Net Block  822.52  853.72 

Capital Work-in-Progress & Capital Advances  14.43  13.40 

Total Fixed Assets 5  836.95  867.12 
Investments 6  425.79  425.13 
Deferred Tax Assets (Net)  47.50  90.24 
Current Assets, Loans & Advances
Current Assets 7

  Inventories  201.96  158.49 
  Sundry Debtors  518.22  460.18 
  Cash & Bank Balances  114.51  173.21 
  Other Current Assets  10.15  0.43 

 844.84  792.31 
Loans & Advances 8  249.79  215.21 
Total Current Assets, Loans & Advances  1,094.63  1,007.52 

DEDUCT
Current Liabilities & Provisions 9

  Current Liabilities  655.32  606.65 
  Provisions  120.82  154.74 

Total Current Liabilities & Provisions  776.14  761.39 

Net Current Assets  318.49  246.13 
Miscellaneous Expenditure
(to the extent not written off or adjusted )  11.00  15.93 

Total  1,639.73  1,644.55 

Signifi cant Accounting Policies 18
Notes to Accounts 19

Schedules 1 to 19 annexed hereto form an integral part of Balance Sheet and Profi t and Loss Account.

BALANCE SHEET AS AT 30TH SEPTEMBER, 2008

As per our audit report attached
 for S. N. DHAWAN & CO.
 Chartered Accountants

 S. N. DHAWAN
Place  :  New Delhi  Partner
Dated  :  27th December, 2008 M.No. 925

RAJAN NANDA DR. P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 

S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer
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PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 30TH SEPTEMBER, 2008

 Schedule 

 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

INCOME 
Gross Sales  2,018.31  2,108.19 
Less : Excise Duty   25.38  31.42 
Net Sales   1,992.93  2,076.77 
Business Income  10  58.58  25.36 
Income from Investments 11  0.04  1.24 

Total   2,051.55  2,103.37 

EXPENDITURE 
Material, Manufacturing & Operating  12  1,515.08  1,588.34 
Personnel 13  202.63  204.02 
Sales & Administration  14  181.36  200.29 
Interest (Net) 15  49.27  51.39 
Bank & Finance Charges  6.66  17.56 
Depreciation  5  48.31  51.65 
Less : Transfer from Revaluation Reserve  5.44  42.87  6.68  44.97 
Amortisation of Miscellaneous Expenditure 16  8.14  7.55 

 2,006.01  2,114.12 

PROFIT BEFORE TAX & EXCEPTIONAL ITEMS  45.54  (10.75)
     Exceptional Items  17  19.40  6.58 

PROFIT/(LOSS) BEFORE TAX  26.14  (17.33)
Provision for Taxation 

  Current Tax  2.20  0.36 
  Fringe Benefi t Tax  2.19  2.59 
  Deferred Tax  42.74  (13.84)
  Excess Provision of Earlier Years Written Back  (32.86)  14.27  –   (10.89)

PROFIT/(LOSS) AFTER TAX  11.87  (6.44)
Balance brought forward   (145.46)  (139.02)

BALANCE CARRIED TO BALANCE SHEET  (133.59)  (145.46)
Signifi cant Accounting Policies 18
Notes to Accounts 19

EARNINGS PER SHARE (in Rs.) (Face Value Rs.10/- each)
- Basic 1.38 (0.87)
- Diluted 1.38 (0.87)

Schedules 1 to 19 annexed hereto form an integral part of Balance Sheet and Profi t and Loss Account.

RAJAN NANDA DR. P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 

S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer

As per our audit report attached
 for S. N. DHAWAN & CO.
 Chartered Accountants

 S. N. DHAWAN
Place  :  New Delhi  Partner
Dated  :  27th December, 2008 M.No. 925
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 As At 
 30.09.2008 
 Rs. Crores 

 As At 
 30.09.2007 
 Rs. Crores 

AUTHORISED CAPITAL 
12,00,00,000 Equity Shares of Rs. 10 each  

(Previous year 12,00,00,000 shares) 
 120.00  120.00 

 7,30,00,000 Unclassifi ed Shares of Rs. 100 each 
(Previous year 7,30,00,000 shares) 

 730.00  730.00 

 850.00  850.00 
ISSUED, SUBSCRIBED AND PAID-UP CAPITAL 

 9,07,09,496  Equity Shares of Rs. 10 each 
(Previous year 8,36,93,630 shares)

 90.71  83.69 

 90.71  83.69 

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 

SCHEDULE 1 : SHARE CAPITAL

NOTES : 

1. Paid-up Capital includes : 

 (i) 18,700 Equity Shares (previous year - 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 bonus shares by capitalising Share Premium of Rs. 0.22 crores and General 
Reserve of Rs. 19.21 crores. 

 (iii) 36,11,610 Fully paid up Equity Shares of Rs. 10/- each allotted during the year in exchange of equivalent number of Share 
Warrants, to Promoter Group Companies, at the rate of Rs.124.05 per share, as approved by the shareholders through Postal Ballot on 
07th November, 2006. 

 (iv) 34,04,256 fully paid Equity Shares of Rs.10/- each issued to the members of Hardship Committee appointed by Hon’ble High Court, Delhi.  
(Refer Note 12 of Schedule 19)

SCHEDULE 2 : RESERVES AND SURPLUS (Rs. Crores)

 Securities
Premium
Account 

 Capital 
Redemption 

Reserve 

 Share 
Forfeiture 

Reserve 

 Amalgamation 
Reserve  

 General 
Reserve  

 Profi t &
Loss

Account 

 Revaluation 
Reserve  

 Employee
Stock

Option
Outstanding 

 Deferred
Employee

Compensation
Expenses 

 Total 

As at 30th September, 2007  186.19  0.81  3.22  48.46  469.62  (145.46)  471.90  1.07  (0.53)  1,035.28 

Additions during the year : 

Premium on issue of Equity Shares  69.78  69.78 

Transfer from Profi t & Loss Account  (133.59)  (133.59)

Employees Compensation Expenses  (0.05)  0.51  0.46 

 255.97  0.81  3.22  48.46  469.62  (279.05)  471.90  1.02  (0.02)  971.93 

Deductions during the year : 

Transfer to Profi t & Loss Account  (145.46)  5.44  (140.02)

As at 30th September, 2008  255.97  0.81  3.22  48.46  469.62  (133.59)  466.46  1.02  (0.02)  1,111.95 
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 3 : SECURED LOANS

 As At 
 30.09.2008 
 Rs. Crores 

 As At 
 30.09.2007 
 Rs. Crores 

Debentures
61,455,   4.25% Secured Convertible Debentures of Rs. 9,900/- each  60.84  60.84 

From Banks 
Cash Credit/Export Packing Credit & Working Capital Demand Loans  163.28  193.45 

Term Loans   
From Banks    197.95  239.46 
From Others    0.56  0.73 

Total  422.63  494.48 

NOTES :

1. Debentures Rs.  60.84  Crs

 Represent Part B of 61,455, 4.25% Secured Convertible Debentures of Rs. 9,900/- each issued and allotted to Qualifi ed Institutional Buyers on 
4th July, 2007 redeemable within a period of 42 months from the date of issue. These Debentures are secured by exclusive charge on the 
specifi ed property at Gujarat and extension of exclusive charge on the immovable assets of the Company at site No.2, Sector - 13, Faridabad.

2. Cash Credit/Export Packing Credit including Working Capital Demand Loans from Banks :
 Secured by hypothecation of stocks and book debts on a pari-passu basis.

3. Term Loans from Banks

 a) Punjab National Bank, IDBI Bank & State Bank of Patiala*  : Rs.  131.10  Crs
  Secured by fi rst pari-passu charge on immovable & movable assets 

 b) United Bank of India*  : Rs. 8.75  Crs 
  Secured by fi rst charge on the Company’s movable Fixed Assets and second & sub-servient charge on immovable properties.

  *  The immovable property provided as security for these loans is other than the assets exclusively charged for Debentures stated in 
Note 1 above.

 
 c) Axis Bank Ltd : Rs.  58.10  Crs
  (Refer Note 14 of Schedule 19)

4.  Term Loans from Others

 a) Life Insurance Corporation of India : Rs.  0.31  Crs
  Secured against Insurance Policies.

 b) Vehicle loans secured against the Vehicles fi nanced :  Rs.   0.25  Crs
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 4 : UNSECURED LOANS

SCHEDULE 5 : FIXED ASSETS

 As At 
 30.09.2008 
 Rs. Crores 

 As At 
 30.09.2007 
 Rs. Crores 

Fixed Deposits –   11.63 

Short Term Loans 

From Others  7.50  11.00 

Other Loans  4.99  5.55 

Book Overdraft - Banks  1.95  2.92 

Total  14.44  31.10 

Description Cost as at 
30.09.2007 

Additions Deductions Cost as at 
30.09.2008 

Depreciation/ 
Amortisation

upto 
30.09.2007 

Depreciation/ 
Amortisation 

for the year 

Deductions 
during  

the year 

Depreciation/ 
Amortisation

upto 
30.09.2008 

Net Book 
Value
as on 

30.09.2008 

 Net Book 
 Value
as on 

 30.09.2007 

Tangible Assets : 

Land Freehold  478.12  –  –  478.12  –  –  –  –  478.12  478.12 

Land Leasehold  2.13  –  0.38  1.75  0.09  0.02  0.03  0.08  1.67  2.04 

Buildings  227.33  0.16  –  227.49  128.08  7.72  –  135.80  91.69  99.25 

Plant & Machinery  577.03  23.14  21.68  578.49  331.96  32.62  13.07  351.51  226.98  245.07 

Furniture & Fixtures  100.43  3.90  27.18  77.15  79.88  4.23  24.09  60.02  17.13  20.55 

Vehicles  6.69  2.27  1.40  7.56  3.18  1.29  0.95  3.52  4.04  3.51 

Leasehold Improvements  3.41  –  –  3.41  3.41  –  –  3.41  –  – 

Total  - A  1,395.14  29.47  50.64  1,373.97  546.60  45.88  38.14  554.34  819.63  848.54 

Intangible Assets : 

Prototypes  1.21  –  –  1.21  1.21  –  –  1.21  –  – 

Technical Know-how  24.10  –  –  24.10  20.92  1.52  –  22.44  1.66  3.18 

Software Development  16.51  0.14  –  16.65  14.51  0.91  –  15.42  1.23  2.00 

Total  - B  41.82  0.14  –  41.96  36.64  2.43  –  39.07  2.89  5.18 

Total  - (A+B)  1,436.96  29.61  50.64  1,415.93  583.24  48.31  38.14  593.41  822.52  853.72 

Capital Work-in-Progress  6.81  8.86  4.89  10.78  –  –  –  –  10.78  6.81 

Capital Advances  6.59  1.11  4.05  3.65  –  –  –  –  3.65  6.59 

Total  - C  13.40  9.97  8.94  14.43  –  –  –  –  14.43  13.40 

Total  - (A+B+C)  1,450.36  39.58  59.58  1,430.36  583.24  48.31  38.14  593.41  836.95  867.12 

Previous Year Figures  1,422.50  49.43  21.57  1,450.36  534.43  51.65  2.84  583.24  867.12 

(Rs. Crores)

NOTES :

1.  Land Freehold  includes :

    – Rs.  6.75 crores pending approval for registration in the name of the Company.

2. Buildings include (at net book value) :

    – Rs.  0.19 crores pending approval for registration in the name of the Company.
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 6 : INVESTMENTS

Name of the Company Interest/
Dividend

% age

As At 30.09.2008 As  At 30.09.2007

Face Value
Rs.

Quantity
Nos.

Amount
Rs. Crore

Face Value
Rs.

Quantity
Nos.

Amount
Rs. Crore

LONG TERM (At Cost) 

Government Securities 

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

Long Term Trade Investments

Quoted Equity Shares (Fully Paid) in
other than Subsidiary 

Escorts Finance Limited  10 38,19,700 4.01 10 38,19,700 4.01

Asahi India Glass Limited 10 18,862  – 10 18,862  – 

Unquoted Redeemable Preference Shares
(Fully Paid) in other than Subsidiary

Escorts Finance Limited (Cumulative) 10 95,00,000 9.50 10 95,00,000 9.50

Other Long Term Investments 

Unquoted Equity Shares (Fully Paid)
in Subsidiary Companies 

Escorts Automotives Limited 10 1,00,00,000 23.66 10 1,00,00,000 23.66

Escorts Construction Equipment Limited 10 3,99,99,990 40.00 10 3,99,99,990 40.00

Escorts Agri Machinery Incorporated,  USA 750 49.95 750 49.29

Escorts Assets Management Limited  10 30,00,000 3.00 10 30,00,000 3.00

Cellnext Solutions Limited 10 1,35,70,330 0.02 10 1,35,70,330 0.02

Other Companies 

Escorts Finance Investment & Leasing Private Limited 10 4,00,00,000 40.00 10 4,00,00,000 40.00

The Faridabad Central Co-operative Consumers 
Stores Limited 10 447 – 10 447 –

Escotrac Finance & Investments Private Limited  10 4,00,00,000 40.04 10 4,00,00,000 40.04

Drillmac Limited (in liquidation) 10 20,000 0.02 10 20,000 0.02

Escorts Electronics Limited (in liquidation) 100 32,000 0.32 100 32,000 0.32

Hughes Communications India Limited 10 20,74,492 2.07 10 20,74,492 2.07

Escorts Motors Limited  10 1,00,000 1.50 10 1,00,000 1.50

Unquoted Redeemable Preference Shares 
(Fully Paid) in Subsidiary Companies

Escorts Securities Limited  (Cumulative) 10% 10 12,00,000 1.20 10 12,00,000 1.20

Cellnext Solutions Limited (Cumulative) 3% 10 75,00,000 5.23 10 75,00,000 5.23
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Name of the Company Interest/
Dividend

% age

As At 30.09.2008 As  At 30.09.2007

Face Value
Rs.

Quantity
Nos.

Amount
Rs. Crore

Face Value
Rs.

Quantity
Nos.

Amount
Rs. Crore

Other Companies 

Escorts Finance Investment & Leasing Private Limited 
(Non Cumulative) 5% 100 43,82,00,000 43.82 100 43,82,00,000 43.82

Escotrac Finance & Investments Private Limited 
(Non Cumulative) 10% 10 1,00,00,000 10.00 10 10,00,00,000 10.00

Escotrac Finance & Investments Private Limited  
(Non Cumulative) 5% 10 4,84,40,000 48.44 10 4,84,40,000 48.44

Other Investments  

Idea Cellular Limited  175.74 175.74

Zero percent Unsecured Subordinated Bond 
(Refer Note 14 to Schedule 19) 

Unit Trust of India  

Units under Venture Capital Unit Scheme - 1990 
(VECAUS-II) 100 1,830 0.02 100 1,830 0.02

Credit Capital Finance Corporation Limited 

[Current year (Rs.1,000), Previous year (Rs.1,000)] 10 100 – 10 100 –

498.54 497.88

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)

Idea Cellular Limited  (57.86)  (57.86)

Escorts Automotives Limited  (13.66)  (13.66)

Escorts Finance Limited   (0.89)  (0.89)

Total 425.79 425.13

NOTES : 

1. Quoted Investments : 

 Book Value  4.01  4.01 

 Market Value  1.98  3.31 

2. Unquoted Investments 

 At cost  494.53  493.87 

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. 

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 6 : INVESTMENTS (Contd.)

08204339_Escorts Ltd_AR2k7-8_Ord 06_Accounts.indd   4208204339_Escorts Ltd_AR2k7-8_Ord 06_Accounts.indd   42 5/9/2009   7:35:16 PM5/9/2009   7:35:16 PM



43

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 7 : CURRENT ASSETS

 As At 
 30.09.2008 
 Rs. Crores 

 As At 
 30.09.2007 
 Rs. Crores 

Interest accrued on Investments and Deposits  10.15  0.43 

Stocks (as taken, valued and certifi ed by the Management) 
Raw Material and Components  109.62  98.84 
Finished & Trading Goods  49.86  24.20 
Work-in-Progress   19.21  14.29 
Stores and Machinery Spares   12.52  10.95 
Loose Tools  13.14  12.39 

 204.35  160.67 
Less : Provision for obsolescence of Inventory  2.39  2.18 

 201.96  158.49 

Sundry Debtors 
(Refer Note 7(a) of Schedule 19) 
Debts outstanding for over six months 

Secured  0.62  0.59 
Unsecured - Considered Good  189.74  206.79 

 - Considered Doubtful  14.99  8.65 
 205.35  216.03 

Less : Provision for Doubtful Debts  14.99  8.65 
 190.36  207.38 

Other Debts  
Secured  7.35  3.17 
Unsecured - Considered Good  320.51  249.63 

 327.86  252.80 
             Total Debtors  518.22  460.18 

Cash & Bank Balances 

Cash in hand   0.32  0.38 

Cheques in hand and in transit  2.42  1.62 

With Schedule Banks : 
On Current accounts  28.05  58.82 
In Escrow Account  
(Refer Note 13 of Schedule 19)

 64.99  85.08 

On Short Term/Fixed Deposit with Scheduled Banks 

Pledged with various authorities and banks  
(Refer Note 14 of Schedule 19)

18.72 27.30

In Post Offi ce Savings Bank Accounts  0.01  0.01 

 114.51  173.21 

 Total  844.84  792.31 
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 8 : LOANS & ADVANCES *

 As At  As At 
 30.09.2008  30.09.2007 
 Rs. Crores  Rs. Crores 

Loans : 
Unsecured - Considered Good  72.57  72.10 

 - Considered Doubtful  0.07  0.07 
 72.64  72.17 

Less : Provision for Doubtful Loan  0.07  72.57  0.07  72.10 

Advances recoverable in cash or in kind or for value to be received : 
Unsecured - Considered Good **  170.29  136.51 

 - Considered Doubtful  39.96  44.85 
 210.25  181.36 

Less : Provision for Doubtful Advances  39.96  170.29  44.85  136.51 

Deposits : 
Deposits - Considered Good  6.93  6.60 

 - Considered Doubtful  0.07  0.07 
 7.00  6.67 

Less : Provision for Doubtful Deposits  0.07  6.93  0.07  6.60 

Total  249.79  215.21 

 * Refer Note 7 (b) of Schedule 19
 ** Refer Note 12 of Schedule 19
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 9 : CURRENT LIABILITIES & PROVISIONS

 As At 
 30.09.2008 
 Rs. Crores 

 As At 
 30.09.2007 
 Rs. Crores 

CURRENT LIABILITIES 

Acceptances  182.11  166.05 

Sundry Creditors (Refer Note 21 of Schedule 19)  383.51  364.04 

Advance Payments 

Customers  29.56  15.59 

Share Warrants  –  4.48 

Others (Refer Note 15 of Schedule 19)  7.00  7.00 

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  0.36  0.38 

ii) Unpaid Matured Deposits  3.21  5.06 

iii) Unpaid Matured Debentures  0.12  0.20 

iv) Unpaid Matured Secured Premium Notes  –  0.04 

v) Interest accrued on (i) to (iv) above   0.35  4.04  0.61  6.29 

Other Liabilities  47.77  38.06 

Interest accrued but not due on loans  1.33  5.14 

 655.32  606.65 

PROVISIONS 

Leave Encashment  9.00  9.26 

Gratuity  45.08  39.91 

Superannuation  26.31  30.42 

Fringe Benefi t Tax  8.54  2.59 

Less : Advance Deposit  8.90  (0.36)  2.75  (0.16)

Taxation  80.97  324.86 

Less :  Advance Deposit  40.18  40.79  249.55  75.31 

 120.82  154.74 

Total  776.14  761.39 
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 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

Commission *   –   0.11 

Surplus on Sale of Assets (Net)  4.80  0.13 

Export Incentives  1.59  1.00 

Scrap Sales  3.49  3.39 

Amount  Written Back   1.92  8.79 

Foreign Exchange Variation (Net)  32.16   –  

Others *   14.62  11.94 

Total  58.58  25.36 

* Income Tax deducted at source  0.86  0.64 

SCHEDULE  11:  INCOME FROM INVESTMENTS 
 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

Dividends 
 Long Term Investments 

 Other than Trade Investments   0.04  0.02 

Surplus on Sale of Investments  
 Non-Trade 

 Long Term Investments   –   1.22 

Total  0.04  1.24 

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 10 : BUSINESS INCOME
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 12 : MATERIAL, MANUFACTURING AND OPERATING EXPENSES

SCHEDULE 13 : PERSONNEL EXPENSES

 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

A. Raw Material & Components Consumed * 
 Opening Stock  98.84  101.29 
 Add : Purchases  1,404.24  1,423.93 

 1,503.08  1,525.22 
 Less : Closing Stock  109.62  1,393.46  98.84  1,426.38 
 * (Net of Duty Draw Back) 

B.  (Increase)/Decrease in Finished Goods and  Work-in-Progress   
 Opening Stock 
 Finished Goods   9.92  31.64 
 Work-in-Progress   14.29  13.55 

 24.21  45.19 
 Less: Closing Stock 
 Finished Goods   32.20  9.92 
 Work-in-Progress   19.21  14.29 

 51.41  (27.20)  24.21  20.98 
C.  Trading Goods 
 Opening Stock  14.28  8.05 
 Add : Purchases  85.91  73.59 

 100.19  81.64 
 Less : Closing Stock  17.66  82.53  14.28  67.36 
Sub Total  1,448.79  1,514.72 

 Excise Duty on increase/(decrease) in stock of fi nished goods  0.63  1.17 
 Stores, Spares and Tools   21.87  25.29 
 Power and Fuel   30.55  31.66 
 Repairs to Building   2.30  2.99 
 Repairs to Machinery   10.94  12.51 

Total  1,515.08  1,588.34 

NOTE : Company’s own manufactured spare parts have been classifi ed under Trading Goods. 

 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

Salary, Wages and Bonus  156.33  150.04 

Contribution to Gratuity Fund   5.14  8.52 

Contribution to Provident Fund and other Funds  10 .46  10.76 

Staff Welfare Expenses  30.70  34.70 

 Total  202.63  204.02 
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 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

Warranties   14.71  11.97 
Rent (Net)  3.34  3.45 
Rates and Taxes  2.16  3.49 
Insurance  2.94  3.50 
Travelling & Conveyance  16.46  17.71 
Postage, Telegrams and Telephones  4.04  4.27 
Repair and Maintenance  9.21  7.88 
Audit Fee & Legal Expenses   9.63  8.42 
Sales Incentive & Other Selling Expenses  39.32  32.98 
Advertisement  18.27  20.58 
Royalty  6.19  6.62 
Packing, Freight & Forwarding  42.27  51.54 
Directors’ Sitting Fees  0.09  0.11 
Foreign Exchange Variation (Net)  –  13.47 
Other Expenses  12.73  14.30 
Total  181.36  200.29 

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 14 : SALES AND ADMINISTRATION EXPENSES

SCHEDULE 15 : INTEREST (NET)
 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

Interest cost related to : 
Fixed Period Loans and Debentures  34.62  37.10 
Others  27.58  62.20  35.12  72.22 

      Less : Interest Income * 
       On Loans to Group Companies  6.09  5.66 
       Others   6.84  12.93  15.17  20.83 

Total  49.27  51.39 

 * Income Tax deducted at source  1.90  2.18 

 Year Ended  Year Ended 
 30.09.2008  30.09.2007 
 Rs. Crores  Rs. Crores 

Provisions for Doubtful Debts,  Advances and Loans & Deposits  6.63  0.78 
Provision for Obsolescence of Inventory  0.21  0.21 
Settlement Cost (Refer Note 13 of Schedule 19)  7.50  – 
Fixed Assets written off  3.04  0.01 
Ex-gratia  –  4.68 
Amounts written off  2.02  0.90 
 Total  19.40  6.58 

SCHEDULE 16 :  AMORTISATION OF MISCELLANEOUS EXPENDITURE

SCHEDULE 17 : EXCEPTIONAL ITEMS

 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

Voluntary Retirement Compensation (Refer Note 18 of Schedule 19)  5.14  4.23 
Miscellaneous Expenditure written-off  3.00  3.32 
Total  8.14  7.55 
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 18 : SIGNIFICANT ACCOUNTING POLICIES

1.  ACCOUNTING CONVENTION

 The fi nancial 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. Assets costing upto Rs. 5000 are depreciated fully in the year of purchase. 

  e. Leasehold Improvements are written off over a period of six years or lease period, whichever is less.

 ii)  Intangible

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

  a. Prototypes including work-in-progress developed during Research & 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 are written off over a period of six years.

   Impairment in fi xed assets, if any, is recognised in books of accounts in the fi nancial year concerned as per Accounting 
Standard 28- ‘Impairment of Assets’ issued by Institute of Chartered Accountants of India.

3.  INVENTORY VALUATION

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

 b. Loose Tools are stated at cost or under.

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

 d. 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.

 e. 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.  EMPLOYEE  BENEFITS

 i) Defi ned Contribution Plan

  Employees benefi ts in the form of Employee State Insurance and Provident Fund are considered as defi ned contribution plan and the 
contributions are charged to the Profi t and Loss Account of the Year when the contribution to the respective funds are due.

 ii) Defi ned Benefi t Plan 

  Retirement benefi ts in the form of Gratuity is considered as defi ned benefi t obligations and are provided for on the basis of an acturial 
valuation, using the projected unit credit method, as at the date of the Balance Sheet.

 iii) Other Long Term Benefi ts

  Long term compensated absences are provided for on the basis of an actuarial valuation, using the projected unit credit method, as at 
the date of the Balance Sheet.

  Actuarial gain/losses, if any, are immediately recognized in the Profi t and Loss Account.

5. 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 
fl uctuation in exchange rates on settlement are recognised in the Profi t & Loss account. 
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 18 : SIGNIFICANT ACCOUNTING POLICIES (Contd.)

 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 Profi t & Loss Account. 

 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 Profi t & Loss account over the life of the contract.

6. INVESTMENTS

 Investments intended to be held for less than one year are classifi ed as current investments and are carried at lower of cost or market 
value. All other investments are classifi ed 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.

7. REVENUE RECOGNITION

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

8. 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.

9.   DEFERRED REVENUE EXPENDITURE

 i. 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.

 ii. Payment under Voluntary Retirement Scheme to the direct/indirect employees is written off over a period ending March 31, 2010 on 
pro-rata basis.

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

10. 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. Deferred Tax Assets viz. unabsorbed depreciation and carry forward losses are recognised if there is virtual certainty that suffi cient 
future taxable income will be available against which such deferred tax assets can be realised.

11.  EMPLOYEE STOCK OPTION SCHEME

      In respect of stock options granted pursuant to Employees Stock Option Scheme, the intrinsic value of the options (Excess of market price 
of the share over the exercise price of the options) is accounted as employee compensation cost over the vesting period. 

12.  PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

 Provisions are recognised for liabilities that can be measured only by using a substantial degree of estimation, if

 a) the Company has  a present obligation as a result of past event,

 b) a probable outfl ow of resources is expected to settle the obligation and

 c) the amount of obligation can be reliably estimated.

 Reimbursements expected in respect of expenditure required to settle a provision is recognised only when it is virtually certain that the 
reimbursement will be received.

 Contingent liability is disclosed in the case of 

 a) a present obligation arising from the past event, when it is not probable that an outfl ow of resources will be required to settle the
obligation

 b) a possible obligation, unless the probability of outfl ow of resources is remote.

 Contingent assets are neither recognised nor disclosed.

 Provisions, Contingent Liabilities are reviewed at each Balance Sheet date.
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT

 2007-2008 
Rs. Crores

 2006-2007 
Rs. Crores

1. Expenses pertaining to previous years :
Sales and Administration –  0.58 
Operating –  0.27 
Interest –  0.19 

2. Miscellaneous expenditure (to the extent not written off or adjusted) represents :-
(a)  Development expenditure  0.65  1.99 

Less :  Transfer (Capitalised)  –  0.48 
Less :  Written off during the year  0.53  0.12  0.86  0.65 

(b)  Payments under Voluntary Retirement Scheme  8.68  6.13 
Add :  Additions during the year  3.21  6.78 
Less :  Written off during the year  5.14  6.75  4.23  8.68 

(c)  Upfront Fee  6.60  8.33 
Add :  Additions during the year  –  0.74 
Less :  Written off during the year  2.47  4.13  2.47  6.60 

11.00 15.93

3. Profi t & Loss Account of Agricultural business is as follows : In Rupees In Rupees
Opening Stock  11,000.00 –
Expenses  5,72,483.93  5,07,358.39 
Sales and Other Income  2,66,974.00  2,12,200.00 
Closing Stock  80,000.00  11,000.00 

Net Profi t/(Loss) (2,36,509.93)   (2,84,158.39)

4. Audit & Legal Expenses include Auditors’ Remuneration : Year Ended Year Ended
30.09.2008 30.09.2007
Rs. Crores Rs. Crores

(a)  Audit Fee 0.28 0.28

(b)  Tax Audit Fee 0.08 0.08

(c)  In other capacity

Limited review of quarterly results 0.11 0.11

Certifi cation and other services 0.18 0.12

(d)  Service Tax 0.08 0.08

(e)  Out of pocket expenses 0.02 0.04

5. The outstanding derivative instruments as at 30th September, 2008

The Exports receivables of the Company as at year end have been hedged by forward contracts to the extent of US$ 0.77 million 
(Previous Year : US$ 20.19 million) and EURO 3.90 Million (Previous Year : Nil).
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)

 (Rs. Crores)     

 Particulars 
 Deferred tax assets/ 

 (liabilities) as at 
 01.10.2007 

 (Charge)/credit 
 during the year 

Deferred tax assets/
(liabilities) as at

30.09.2008

 Depreciation  (55.99)  1.19 (54.80)

 Deferred revenue expenditure  2.85  (3.84) (0.99)

 Disallowance u/s 43B  24.13  7.81 31.94 

 Provision for Doubtful Debts  43.43  (22.00) 21.43 

 Long Term Capital Loss  14.50  1.99 16.49 

 Unabsorbed loss  61.32  (27.89) 33.43 

 Total  90.24  (42.74) 47.50 

6. Deferred Tax

The Deferred Tax Assets (Net) as at 30th September, 2008 comprise of the following : 

7. (b) Balance due from Subsidiary Companies :  (Rs. Crores) 

 Company 

 On account  
 of loans/ 

 advances as 
 at 30.09.2008 

 Maximum balance 
 outstanding at 

 any time during 
 the year 

 On account  
 of loans/ 

 advances as 
 at 30.09.2007 

 Maximum balance 
 outstanding at 

 any time during 
 the year 

Subsidiaries:

Escorts Automotives Limited 98.63 98.63  90.54 90.54 

Escorts Construction Equipment Limited 0.01 4.79  4.79 4.79 

Escorts Securities Limited 1.46 1.55  1.55 1.56 

Cellnext Solutions Limited 3.36 3.46  3.20 3.25 

Escotoonz Entertainment Pvt. Ltd* 0.07 1.28  1.21 1.21 

 * Ceased to be subsidiary w.e.f. 12th October 2007 

 2007-08  2006-07 

7. (a) Sundry Debtors include amount due from Subsidiary Companies : (Rs Crores) 177.34 162.58 

The Foreign Currency Exposures not hedged by a derivative instrument or otherwise as on 30.09.2008 are as follows:

Amount (Millions)

Currency 2007-08 2006-07

i) Amount receivable on account of Sales of Goods/Services USD 29.57 13.59
EURO 5.94 8.73
AUD – 0.05

ii) Amount payable on account of Purchase of Material/Services USD 0.28 1.20

EURO 0.29 0.13
SGD – 0.02

JPY 4.92 4.44
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8. Employee Benefi ts:  (Rs. Crores) 

Particulars
 

Gratuity 
 Leave 

Encashment 

(a) Reconciliation of opening and closing balances of Defi ned Benefi t Obligation

Defi ned benefi t obligation at the beginning of the year  63.83  9.26 

Current Service Cost  2.78  0.75 

Interest Cost  5.11  0.74 

Actuarial (Gain)/Loss  (1.58)  0.95 

Benefi ts Paid  (4.10)  (2.71)

Settlement Cost  –    –   

Defi ned benefi t obligation at year end  66.04  8.99 

(b) Reconciliation of opening and closing balances of fair value of plan assets

Fair value of plan assets at beginning of the year  63.83  –   

Expected return on plan assets  5.11  –   

Actuarial Gain/(Loss)  (3.08)  –   

Employer Contribution  –    –   

Benefi ts Paid  (4.10)  –   

Fair value of plan assets at year end  61.76  –   

(c)  Reconciliation of fair value of assets and obligations

Fair value of plan assets as at 30th September, 2008  61.76  –   

Present value of obligation as at 30th September, 2008  66.04 8.99

Net assets/(liability) recognised in Balance Sheet  (4.28)  (8.99)

(d)  Expenses recognised during the year

Current Service Cost  2.78  0.75 

Interest Cost  5.11  0.74 

Expected return on plan assets  (5.11)  –   

Actuarial (Gain)/Loss  1.50  0.95 

Net Cost  4.28  2.44 

9.  The utilisation of the Qualifi ed Institutional Placement issue proceeds as at 30th September, 2008 was as under. (Rs. Crores)

 Purpose 
 Use of Funds as 

Projected 
 Actual Funds 

Used upto 
30.09.2008 

 Actual Funds 
Used upto 
30.09.2007 

- Repayment of High Cost Debts  114.39  116.23  101.99 

- General Corporate Purpose including payment of high cost debts  29.91  27.45  27.45 

- Issue Expenses  4.46  5.08  5.08 

Total  148.76  148.76  134.52 

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)

11. 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 Communications India Limited 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.

 Subsequent to 31st March, 2004, the Company has in terms of earlier agreement agreed to purchase the 49% holding in EML from ICICI 
and had advanced Rs. 68.00 crores out of which Rs. 31.25 crores has been provided as diminution in the value of proposed investment, 
being the differential in excess of the original investment made by ICICI. The transfer of the shares in favour of the Company is awaited 
pending fi nal settlement with ICICI. The amount of Rs. 68.00 crores remains grouped under Advances recoverable in cash or kind in 
Schedule 8 'Loans & Advances'.

12. The Company has proposed a scheme of Compromise & Arrangement with the Fixed Deposit holders and Secured Creditors of Escorts 
Finance Ltd (EFL), under the provisions of Section 391 of the Companies Act, 1956. With a view to preserve its reputation and image and on 
request of Board of Directors of EFL, Escorts  Ltd (EL) proposes to grant under the Scheme liquidity options to all the fi xed deposit 
holders in the form of either Equity Shares or Fully Convertible Unsecured Debentures of EL equivalent to 75% of the Fixed Deposit 
value, as described in the Scheme. The Shareholders, Secured Creditors and Unsecured Creditors of EL and Fixed Deposit holders 
and Secured Creditors of EFL have already approved the Scheme with requisite majority at the Court Convened Meetings held for this 
purpose on 5th May, 2006 and 10th May, 2006 respectively. The petition made by the Company for the approval of the scheme is still 
pending before Hon’ble Delhi High Court and pending such approval Hon’ble Delhi High Court vide its order dated 5th December, 2007 
and 16th July, 2008 has directed the Company to place Equity shares of Escorts Limited to the tune of Rs. 32.00 Crores at the rate of 
Rs. 94/- per equity share at the disposal of Hardship Committee appointed by Hon’ble Delhi High Court, to provide relief to the Fixed 
Deposit holders of EFL who are facing hardship.

 Consequentially, 34,04,256 fully paid Equity Shares of Rs. 10/- each have been allotted to members of above said Hardship Committee at 
the rate of Rs.94/- per Equity Share.

13. During the period 2004-05, Escorts Limited (EL) sold its entire share holding in Escorts Heart Institute & Research Centre Limited 
(EHIRCL) for consideration of Rs. 520.00 crores vide Sale Purchase Agreement dated 25th September, 2005. The sale proceeds have 
been received, excepting for Rs. 85.08 crores which were retained in an Escrow Account, awaiting fulfi llment of certain conditions. The 
Hon'ble Delhi High Court had ordered status quo, on a petition fi led challenging the sale transaction. During the year the said petition 
have been dismissed by the Hon’ble Court. The Company has paid an amount of Rs. 7.50 crores as settlement cost to the buyer and the 
amount held in the Escrow Account has been realised.  

 At the request of the Company, other stakeholders of EHIRCL, who were holding 5% each of the paid up share capital of EHIRCL, had 
also agreed to keep their share of the sale consideration amounting to Rs. 64.99 crores in an Escrow Account. Pursuant to the status quo 
order of the Hon’ble High Court the amount held in Escrow Account belonging to the aforesaid stakeholders could not be released even on 
demand by them. The matter was referred to arbitration.  As per the award, EL was required to pay the money to the aforesaid stakeholders 
including interest accrued thereon. Consequently, during the year the Company has placed a sum of Rs. 64.99 crores in an Escrow Account 
by paying off the other stakeholders.

14. As a part of consideration for sale of its Telecom Business during the period 2003-04 the Company was issued an Unsecured Subordinated Bond 
of Rs. 175.74 crores by Idea Cellular Limited (Idea). 'Idea' has a call option for early redemption of the Bond at a discount rate of 10.50% per annum 
exercisable at any time and the Company has a put option in January, 2010.  The Bond was assigned to Axis Bank to avail fi nancial assistance. 
The loan outstanding from Axis Bank as at 30th September, 2008 of Rs. 58.10 crores is further secured by pledge of 18,76,246 Equity Shares of 
Hughes Communication India Limited. On payment by 'Idea' to the Bank, the Company will receive any surplus after deducting dues to Bank on 
account of loan amount, and any outstanding interest/penal interest and charges and contingent liabilities to the extent set off by 'Idea'. The Bank 
has also retained a cash margin whose book value of Rs. 7.01 crore is included in 'Fixed deposits with Scheduled Banks, (pledged) in Schedule 7 
'Current Assets'. 

10. Earnings per Share Year Ended 
30.09.2008 

Year Ended 
30.09.2007 

 Net Profi t after Tax (Rs. Crores) Basic  11.87  (6.44)
Diluted  11.87  (6.44)

 Weighted average number of shares outstanding  Basic  8,61,80,728  7,41,56,191 
Diluted  8,61,82,518  7,41,56,191 

 Earnings per share (face value Rs.10 per share) Basic  1.38  (0.87)
 Diluted  1.38  (0.87)
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15. The Company has executed an Agreement to Sell for transfer of 20 acres of land at Plot No. 219, Sector 58, Balabhgarh, Haryana for 
a consideration of Rs. 7.00 crores.  The said transfer is subject to necessary approval from HUDA and accordingly the consideration 
amount of Rs. 7.00 crores is being treated as advance.

16. The Company has reserved issuance of 36,11,610 Equity Shares of Rs. 10/- each for offering to eligible employees of the Company under 
Employees Stock Option Scheme (ESOS). In the previous year ended on 30th September, 2007, the Company had granted 3,87,000 
options to its employees, in accordance with the guidelines issued by SEBI, out of which 59,000 options had been forfeited during the 
previous year and 72,000 options have been forfeited during the current year. 

 During the current year, the Company has granted 1,12,500 options to its employees, in accordance with the guidelines issued by SEBI 
as per details given below:

Date of Grant No. of Options granted Exercise Price per Option (Rs.)
 15th October, 2007 10,000 85.00
 26th November, 2007 25,000 85.00
 20th March, 2008 42,500 83.50
 1st September, 2008 35,000 81.35

 
 The options may be exercised on the date of vesting and on specifi ed dates within 2 years from the date of vesting.

17. The Company has revalued the freehold land as on 1st September, 2006.  The revaluation was done by an independent external agency.  
The amount added on revaluation was Rs. 387.64 crores.

18.. Hitherto, payment under voluntary retirement scheme (VRS) was amortised over a period of fi ve years. However, from the current 
year, the Company has changed its accounting policy to comply with the provisions of Accounting Standard-15 "Employee Benefi ts 
(Revised)" and has amortised the remaining amount of VRS over a remaining period upto 31st March, 2010.  As a result of the change 
in the accounting policy, the profi t for the year is lower by Rs. 1.42 crores and Miscellaneous Expenditure as on date is lower by the 
same amount.

19. Related party disclosures (as identifi ed and certifi ed 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: 

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)

(i) Subsidiary Companies 
Domestic Overseas 

Escorts Construction Equipment Limited Escorts Agri Machinery Inc.
Escorts Automotives Limited Beaver Creeks Holdings LLC
Escorts Securities Limited Farmtrac Tractors Europe Sp. z.o.o
Cellnext Solutions Limited Farmtrac North America LLC, USA
Escotoonz Entertainment Private Limited* (formerly Long Agri Business LLC, USA)
*(Ceased to be subsidiary w.e.f. 12th October, 2007)
Escorts Asset Management Limited

(ii) Joint Ventures and Associates 
Hughes Communications India Limited
Escotrac Finance & Investment Private Limited
Escorts Finance Investment & Leasing Private Limited
Escorts Motors Limited

(iii) Key Management personnel (whole-time directors) & their relatives 
Mr. Rajan Nanda
Mr. Nikhil Nanda
Ms. Nitasha Nanda

(iv) Others 
Har Parshad & Company Pvt. Ltd.

(v) Related Party transactions - Refer Annexure - I 
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20. Disclosure required by Accounting Standard (AS) 29 'Provisions, Contingent Liabilities and Contingent Assets':

  a) Contingent Liabilities Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

i) Estimated amounts of contracts remaining to be executed on capital account and not provided for  6.97  14.32 
ii) * Claims not acknowledged as debts  0.55  1.27 
iii)  There is a Contingent liability of : 
 *(a) Excise duty/ Customs duty demands not acknowledged as liability  59.25  53.40 
 *(b) ESI additional demand not acknowledged as liability  3.84  17.97 
 *(c) Sales Tax demand not acknowledged as liability  8.76  6.56 
 *(d) Pending Legal Cases - Personnel  3.43  2.65 
    - Others  19.16  14.41 
 *(e) Demand raised by Faridabad Municipal Corporation for external development charges where  

 the Company is in litigation  2.38  2.38 
   (f) Bills discounted with Banks/Financial Institutions/NBFCs  13.63  13.18 
   (g) Guarantees given to banks under Channel Finance Program  27.90  27.67 
    (h) Guarantees executed in favour of Others  2.48  1.84 
    (i) Guarantees given on behalf of Escorts Construction Equipment Limited #  –    49.56 
    (j) Demand raised by Income Tax Department, disputed by the Company and pending in appeal  20.05  56.15 

# The value of facilities actually utilised against these Guarantees were : – 37.59

* The amounts indicated as contingent liability or claims against the Company only refl ect the basic value. Interest, penalty if any or legal 
costs, being indeterminable are not considered. 

  iv) Vide an agreement dated 15th January, 2004 between Escotel Mobile Communications Limited (EMCL) now part of Idea Cellular 
Limited and the Company,  contingent liabilities amounting to Rs. 2.60 crores on account of entry tax, consumer court cases and 
Stamp Duty exist. In the event of any such claims being crystallised, the amount can be set off from the redemption proceeds of Bonds 
of Idea Cellular Limited. 

  v) Escorts Heart Institute & Research Centre Limited (EHIRCL), the subsidiary company that was sold in September, 2005, has disputed 
the Income Tax demand of Rs. 52.33 crores and interest thereon amounting to Rs. 29.16 crores and the matter is pending in appeal. 
Escorts Limited has undertaken vide the sale agreement dated 25th September, 2005 to indemnify the purchaser to the extent of 
Rs. 65.00 crores plus one-third of any amount in excess of Rs. 65.00 crores, in case the appeal is decided against EHIRCL. In view of 
the above the Company has kept an amount of Rs. 64.99 crores in an Escrow Account.

b)   (i)  Movement in provisions: (Figures in brackets are in respect of the previous year) (Rs. Crores)
 Class of Provision  As At 

1st October, 2007 
 Additions  Amount Used  Unused Amounts 

reversed 
 As At 

30th September, 2008 
 Product Warranties  5.12  10.00  5.64  2.23  7.25 

 (2.72)  (4.85)  (2.45)  –    (5.12)

            (ii) Nature of provision: 

 Product Warranties : The Company gives warranties on certain products and undertakes to repair or replace them if these fail to perform 
satisfactorily during the free warranty period. Such provision represents the amount of expected cost of meeting the obligations of such 
rectifi cation/replacement. The timing of the outfl ows is expected to be within a period of one year.

21 The Company has not received information from vendors regarding their status under the Micro, Small and Medium Enterprises 
Development Act, 2006 and hence disclosure relating to amounts unpaid as at the year end together with interest paid/payable under this 
Act and as required by Schedule VI of the Companies Act, 1956 have not been given.

22 Debtors and creditors are under the process of review and reconciliation. Adjustment, if any, arising out of this will be accounted for in 
the subsquent years.

23 Clause 32 disclosure - Details as per Annexure - II

24 Accounting for Leases (AS-19) - Details as per Annexure - III

25 Figures have been rounded off to the nearest lac rupees. Previous year fi gures have been regrouped/rearranged wherever necessary.

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.) Annexure-I

TRANSACTIONS WITH SUBSIDIARIES (Rs. Crores)
Nature of Transactions Escorts

Automotives 
Ltd.

Escorts 
Construction 

Equipment Ltd.

Cellnext 
Solutions 

Ltd.

Escorts 
Securities 

Ltd.

Escorts 
Assets 

Management 
Ltd.

Escorts 
Agri

Machinery 
Inc.

Farmtrac 
Tractors 

Europe SP 
Zoo 

Farmtrac 
North 

America, 
LLC, USA 

Escotoonz 
Entertainment 

Pvt. Ltd.*

Total

For the Year ended 
30.09.2008
Sale of goods  –   

 – 
 24.71 
(23.42)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 31.53 
(37.86)

 0.46 
(105.35)

 – 
 – 

56.70 
(166.63)

Rendering of services (Income)  0.01 
 – 

 2.64 
(3.31)

 0.03 
(0.03)

 0.02 
(0.03)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

2.70 
(3.37)

Rent Income  – 
 – 

 0.75 
(0.66)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 0.05 
(0.09)

0.80 
(0.75)

Interest Income  6.09 
(5.66)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
(0.14)

6.09 
(5.80)

Receiving of services  – 
 – 

 – 
 – 

 0.26 
(0.32)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

0.26 
(0.32)

Purchases of goods  – 
 – 

 4.18 
(4.00)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

4.18 
(4.00)

Balances as at 30.09.2008

Investments  23.66 
(23.66)

 40.00 
(40.00)

 5.25 
(5.25)

 1.20 
(1.20)

 3.00 
(3.00)

 49.95 
(49.29)

 – 
 – 

 – 
 – 

 – 
 – 

123.06 
(122.40)

Advances 26.32 
(20.88)

0.01 
(4.79)

3.36 
(3.20)

1.46 
(1.55)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

0.07 
(1.21)

31.22 
(31.63)

Receivables/Debtors  – 
 – 

 5.06 
–

 – 
 – 

 – 
 – 

 – 
 – 

 1.24 
(1.26)

 64.43 
(47.64)

 106.60 
(113.68)

 – 
 – 

177.33 
(162.58)

Payables  – 
 – 

 0.04 
(0.47)

 – 
– 

 – 
 – 

 0.01 
(0.01)

 – 
 – 

 – 
 – 

 –
– 

 – 
 – 

0.05
(0.48)

Loans/ICD 72.31 
(69.66)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

72.31 
(69.66)

Provisions (Debts/Loans/
Advances/Deposits/
Investments)

13.66 
(13.66)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

13.66 
(13.66)

Guarantees  – 
 – 

 – 
(49.56)

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
 – 

 – 
(2.00)

–
(51.56)

*(Ceased to be subsidiary w.e.f. 12th October, 2007)

TRANSACTIONS WITH JOINT VENTURES (Rs. Crores)

Nature of Transactions Escotrac Finance & 
Investment Pvt. Ltd.

Escorts Finance 
Investment & 

Leasing Pvt. Ltd.

Escorts 
Motors Ltd.

Hughes 
Communications 

India Ltd

Total

Balances as at 30.09.2008
Investments 98.48 83.82 1.50 2.07 185.87 

(98.48) (83.82) (1.50) (2.07) (185.87)

Advances  Given  –  –  0.02  0.07 0.09 
 –  – (0.02) (0.07) (0.09)

Payables – – – – – 
(18.28)  –  –  – (18.28)

Provisions 
(Debts/Loans/Advances/Deposits/Investments)

 – 
 – 

 – 
 – 

 – 
 – 

 0.07 
(0.07)

0.07 
(0.07)
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.)  

DISCLOSURE OF RELATED PARTIES

TRANSACTIONS WITH OTHERS FOR THE YEAR ENDED 30.09.2008 (Rs. Crores)

TANSACTIONS WITH DIRECTORS AND THEIR RELATIVES FOR THE YEAR ENDED 30.09.2008 (Rs. Crores)

Nature of Transactions Harparshad & Co. Pvt. Ltd  Total 

 Royalty 5.64 5.64
(6.00) (6.00)

 Interest 0.40 0.40
(0.86) (0.86)

Borrowings as at 30th September, 2008 – –
(2.54) (2.54)

Payables as at 30th September, 2008 0.06 0.06
(9.16) (9.16)

Nature of Transactions Nikhil Nanda Nitasha Nanda Total

Remuneration Paid – 0.56 0.56
– (0.46) (0.46)

Rent Paid – 0.25 0.25
– (0.20) (0.20)

Purchase of asset – – –
(0.11) – (0.11)

Advances as at 30th September, 2008 – 0.08 0.08
– (0.10) (0.10)

Annexure-I (Contd.)
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.) Annexure-II

DISCLOSURE PURSUANT TO CLAUSE 32 OF THE LISTING AGREEMENT (Rs. Crores)

Loanees Amount of loan/advances in nature of loan 
outstanding with no repayment schedule

Advances in nature of loan carrying Nil 
Interest

As at 30th 
September, 2008

Max. amount 
outstanding during 

2007-08

As at 30th 
September, 2008

Max. amount 
outstanding during 

2007-08

Subsidiary Companies
Escorts Automotives Limited 98.63 98.63 5.00 5.00 

(90.54) (90.54)  (5.00)  (5.00)

Cellnext Solution Limited 2.75 2.75 2.75 2.75 
(2.75) (2.75) (2.75) (2.75)

 
Escorts Securities Limited 1.46 1.55 1.46 1.55 

(1.55) (1.56) (1.55) (1.56)

Escotoonz Entertainment Pvt Ltd* – – – –
(1.21) (1.21) (1.21) (1.21)

*(Ceased to be subsidiary w.e.f. 12th October, 2007)

(Rs. Crores)

Particulars of Investments by the Loanees
Book Value of Investment

By the Loanees  as at 
30th September, 2008

Max. amount outstanding 
during 2007-08

Loanee-Cellnext Solution Limited –  2.75 
 Escotoonz Entertainment Pvt. Ltd. (2.75) (2.75)
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.) Annexure-III

DISCLOSURE UNDER ACCOUNTING STANDARD-19 (LEASES) 

In respect of ‘Finance Lease’ arrangements for the year 2007-08 (Rs. Crores)

Nature of Transaction Vehicles Computers & Peripherals
Assets under fi nance lease:

Opening Original Cost of assets 1.18 2.00 
(0.67) (1.35)

Additions under fi nance lease – 0.83 
(0.96) (0.65)

Deletion during the period –  – 
(0.45)  – 

Closing Original Cost  1.18 2.83 
(1.18) (2.00)

Cumulative Depreciation 0.54 1.38 
(0.28) (0.74)

Net carrying value as on 30th September, 2008  0.64 1.45 
(0.90) (1.26)

Minimum lease 
payments 

outstanding

Present value of 
minimum lease 

payments outstanding

Future interest on 
outstanding lease 

payments

–   Total amount due  6.87  5.49  1.38 
(2.41) (2.17) (0.24)

–   Due within one year  2.51  1.94  0.57 
(1.17) (0.99) (0.18)

–   Due later than one year and not later than fi ve years  4.35  3.55  0.80 
(1.24) (1.17) (0.07)

The details of Minimum Lease Payments outstanding as at 30th September, 2008 and present value thereof are as under: (Rs. Crores)

 Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

(a) Expenditure in Foreign Currency
 (i) Royalty/Technical know-how/Technical Fee 0.57 0.91 

 (ii) Travelling Expenses 1.06 0.92 

 (iii) Others 2.27 1.19 

       Total 3.90 3.02 

(b) Earnings in Foreign Currency
 (i) Export of goods including partly executed sales contracts on F.O.B basis 100.38 247.49 

 (ii)   Others 8.51 0.00 

       Total 108.89 247.49 

INFORMATION PURSUANT TO PARAGRAPHS 3 & 4 OF PART - II OF SCHEDULE VI OF THE COMPANIES ACT, 1956

NOTE :  3 Number Machines amounting to Rs. 4.09 cr. have been taken on lease during the fi nancial year 2007-08. These are not yet installed and 
hence standing in Capital work-in-progress.
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Installed 
Capacities*

Actual
Production

Opening Balance Closing Balance Sales
Quantity Value Quantity Value Quantity Value

Rs. Crores Rs. Crores Rs. Crores
1. **Agricultural Tractors 98,940 

(98,940)
47,676 

(52,585)
166 

(851)
4.40 

(25.90)
874 

(166)
26.02 
(4.40)

46,948 
(53,235)

1,623.62 
(1,748.24)

2. **Internal Combustion Engine/
 Engine for Agricultural Tractors

98,940 
(98,940)

51,086 
(54,366)

366 
(536)

2.15 
(4.12)

765 
(366)

5.31 
(2.15)

3,275 
(2,184)

26.05 
(16.26)

3. Round and Flat Tubes,
 Heating Elements (Meters)

1,80,000 
(1,80,000)

58,804 
(82,784)

5,709 
(5,690)

0.36 
(0.32)

8,337 
(5,709)

0.43 
(0.36)

55,412 
(82,029)

10.71 
(7.95)

4. Double Acting Hydraulic Shock  
 Absorbers for Railway Coaches

36,000 
(36,000)

15,229 
(23,108)

 – 
(172)

 – 
(0.04)

 – 
–

 – 
–

15,229 
(23,280)

8.37 
(13.32)

5. Centre Buffer Couplers 1,200 
(1,200)

444 
(506)

6 
 – 

0.02 
 – 

– 
(6)

– 
(0.02)

450 
(500)

5.12 
(4.80)

6. Automobile Shock Absorbers,   
 Telescopic Front Fork &
 McPherson struts

40,00,000 
(40,00,000)

19,12,851 
(17,60,360)

1,87,620 
(1,27,710)

3.39 
(2.77)

2,27,662 
(1,87,620)

5.68 
(3.39)

18,72,809 
(17,00,119)

88.54 
(96.18)

7. Brake Block 18,00,000 
(18,00,000)

4,87,258 
(5,77,158)

1,618 
 – 

0.04 
 – 

 – 
(1,618)

 – 
(0.04)

4,84,170 
(5,73,505)

20.66 
(25.60)

8.  All types of Brakes used by 
 Railways

36,000 
(36,000)

7,592 
(5,869)

45 
 – 

0.12 
 – 

– 
(45)

– 
(0.12)

7,637 
(5,824)

44.92 
(32.74)

9. Others – 
 – 

– 
 – 

– 
 – 

– 
 – 

 – 
 – 

 0.06 
 – 

 – 
 – 

76.87 
(60.64)

SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.) 
(c) Licensed and installed capacity, production, purchases, opening and closing balance and sales :

(i)  MANUFACTURING OPERATIONS :

(ii)  TRADING OPERATIONS :

NOTES :

 * (a)  As certifi ed by the management and not verifi ed by the auditors, being a technical matter.
  (b) Sales and production pertain to fi nished goods only. Opening and Closing stocks include partly executed contracts but exclude stocks held by 

the consuming/selling divisions.
  (c)  In item no. 3 installed capacities and actual production are in meters, rest are in numbers.
 ** (d) Opening and Closing stocks of items of Research and Development have been excluded.
  (e) Opening and Closing stocks are inclusive of Work-in-Progress.
  (f)  Item no. 2 is not included in trading/fi nished stock.

Opening Balance Purchases Sales Closing Balance
Quantity

Nos.
Value

Rs. Crores
Quantity

Nos.
Value

Rs. Crores
Quantity

Nos.
Value

Rs. Crores
Quantity

Nos.
Value

Rs. Crores
Implements Trailers, Compressor  – 9.79  – 66.93  – 84.37  – 13.95 
Accessories, spares and others  – (8.82)  – (57.32)  – (81.74)  – (9.79)

Oils & Lubricants  – 0.30  – 6.12  – 8.80  – 0.02 
 –  –  – (6.65)  – (8.48)  – (0.30)

Others  – 4.19  – 12.86  – 20.29  – 3.69 
 – (3.20)  – (8.94)  – (12.24)  – (4.19)

NOTE :
1.   Opening and Closing balances include partly executed sales contracts but do not include goods-in-transit and Job-in-Progress.
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SCHEDULES 1-19 FORMING PART OF THE BALANCE SHEET AND PROFIT & LOSS ACCOUNT 
SCHEDULE 19 : NOTES ON BALANCE SHEET AND PROFIT & LOSS ACCOUNT (Contd.) 

(d)  Value of Imports - CIF basis :

 Year Ended  Year Ended 

 30.09.2008  30.09.2007 

 Rs. Crores  Rs. Crores 

(i) Raw Material 7.19 7.41 

(ii) Components & Spare Parts 3.97 27.64 

(iii) Capital Goods 14.82 6.19 

(iv) Trading Goods 3.72 0.38 

              Total 29.70 41.62 

(e) Imported and indigenous raw materials and components, stores and spares and tools consumed :

(f) Details of raw materials & components consumed :

 Year Ended 
30.09.2008 30.09.2007 

 Rs. Crores Percentage  Rs. Crores Percentage

(i) Imported 24.98 1.76 58.51 3.96 

(ii) Indigenous 1,390.35 98.24 1,393.16 96.04 

Total 1,415.33 100.00 1,451.67 100.00 

Unit of Quantity Value (Rs.Crores)
Measure 2007-08 2006-07 2007-08 2006-07

(i) Castings & Forgings Nos. 17,56,359 18,86,587 191.88 197.21 

(ii) Other Metal Parts 10.63 11.68 

(iii) Others 1,190.95 1,217.49 

Total 1,393.46 1,426.38 

NOTE : Raw materials and components consumed includes sale of raw materials and components.

RAJAN NANDA DR. P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 

S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer

As per our audit report attached
 for S. N. DHAWAN & CO.
 Chartered Accountants

 S. N. DHAWAN
Place  :  New Delhi  Partner
Dated  :  27th December, 2008 M.No. 925
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CASH FLOW STATEMENT
 Year ended
30.09.2008
Rs. Crores 

 Year ended
30.09.2007
Rs. Crores 

 A. CASH FLOW FROM OPERATING ACTIVITIES 

 Net Profi t before tax   26.14  (17.33)

 Adjustments for : 

  Provision for Doubtful debts, Obsolescence Inventory & Advances etc.  16.36  1.89 

  Gain on sale of Long Term Investments  –  (1.22)

  Gain on sale of Asset  (4.80)  (0.13)

  Depreciation  42.87  44.97 

  Misc. Exp./Assets Write off/Provisions  11.64  8.08 

  Interest Expense  62.20  72.22 

  Dividend Income  0.04  (0.02)

  Interest Income  (12.93)  (20.82)

 Operating Profi t before working capital changes  141.52  87.64 

 Adjustments for : 

  Trade and other Receivables  (65.36) (168.61)

  Money in Escrow Account 20.09 – 

  Inventories (43.68) 13.79 

  Trade Payables 58.02 67.05 

  Miscellaneous Expenditure (3.21) (7.50)

 (34.14)  (95.27)

 Cash Generated from Operations 
 Direct Taxes (Paid)/Refunds 

 107.38 
 (6.25)

(7.63)
(17.85)

 Net Cash Flow from Operating Activities  101.13 (25.48)

B. CASH FLOW FROM INVESTING ACTIVITIES 

 Purchase of Fixed Assets  (7.50)  0.86 

Proceeds from sale of Fixed Assets 14.26 (30.95)

Loss on sale of Investments (30.64) – 

Movement in Loans and Advances  (3.90) (16.27)

Sale/(Purchase) of Investments (0.66) 32.33 

Short Term Deposits with schedule Banks 8.58 (2.31)

Interest Received 3.21 20.70 

Dividend Received (0.04) 0.02

Net Cash Flow from Investing Activities (16.69) 4.38
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RAJAN NANDA DR. P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 
S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer

As per our audit report attached
 for S. N. DHAWAN & CO.
 Chartered Accountants

 S. N. DHAWAN
Place  :  New Delhi  Partner
Dated  :  27th December, 2008 M.No. 925

CASH FLOW STATEMENT (Contd.)

Year ended
30.09.2008
Rs. Crores

Year ended
30.09.2007
Rs. Crores

C. CASH FLOW USED IN FINANCING ACTIVITIES 

 Proceeds from Share Capital & Securities Premium  40.32  114.44 

 Proceeds from Long Term Borrowings  –  86.60 

 Less : Repayment of Long Term Borrowings  (41.68)  (0.54)

 Proceeds/(Repayment) from Short Term Borrowings (Net)  (46.83)  (146.82)

 Interest Paid  (66.27)  (77.40)

 Net Cash used in Financing Activities  (114.46) (23.72)
 Net Increase/(Decrease) in Cash and Cash equivalents  (30.03) (44.82)

 Cash and Cash equivalents as at 01.10.2007  60.83 105.65

 Cash and Cash equivalents as at 30.09.2008  30.80 60.83

NOTES: 
 1. Cash and Cash equivalents includes Cash in hand, demand deposits with banks and short term highly liquid investments. 
 2. Previous years fi gures have been regrouped/rearranged wherever necessary.
 3. Figures in bracket shows Cash Outfl ow.
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I. Registration Details
 Registration No.  State Code

 Balance Sheet Date  3 0  0 9  2 0 0 8

BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE

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

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

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

V. Generic Names of  Three Principal Products of the Company

 Item Code No.

 Product Description

 Item Code No.

 Product Description

 Item Code No.

 Product Description

 5 5

Public Issue

Total Liabilities

Rights Issue

Total Assets

Bonus Issue

Paid-up Capital

Private Placement

Reserves & Surplus
Sources of Funds

Secured Loans Unsecured Loans

Net Fixed Assets Investments
Application of Funds

Net Current Assets Misc. Expenditure

�

+ Accumulated Losses–

 4 7 5 0 0 0

Deferred Tax Asset (Net)

Turnover including Other Income Total Expenditure

�

+ – Profi t/Loss Before Tax +

�

– Deferred Taxation

+

�

– Provision for Tax

�

+ – Profi t/Loss After Tax

�

+ – Earnings per Share in Rs.

– –

Dividend Rate %

 S H O C K  A B S O R B E R S

 8 7 0 1 3 0 . 0 9

 T R A C T O R S

 8 7 0 8 8 0 . 0 0

 8 6 0 7 2 9 . 0 0

 R A I L W A Y  P A R T S

     –      

     –      

     –      

      7 0 2 0 0

   2 4 1 5 8 7 0 0    2 4 1 5 8 7 0 0

     9 0 7 1 0 0    1 1 1 1 9 5 0 0

    4 2 2 6 3 0 0      1 4 4 4 0 0

    8 3 6 9 5 0 0     4 2 5 7 9 0 0

    3 1 8 4 9 0 0      1 1 0 0 0 0

     –      

   2 0 5 1 5 5 0 0    2 0 0 6 0 1 0 0

 2 6 1 4 0 0  4 2 7 4 0 0

 2 8 4 7 0 0  1 1 8 7 0 0

   1 . 3 8

 C – 1 8 6 0
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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 30th September, 2008 and also the Consolidated Profi t 
and Loss Account and the Consolidated Cash Flow Statement for the year ended on that date annexed thereto. These fi nancial statements are the 
responsibility of the management of Escorts Limited and have been prepared by the management on the basis of separate fi nancial statements and 
other fi nancial information regarding components. Our responsibility is to express an opinion on these fi nancial 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 fi nancial statements are free of material misstatement. An audit includes, examining on a 
test basis, evidence supporting the amounts and disclosure in the fi nancial statements. An audit also includes assessing the accounting principles 
used and signifi cant estimates made by management, as well as evaluating the overall fi nancial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion.

Subject to note 14 of Schedule 20. As explained in the note, Escorts Agri Machinery Inc., USA (EAMI), a wholly owned subsidiary, whose consolidated fi nancial 
statements refl ect total assets of Rs. 406.20 crores as at 30th September, 2008 and the total revenues of Rs. 149.99 crores for the year then ended have 
been considered in the preparation of consolidated fi nancial statements on the basis of unaudited fi nancial statements and other fi nancial information up to 
30th September, 2008. These unaudited statements were prepared by the management and not verifi ed by us. The last standalone fi nancial statements of the 
subsidiary were audited for the year ended 31st December, 2006 (audited by other auditor). 

We further report that :

1. We did not carry out the audit of Hughes Communications India Limited, a joint venture company. These unaudited fi nancial statements have been 
certifi ed by the management and refl ect total assets of Rs. 20.67 crores as at 30th September, 2008 and the total revenues of Rs. 19.42 crores for the 
year then ended, and our opinion, insofar as it relates to the amounts included in respect of the joint ventures is based solely on these certifi ed fi nancial 
statements. Since the fi nancial statements for the year ended 30th September, 2008, which were compiled by management of the company  was not 
audited, any adjustments to their balances could have consequential effects on the attached consolidated fi nancial statements. 

2. The management has considered the consolidated fi nancial statements of the EAMI and its subsidiaries for the period of 12 months 
(i.e. October 1, 2007 to 30th September, 2008) as stated above. Therefore, we are unable to express our opinion in the matter and the overall effect 
on the consolidated fi nancial statements.

We report that the consolidated fi nancial 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.

Subject to the foregoing and based on our audit and on consideration of the reports of other auditors on separate fi nancial statement and on the 
other fi nancial information of the components, and subject to paragraph 2 above, in our opinion and to the best of our information and according 
to the explanations given to us, the attached consolidated fi nancial 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 30th September, 2008;

(b) in the case of Consolidated Profi t and Loss Account, of the loss for the year ended on that date; and

(c) in the case of the Consolidated Cash Flow Statement, of the Cash Flows for the year ended on that date.

For S. N. Dhawan & Co.
Chartered Accountants

(Vijay Dhawan)
Place  :  New Delhi Partner
Dated :  27th December, 2008  M.No.: 12565 
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Schedule

As At 
 30.09.2008 
 Rs. Crores 

 As At 
 30.09.2007 
 Rs. Crores 

SOURCES OF FUNDS
Share Capital 1 80.52 73.50
Reserves & Surplus 2 854.78 855.10
Total Shareholders’ Funds 935.30 928.60
Minority Interest 38.88 41.90
Loans

   Secured 3 806.49 780.71
   Unsecured 4 28.60 835.09 49.29 830.00

Net Deferred Tax Liabilities 148.51 145.70

Total 1,957.78 1,946.20

APPLICATION OF FUNDS
Fixed Assets

   Gross Block 1,615.48 1,569.97
   Less : Depreciation 667.34 655.65
   Net Block 5 948.14 914.32

Capital Work -in Progress 19.23 23.22

Total Fixed Assets 967.37 937.54
Investments : Long Term 238.21 245.34
Net Deferred Tax Assets 197.02 240.73
Current Assets, Loans & Advances
Current Assets 6

   Inventories 390.84 319.21
   Accrued Billing 0.17 0.44
   Sundry Debtors 755.46 655.08
   Cash & Bank Balances 142.34 206.64
   Other Current Assets 10.57 1.08

1,299.38 1,182.45
Loans & Advances 7 290.37 260.80

Total Current Assets, Loans & Advances 1,589.75 1,443.25
DEDUCT

Current Liabilities & Provisions 8
   Current Liabilities 925.79 777.54
   Provisions 120.24 159.73

Total Current Liabilities & Provisions 1,046.03 937.27

Net Current Assets 543.72 505.98
Miscellaneous Expenditure
(to the extent not written off or adjusted) 11.46 16.61
Total 1,957.78 1,946.20

Signifi cant Accounting Policies 17
Related Party Disclosures 18
Segment Information 19
Notes to Accounts 20

Schedules 1 to 20 annexed hereto form an integral part of the Consolidated Balance Sheet and Profi t and Loss Account.

CONSOLIDATED BALANCE SHEET AS AT 30TH SEPTEMBER, 2008

As per our audit report attached
 for S. N. DHAWAN & CO.
 Chartered Accountants

 VIJAY DHAWAN
Place :  New Delhi Partner
Dated :  27th December, 2008 M. No. 12565

RAJAN NANDA DR. P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 
S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer
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CONSOLIDATED PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 30TH SEPTEMBER, 2008

Schedule

Year Ended 
 30.09.2008 
 Rs. Crores 

 Year Ended 
 30.09.2007 
 Rs. Crores 

INCOME 
Gross Sales 2,751.75  2,844.67 
Less : Excise Duty 98.54  92.13 
Net Sales  2,653.21  2,752.54 
Business Income 9  112.86  66.08 
Income from Investments 10  0.63  7.42 

Total  2,766.70  2,826.04 

EXPENDITURE 
Material, Manufacturing & Operating 11  2,074.36  2,118.80 
Personnel 12  244.11  234.70 
Sales & Administration 13  304.38  310.10 
Interest (Net) 14  62.61  73.85 
Bank and Finance Charges  9.47  19.67 
Depreciation  50.77  53.31 
Amortisation of Expenditure 15  8.39  7.78 
Exceptional Items 16  24.19  11.27 

 2,778.28  2,829.48 
Profi t & Loss before Tax & Minority Interest  (11.58)  (3.44)

Provision for Taxation
     Fringe Benefi t Tax 2.48  3.11 
     Current Tax 9.86  11.34 
     Deferred Tax 46.52  (12.69)
     Excess Provision Written Back (32.86)  26.00  –  1.76 
PROFIT/(LOSS) AFTER TAX  (37.58)  (5.20)
Minority Interest  (0.34)  0.31 

PROFIT/(LOSS) AFTER TAX ATTRIBUTABLE TO THE COMPANY  (37.24)  (5.51)

Total  (37.24)  (5.51)

APPROPRIATIONS 
Dividend on Preference Shares  1.50  – 
Dividend Tax  0.25  – 
Balance carried to Balance Sheet  (38.99)   (5.51)

Total  (37.24)  (5.51)

EARNINGS PER SHARE (in Rs.) (Face Value Rs. 10 each) 
- Basic (4.62)  (0.86)
- Diluted (4.62)  (0.86)
Signifi cant Accounting Policies 17
Related Party Disclosures 18
Segment Information 19
Notes to Accounts 20

Schedules 1 to 20 annexed hereto form an integral part of the Consolidated Balance Sheet and Profi t and Loss Account.

As per our audit report attached
 for S. N. DHAWAN & CO.
 Chartered Accountants

 VIJAY DHAWAN
Place :  New Delhi Partner
Dated :  27th December, 2008 M. No. 12565

RAJAN NANDA DR. P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 
S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 1 : SHARE CAPITAL

 As At 
30.09.2008 
Rs. Crores 

 As At
30.09.2007
Rs. Crores 

AUTHORISED CAPITAL 

 12,00,00,000 Equity Shares of Rs. 10 each  120.00  120.00 

(Previous year 12,00,00,000 shares) 

 7,30,00,000 Unclassifi ed Shares of Rs. 100 each  730.00  730.00 

(Previous year 7,73,00,000 shares) 

 850.00  850.00 

ISSUED, SUBSCRIBED AND PAID-UP CAPITAL 

 9,07,09,496 Equity Shares of Rs. 10 each  90.71  83.69 

Less: Share capital held by  10.19  10.19 

 joint ventures (based on proportionate consolidation)

 80.52  73.50 

SCHEDULE 2: RESERVES AND SURPLUS (Rs. Crores )

 Securities 
Premium 
Account 

 Capital 
Redemption 

Reserve 

 Share 
Forfeiture 

Reserve  

 Amalgamation 
Reserve 

 General 
Reserve 

 Profi t & 
Loss

Account 

 Revaluation
Reserve 

 Employee 
Stock 

Option 
Outstanding 

 Deferred 
Employee 

Compensation 
Expenses 

 Total  Previous 
Year 

Figures

As at 30th September, 2007  186.19  0.80  3.22  48.46  462.96  (318.97)  471.90  1.07  (0.53)  855.10  765.22 

Additions:  70.00     70.00  107.08 

Transfer from Profi t and Loss Account  (38.99)  (38.99)  (5.51)

Adjustment for consolidation  (26.35)*  (26.35)  – 

 256.19  0.80  3.22  48.46  462.96  (384.31)  471.90  1.07  (0.53)  859.76  866.79 

Deductions:    5.44  0.05  (0.51)  4.98  11.69 

As at 30th September, 2008  256.19  0.80  3.22  48.46  462.96  (384.31)  466.46  1.02  (0.02)  854.78  855.10 

* Adjustment of Rs. 29.26 crores (Loss) of Escorts Agri Machinery Inc. (EAMI), USA for the nine months period from Jan ‘07 to Sep ‘07 based on Management Accounts not incorporated in previous year. 

2007-08 2006-07

Includes Joint venture share   (0.63)  0.33 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 3 : SECURED LOANS

 As At
30.09.2008
Rs. Crores 

 As At
30.09.2007
Rs. Crores 

From Banks: 
Cash Credit/ Working Capital  Term Loans  464.14  423.63 

Loans from: 
Banks   213.46  240.92 
Interest Accrued & Due –  0.01 

Others  24.05  21.31 

Debentures 
4.25%  Secured Convertible Debenture   60.84  60.84 
9%  Secured Convertible Debenture   34.00  34.00 
9%  Secured Redeemable Convertible Debenture   10.00  – 

Total  806.49  780.71 

Includes joint venture share  5.68  7.76 

NOTES : 

1. Debentures 
 Represent Part B of 61,455, 4.25% Secured Convertible Debentures of Rs. 9,900/- each issued and allotted to Qualifi ed Institutional Buyers 

on 4th July, 2007 redeemable with in a period of 42 months from the date of issue. These Debentures are secured by exclusive charge on the 
specifi ed property at Gujarat and extension of exclusive charge on the immovable assets of the company at site No.2, Sector - 13, Faridabad. 

2. 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 
 As At

30.09.2008
Rs. Crores 

 As At
30.09.2007
Rs. Crores 

Fixed Deposits  –  11.63 

Inter Corporate Deposits  1.45  5.41 
Interest Accrued & Due  0.09  – 

Banks Book Overdraft  14.57  15.63 

Short Term Loans & Advances  
From Others  12.49  16.62 

Total  28.60  49.29 

Includes joint venture share  21.71  22.41 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 5 : FIXED ASSETS

(Rs. Crores)

Description  Original
Cost as at

30.09.2007 

 Additions Deductions/ 
adjustments 

 Original
Cost as at

30.09.2008 

Depreciation
upto

30.09.2007 

Depreciation
& w/off for

the year 

 Deductions
during 

the year 

Depreciation
Upto

30.09.2008 

 Net Book
value as on
30.09.2008 

 Net Book 
value as on
30.09.2007

Tangible Assets :

Land Freehold  490.59  0.12  0.09  490.62  0.09  –  –  0.09  490.53  490.50 

Land Leasehold  2.21  –  0.39  1.82  0.01  0.02  0.03  –  1.82  2.20 

Buildings  246.60  49.78  0.01  296.37  134.55  9.69  –  144.24  152.13  112.05 

Plant & Machinery  652.07  46.51  26.67  671.91  382.50  36.56  17.34  401.72  270.19  269.57 

Furniture & Fixtures  109.02  5.25  27.73  86.54  86.06  5.00  24.62  66.44  20.10  22.96 

Vehicles  11.34  2.37  1.97  11.74  6.10  1.54  1.30  6.34  5.40  5.24 

Leasehold Improvements  3.88  0.01  0.07  3.82  3.82  0.02  0.05  3.79  0.03  0.06 

Sub Total (A)  1,515.71  104.04  56.93  1,562.82  613.13  52.83  43.34  622.62  940.20  902.58 

Intangible Assets : 

Goodwill  6.05  –  3.63  2.42  1.18  –  –  1.18  1.24  4.87 

Prototype  1.21  –  –  1.21  1.21  –  –  1.21  –  – 

Technical knowhow  28.90  1.48  –  30.38  24.74  2.18  –  26.92  3.46  4.16 

Software   18.10  0.55  –  18.65  15.39  1.20  1.18  15.41  3.24  2.71 

Sub-Total (B)  54.26  2.03  3.63  52.66  42.52  3.38  1.18  44.72  7.94  11.74 

Sub-Total (A+B)  1,569.97  106.07  60.56  1,615.48  655.65  56.21  44.52  667.34  948.14  914.32 

 Capital Work-in-Progress  16.62  43.62  44.66  15.58  –  –  –  –  15.58  16.62 

 Capital Advances  6.60  1.11  4.06  3.65  –  –  –  –  3.65  6.60 

Sub-Total (C)  23.22  44.73  48.72  19.23  –  –  –  –  19.23  23.22 

 Total (A+B+C)  1,593.19  150.80  109.28  1,634.71  655.65  56.21  44.52  667.34  967.37  937.54 

 Previous Year Figures  1,555.40  76.72  38.93  1,593.19  602.38  57.33  4.06  655.65  937.54  – 

Includes Joint venture share:  30.09.2008  30.09.2007 

Gross Block  14.84  16.83 

Depreciation  11.82  13.35 

Net Block  3.02  3.48 

Capital Work-in-progress  0.02  0.02 

Total Fixed Assets  3.04  3.50 
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 As At
30.09.2008
Rs. Crores 

 As At
30.09.2007
Rs. Crores 

Interest/Dividend accrued on Investments and Deposits 10.57 1.08

Stocks (as taken, valued and certifi ed by the Management) 

Raw Material and Components  172.10  159.19 
Finished & Trading Goods  163.09  95.29 
Work-in-Progress  32.34  48.96 
Stores and Machinery Spares  13.04  14.81 
Loose Tools   13.23  12.39 
Current Investments  –  0.49 

 393.80  331.13 
Less : Provision for obsolete stock  2.96  11.92 

 390.84  319.21 

Accrued Billing Revenue  0.17  0.44 

Sundry Debtors 

Debts outstanding for over six months 
Secured  0.72  0.67 
Unsecured - Considered Good  347.03  217.73 
 - Considered Doubtful  16.50  21.37 

 364.25  239.77 
Less : Provision for doubtful debts  16.50  21.37 

 347.75  218.40 

Other Debts
Secured  7.58  3.37 
Unsecured - Considered Good  400.13  433.31 

 407.71  436.68 
Total Debtors  755.46  655.08 

Cash & Bank Balances 
Cash in hand  1.88  2.46 
Cheques in hand and in transit  2.42  1.63 
On Current accounts with Banks  40.50  70.95 
Held in Escrow Account  64.99  85.08 
On Short/Fixed Deposit with Banks  3.81  3.81 
On Short/Fixed Deposit with Banks 
(Pledged with various Banks/Govt authorities/Financial Instt.)  28.73  42.70 
In Post Offi ce Savings Bank Accounts 
(Pledged as security with Government authorities)  0.01  0.01 

 142.34  206.64 

Total  1,299.38  1,182.45 

Includes joint venture share 
Stocks / Inventory  0.22  0.59 
Sundry Debtors  10.43  9.53 
Cash and Bank balances  0.15  0.38 
Other Current Assets  0.70  0.79 
Total  11.50  11.29 

SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 6 : CURRENT  ASSETS
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 7 : LOANS & ADVANCES

 As At
30.09.2008
Rs. Crores 

 As At
30.09.2007 
Rs. Crores

Loans : 
Unsecured - Considered Good  3.33  2.44 

 - Considered Doubtful  0.15  0.08 

 3.48  2.52 

Less : Provision for doubtful Loan  0.15  3.33  0.08  2.44 

Inter-Corporate Deposits : 

Unsecured - Considered Good  93.59  84.09 

 - Considered Doubtful  0.83  0.84 

 94.42  84.93 

Less : Provision for doubtful Inter-Corporate Deposits  0.83  93.59  0.84  84.09 

Advances recoverable in cash or in kind 

or for value to be received : 

Unsecured - Considered Good  178.99  143.00 

 - Considered Doubtful  41.80  46.86 

 220.79  189.86 

Less : Provision for doubtful Advances  41.80  178.99  46.86  143.00 

Deposits : 

Deposits - Considered Good  14.46  31.27 

 - Considered Doubtful  13.64  0.07 

 28.10  31.34 

Less : Provision for doubtful Deposits  13.64  14.46  0.07  31.27 

Total  290.37  260.80 

Includes joint venture share  14.36  15.05 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 8 : CURRENT LIABILITIES & PROVISIONS

 As At
30.09.2008
Rs. Crores 

 As At
30.09.2007 
Rs. Crores

CURRENT LIABILITIES 

Acceptances  208.20  189.52 

Sundry Creditors  593.77  491.09 

Advance Payments 

     Customers  30.03  22.69 
     Share Warrants  –  4.48 
     Others  21.73  8.82 

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  0.36  0.38 
ii) Unpaid matured Deposits  3.17  5.03 
iii) Unpaid matured Debentures  0.12  0.24 
iv) Unpaid matured Secured Premium Notes  0.04  0.04 
v) Interest accrued on (i) to (iv) above  0.39  4.08  1.84  7.52 

Other Liabilities  64.17  49.21 
Interest accrued but not due on loans  3.82  4.21 

 925.79  777.54 
PROVISIONS 

Leave Encashment  9.88  10.21 

Superannuation  26.31  31.07 

Gratuity  45.54  40.36 

Fringe Benefi t Tax  8.70  3.10 
Less : Advance Paid  9.06  (0.36)  3.15  (0.05)

Taxation  82.61  339.08 
Less : Advance Paid  43.74  38.87  260.94  78.14 

 120.24  159.73 

Total  1,046.03  937.27 

Includes joint venture share 
Current Liabilities  9.91  9.07 
Provisions  (0.40)  (0.49)

Total  9.50  8.59 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 9 : BUSINESS INCOME

 Year Ended 
30.09.2008
Rs. Crores

 Year Ended 
30.09.2007
Rs. Crores

Income from rendering of services 
Investment, management and advisory  2.18  2.75 

Trading income  13.19  12.91 

Software development/ISP/Other services  20.76  36.13  18.57  34.23 

Business income : others 
Commission  4.74  0.72 

Erection & servicing  3.31  3.73 

Scrap sale  3.55  3.39 

Unclaimed balance written back  1.21  0.38 

Foreign Exchange Variation  32.19  4.58 

Provision no longer required written back  12.97  5.91 

Surplus on sale of assets (net)  4.83  0.12 

Others  13.93  76.73  17.61  36.43 

Total  112.86  70.66 

Includes joint venture share  19.01  18.48 

SCHEDULE 10 :  INCOME FROM INVESTMENTS 

 Year Ended 
30.09.2008
Rs. Crores

 Year Ended 
30.09.2007
Rs. Crores

Dividends 

Trade Investments  0.01  0.08 

Other Investments  0.11  0.12  1.41  1.49 

Surplus on sale of investments  0.44  1.35 

Others  0.07  – 

Total  0.63  2.84 

Includes joint venture share  0.34  0.10 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 11 : MATERIAL, MANUFACTURING AND OPERATING EXPENSES

 Year Ended 
30.09.2008
Rs. Crores

 Year Ended 
30.09.2007
Rs. Crores

A. Raw Material & Components Consumed * 

Opening Stock  143.03  134.00 

Add : Purchases  1,898.54  1,831.67 

 2,041.57  1,965.67 

Less : Closing Stock  150.25  1,891.32  145.68  1,819.99 

* (Net of Duty Draw Back) 

B. Finished & Trading Goods and Work-in-progress consumed

Opening Stock

Finished & Trading Goods  43.87  54.37 

Work-in-Progress  17.24  16.21 

 61.11  70.58 

Add : Purchases  143.28  206.75 

 204.39  277.33 

Less : Closing Stock

Finished & Trading Goods  85.32  41.23 

Work-in-Progress  21.01  98.06  17.24  218.86 

Material Consumed  1,989.38  2,038.85 

Excise duty on increase/(decrease) in stock of fi nished goods  2.30  1.17 

Stores, Spares and Tools  24.16  27.19 

Lease charges on Plant & Machinery  –  0.80 

Software development/Other operating expenses  12.02  1.33 

Power and Fuel  32.58  33.38 

Repairs to Building  2.30  3.02 

Repairs to Machinery  11.62  13.06 

Total  2,074.36  2,118.80 

Includes joint venture share  0.26  0.35 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 12 : PERSONNEL EXPENSES

Year Ended 
30.09.2008
Rs. Crores 

Year Ended 
30.09.2007
Rs. Crores 

Salary, Wages and Bonus  192.83  175.96 

Contribution to Gratuity Fund   5.50  9.74 

Contribution to Provident Fund and other Funds  11.73  11.77 

Staff Welfare Expenses  34.05  37.23 

Total  244.11  234.70 

Includes joint venture share  2.74  2.56 

SCHEDULE 13 :  SALES AND ADMINISTRATION EXPENSES 

  Year Ended 
30.09.2008
Rs. Crores 

  Year Ended 
30.09.2007
Rs. Crores 

Warranties   19.39  18.35 

Rent (Net)  4.87  4.48 

Rates and Taxes  1.77  2.66 

Insurance  3.54  4.36 

Travelling & Conveyance  20.73  20.65 

Printing & Stationery  4.31  3.18 

Communication Charges  5.28  5.18 

Repairs and Maintenance  11.34  9.72 

Audit Fee & Legal Expenses  15.50  18.06 

Entertainment  0.66  0.60 

Sales Incentives & Other Selling Expenses  57.52  46.99 

Advertisement  25.88  45.76 

Royalty  9.52  9.88 

Packing, Freight & Forwarding  53.41  61.52 

Sales & Purchase Tax  1.04  2.20 

Directors Fee & Commission  0.19  0.14 

General Charges  51.69  42.62 

Bad Debts written off  2.13  0.29 

Foreign Exchange Variation  15.61  13.46 

Total  304.38  310.10 

Includes joint venture share  12.34  12.57 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 14 : INTEREST  (NET)

Year Ended 
30.09.2008
Rs. Crores 

Year Ended 
30.09.2007
Rs. Crores 

Interest Expense on: 

Fixed period loans and Debentures  36.92  37.85 

Others  50.62  58.74 

 87.54  96.59 

Less : Interest income: 

Others* 24.93 22.74

Total  62.61  73.85 

Includes joint venture share  0.88  0.91 

*Includes interest on investments in deposits and bonds, income tax refunds, housing loan to employees, dealer overdues etc.

SCHEDULE 15 : AMORTISATION OF EXPENDITURE 

Year Ended 
30.09.2008
Rs. Crores 

Year Ended 
30.09.2007
Rs. Crores 

Voluntary Retirement Scheme  5.30  4.32 

Miscellaneous Expenditure written-off  3.09  3.46 

Total  8.39  7.78 

Includes joint venture share  0.03  0.03 

SCHEDULE 16 :  EXCEPTIONAL ITEM 

Year Ended 
30.09.2008
Rs. Crores 

Year Ended 
30.09.2007
Rs. Crores 

Loss on sale of investments   3.35  –

Settlement Cost   7.50  –

Loss/Write off  of assets (net)  1.38  –

Amount written off  0.33  2.95 

Provision for Doubtful Debts/Advances/Deposits  9.24  8.32 

Deferred Employee Benefi t  2.39  – 

Total  24.19  11.27 

Includes joint venture share  2.66  0.02 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 17 : SIGNIFICANT ACCOUNTING POLICIES
1. ACCOUNTING CONVENTION 

 The fi nancial 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 (AS 23) “Accounting for Investments in Associates in the Consolidated Financial 
Statements” and Accounting Standard 27 (AS 27) “Financial Reporting of Interests in Joint Ventures,” issued by the Institute of 
Chartered Accountants of India. The consolidated fi nancial statements include the fi nancial statements of Escorts Limited (‘the 
Parent Company’), its Subsidiary Companies and Joint Ventures.

 � The Subsidiaries and Joint Ventures considered in the preparation of consolidated fi nancial statements are as follows :

Sl. No. Name of Company Country of 
Incorporation

Proportion 
of ownership

Held by Reporting period 

LIST OF SUBSIDIARIES

1 Escorts Automotives Ltd. (EAL) India 100% Escorts Limited April-March

2 Escorts Construction Equipment Ltd. (ECEL) India 99.99% Escorts Limited April-March

3 Escorts Agri Machinery Inc. (EAMI) * USA 100% Escorts Limited January-Dec

4 FarmtracTractors Europe Sp. z.o.o Poland 100% EAMI January-Dec

5 Beaver Creeks Holdings LLC (BCH) * USA 78.25% EAMI January-Dec

6 Farmtrac North America LLC, USA * USA 49% EAMI January-Dec

51% BCH

7 Cellnext Solutions Ltd. India 85% Escorts Limited April-March

8 Escorts Securities Ltd. (ESL)(Board Controlled) India 49% EAML April-March

9 Escorts Asset Management Ltd. (EAML)(Board Controlled) India 30% Escorts Limited April-March

LIST OF JOINT VENTURES

1 Escotrac Finance & Investments Pvt. Ltd. (ESCOTRAC) India 49.81% Escorts Limited April-March

49.81% EFILL

2 Escorts Finance Investment & Leasing Pvt. Ltd. (EFILL) India 49.81% Escorts Limited April-March

49.81% ESCOTRAC

3 Hughes India Communications Limited India 13.38% Escorts Limited April-March

* Consolidated on the basis of unaudited fi nancial statements.

Financial Statements of the above subsidiaries and joint ventures for the year ended 30th September, 2008, has been considered for the purpose 
of consolidation.

3. RECOGNITION OF REVENUE

 � Revenue from sale of goods are recognised on despatch, except in the following cases:

  – 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 specifi c terms of the contract on the basis of man-days/man-hour rates 
for services rendered.

  – Income recognition on non-performing assets is in accordance with the Non-Banking Financial Companies Prudential Norms 
(Reserve Bank) Directions, 1998.

  – Revenue from investment management and advisory services is recognised on accrual basis.

 � Dividend is taken on accrual basis, if declared/received by the time of fi nalisation of the accounts.
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 17 : SIGNIFICANT ACCOUNTING POLICIES (Contd.)
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.

 – Leasehold Land is amortised over a period of lease.

 – Leasehold Improvements are written over a period of six years.

 – Depreciation in Companies related to e-commerce, software development and Overseas Companies is provided on straight-line 
method based on estimated useful life of the assets.

 ii)  Intangible

 � In accordance with 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 Knowhow fees and expenditure on major software products is written-off over a period of six years except in case of 
Escorts Asset Management Limited, where software is being written off over the period of ten years. 

  � Goodwill is amortised over a period of ten years.

5. IMPAIRMENT OF ASSETS

 Impairment is ascertained at each Balance Sheet date in respect of Cash Generating Units for which any indication of any possible impairment 
exists. An impairment loss is recognised if the carrying amount of assets of a Cash Generating Unit exceeds its recoverable amount. The 
recoverable amount is the greater of the net selling price and value in use. In assessing value in use, the estimated future cash fl ows are 
discounted to their present value based on an appropriate discount rate.

6. 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.

7. RETIREMENT BENEFITS

 The liability on account of Gratuity is provided on the basis of actuarial valuation at the year-end.

8. LEAVE ENCASHMENT

 The provision in accounts for leave encashment benefi t to employees is based on actuarial valuation at the year-end.

9. 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 
fl uctuation in exchange rates on settlement are recognised in the Profi t & Loss Account.

 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 Profi t & Loss Account.

 In case of Forward Exchange Contracts, the difference between the forward rate and the exchange rate at the date of transaction is 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 17 : SIGNIFICANT ACCOUNTING POLICIES (Contd.)

recognised in the Profi t & Loss Account over the life of the contract, except in case of liabilities relating to acquisition of fi xed assets, which 
are adjusted to the carrying cost of the respective assets.                 

10. 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.

11. 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.

12. 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 ending 31st March, 2010 on 
pro-rata basis.

 In case of ECEL, payment under Voluntary Retirement Scheme to the direct/indirect employees is written off over a period ending 
31st March, 2009 on pro-rata basis.

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

13. 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 suffi cient future taxable income will be available against which such deferred tax assets can be realised. 

14. TRANSLATION OF FOREIGN SUBSIDIARIES

 In case of foreign subsidiaries, the revenue and expense transactions at the year-end refl ected in Profi t & 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 Profi t and Loss Account.

15.  EMPLOYEE STOCK OPTION SCHEME

      In respect of stock options granted pursuant to Employees Stock Option Scheme, the intrinsic value of the options (excess of market price 
of the share over the exercise price of the options) is accounted as employee compensation cost over the vesting period.

16.  PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

 Provisions are recognised for liabilities that can be measured only by using a substantial degree of estimation, if

 a) the Company has  a present obligation as a result of past event,

 b) a probable outfl ow of resources is expected to settle the obligation, and

 c) the amount of obligation can be reliably estimated.

 Reimbursements expected in respect of expenditure required to settle a provision is recognised only when it is virtually certain that the 
reimbursement will be received.

 Contingent liability is disclosed in the case of 

 a) a present obligation arising from the past event, when it is not probable that an outfl ow of resources will be required to settle the 
obligation.

 b) a possible obligation, unless the probability of outfl ow of resources is remote.

 Contingent assets are neither recognised nor disclosed.

 Provisions and Contingent Liabilities are reviewed at each Balance Sheet date.
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 18 : DISCLOSURE OF RELATED PARTIES
Related party disclosures (as identifi ed and certifi ed by the management)
Related party disclosures as required under Accounting Standard 18 (AS-18) on “Related Party Disclosures” issued by the Institute of Chartered 
Accountants of India are given below:
(i) Joint Ventures

Domestic
Escorts Finance Investment & Leasing Private Limited
Escotrac Finance & Investment Private Limited
Escorts Motors limited
Hughes Communications India Limited

(ii) Key Management Personnel
Mr. Rajan Nanda
Mr. Nikhil Nanda
Ms. Nitasha Nanda

(iii) Related Party Transactions:

TRANSACTION WITH JOINT VENTURES BALANCE AS AT 30.09.2008  (Rs. Crores) 

Nature of  Transactions Escotrac 
Finance & 

Investment 
Pvt. Ltd.

Escorts 
Finance 

Investment & 
Leasing Pvt. Ltd.

Escorts 
Motors 

Ltd.

Hughes 
Communications 

India Ltd.

Total

Investments 98.48 83.82 1.50 2.07 185.87 
(98.48) (83.82) (1.50) (2.07) (185.87)

Advances Given  –  – 0.02 0.07 0.09 
 –  – (0.02) (0.07) (0.09)

Payables –  –  –  – –
(18.28)  –  –  – (18.28)

Provisions (Debts/Loans/Advances/Deposits/Investments)  –  – – 0.07 0.07 
 –  –  – (0.07) (0.07)

TRANSACTIONS WITH OTHERS FOR THE YEAR ENDED 30.09.2008 (Rs. Crores)
Nature of  Transactions Harparshad & 

Co. Pvt. Ltd.
 Total 

Royalty 5.64 5.64
(6.00) (6.00)

Interest 0.40 0.40
(0.86) (0.86)

Borrowings as at 30 September, 2008 – –
(2.54) (2.54)

Payables as at 30 September, 2008 0.06 0.06
(9.16) (9.16)

TRANSACTIONS WITH DIRECTORS AND THEIR RELATIVES FOR THE YEAR ENDED 30.09.2008 (Rs. Crores)

Nature of  Transactions Nikhil Nanda Nitasha Nanda Total
Remuneration Paid – 0.56 0.56

– (0.46) (0.46)
Rent Paid – 0.25 0.25

– (0.20) (0.20)
Purchase of asset – – –

(0.11) – (0.11)
Advances  Given – 0.08 0.08

– (0.10) (0.10)
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 19 : SEGMENT INFORMATION FOR THE PERIOD ENDED 30TH SEPTEMBER, 2008
(i)  INFORMATION ABOUT PRIMARY BUSINESS SEGMENTS (Rs. Crores)

Agri Machinery 
Products

Auto Ancillary 
Products

Railway 
Equipments

Construction 
Equipments

Others Unallocated Total

External Revenue  1,905.33  85.90  142.40  583.14  42.22  7.71  2,766.70 
 (2,120.29)  (93.20)  (115.55)  (448.88)  (38.13)  (8.77)  (2,824.82)

Internal Revenue  63.59  3.14  0.96  4.18  1.48  0.06  73.41 
 (173.41)  (1.78)  (0.99)  (4.00)  (0.32)  (0.63)  (181.13)

Segment Revenue  1,968.92  89.04  143.36  587.32  43.70  7.77  2,840.11 
(2,293.70) (94.98) (116.54) (452.88) (38.45) (9.40) (3,005.95)

Eliminations  63.59  3.14  0.96  4.18  1.48  0.06  73.41 
(173.41) (1.78) (0.99) (4.00) (0.32) (0.63) (181.13)

Total Revenue  2,766.70 
(2,824.82)

Segment Result 60.39  (12.26)  23.71  29.72  3.96  (21.39)  84.13 
 (80.72)  16.20  (16.78)  (37.51)  (2.15)  20.85  (100.11)

Interest Expense  97.01  97.01 
 (116.26) (116.26)

Interest Income  24.93  24.93 
 (22.74) (22.74)

Exceptional Items  24.19  24.19 
 (11.27)  (11.27)

Dividend Income  0.12  0.12 
 (0.02)  (0.02)

Surplus on Sale of Investment (Net)  0.44  0.44 
 (1.22)  (1.22)

Profi t before Taxation 60.39  (12.26)  23.71  29.72  3.96  (117.10)  (11.58)
(80.72) 16.20 (16.78) (37.51) (2.15) 124.40 3.44 

Provision for Taxation:
    - Fringe Benefi t Tax  2.48  2.48 

 (3.11) (3.11)
 - Current Tax  9.86  9.86 

 (11.34)  (11.34)
 - Deferred Tax  46.52  46.52 

 12.69  12.69 
Profi t After Tax 60.39  (12.26)  23.71  29.72  3.96  (175.96)  (70.44)

(80.72) 16.20 (16.78) (37.51) (2.15) 126.16 5.20 
Provision for Taxation of earlier years  (32.86)  (32.86)

 –  – 
Profi t After Tax Before Minority Interest 60.39  (12.26)  23.71  29.72  3.96  (143.10)  (37.58)

(80.72) 16.20 (16.78) (37.51) (2.15) 126.16 5.20 
Minority Interest  (0.34)  (0.34)

 (0.31)  (0.31)
Other Information  As At 

30/09/2008 
 As At 

30/09/2008 
 As At 

30/09/2008 
 As At 

30/09/2008 
 As At 

30/09/2008 
 As At 

30/09/2008 
 As At 

30/09/2008 
Segment Assets  1,544.40  74.50  105.63  345.32  204.24  581.23  2,855.32 

 (1,359.98)  (73.43)  (90.45)  (262.35)  (227.21)  (643.90)  (2,657.33)
Segment Liabilities  727.01  34.79  27.23  140.26  31.91  84.85  1,046.05 

 (542.89)  (36.12)  (20.95)  (105.33)  (105.13)  (126.85)  (937.27)
Additions to Tangible Fixed Assets  9.74  2.65  1.05  72.63  1.95  16.02  104.04 

 (22.74)  (0.90)  (19.02)  (1.37)  (10.31)  (1.93)  (56.27)
Addition to Intangible Fixed Assets  0.13  –  –  1.60  0.30  –  2.03 

 (0.17)  (0.06)  –  (0.65)  (0.01)  –  (0.89)
Depreciation  36.25  2.31  4.32  2.09  2.05  3.75  50.77 

 (44.37)  (2.85)  (4.98)  (1.17)  (7.72)  –  (61.09)
Non-Cash Expenses other than  4.84  0.23  0.19  0.18  0.07  2.87  8.39 
Depreciation (4.20) (0.24) (0.13)  (0.14) (0.19) (2.86) (7.78)

(ii)  INFORMATION ABOUT SECONDARY GEOGRAPHICAL SEGMENTS (Rs. Crores)
India Outside Consolidated

India Total
Revenue By Geographical market–External  2,616.71  149.99  2,766.70 

(2,418.17) (406.65) (2,824.82)
Carrying Amount of Segement Assets  2,449.11  406.21  2,855.32 

(2,304.80) (352.53) (2,657.33)
Addition to Tangible Fixed Assets  104.04  –  104.04 

(50.94) (5.33) (56.27)
Addition to Intangible Fixed Assets  2.03  –  2.03 

(0.89)  – (0.89)
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 20 : NOTES ON CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
1. 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 Communications India Limited 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.

 Subsequent to 31st March,  2004, the Company has in terms of earlier agreement agreed to purchase the 49% holding in EML from ICICI and 
had advanced Rs. 68 crores out of which Rs. 31.25 crores has been provided as diminution in the value of  proposed investment, being the 
differential in excess of the original investment made by ICICI. The transfer of the shares in favour of the Company is awaited pending fi nal 
settlement with ICICI. The amount of Rs. 68.00 crores remains grouped under ‘Advances recoverable in cash or kind’  in Schedule 8 ‘Loans 
& Advances’.

2. a) During the period 2004-05, Escorts Limited (EL) sold its entire share holding in Escorts Heart Institute & Research Centre Limited 
(EHIRCL) for consideration of Rs. 520/- crores vide Sale Purchase Agreement dated 25th September, 2005. The sale proceeds have 
been received, excepting for Rs. 85.08 crores which were retained in an Escrow Account, awaiting fulfi llment of certain conditions. 
The Hon’ble Delhi High Court had ordered status quo, on a petition fi led challenging the sale transaction.

  During the year the said petition have been dismissed by the Hon’ble Court. The Company has paid an amount of Rs. 7.50 crores as 
settlement cost to the buyer and the amount held in the Escrow Account has been realised.

  At the request of the Company, other stakeholders of EHIRCL, who were holding 5% each of the paid up share capital of EHIRCL, 
had also agreed to keep their share of the sale consideration amounting to Rs. 64.99 crores in an Escrow Account. Pursuant to the 
status quo order of the Hon’ble High Court the amount held in Escrow Account belonging to the aforesaid stakeholders could not 
be released even on demand by them. The matter was referred to arbitration. As per the award, EL was required to pay the money 
to the aforesaid stakeholders including interest accrued thereon. Consequently, during the year the Company has placed a sum of 
Rs. 64.99 crores in an Escrow Account by paying off the other stakeholders.

2. b) Escorts Heart Institute & Research Centre Limited (EHIRCL), the Subsidiary company that was sold in September 2005, has disputed 
the Income Tax demand of Rs. 52.33 crores and interest thereon amounting to Rs. 29.16 crores and the matter is pending in appeal. 
Escorts Limited has undertaken vide the sale agreement dated 25th September, 2005 to indemnify the purchaser to the extent of 
Rs. 65.00 crores plus one-third of any amount in excess of Rs. 65.00 crores, in case the appeal is decided against EHIRCL. In view of 
the above the Company has kept an amount of Rs. 64.99 crores in an Escrow Account.

3. The Company has executed an Agreement to Sell for transfer of 20 acres of land at Plot No. 219, Sector 58, Balabhgarh, Haryana for a 
consideration of Rs. 7.00 crores. The said transfer is subject to necessary approval from HUDA and accordingly the consideration amount 
of Rs. 7.00 crores is being treated as advance.

4. The Company has proposed a scheme of Compromise & Arrangement with the Fixed Deposit holders and Secured Creditors of Escorts 
Finance Ltd. (EFL), under the provisions of Section 391 of the Companies Act, 1956. With a view to preserve its reputation and image and 
on request of Board of Directors of EFL, Escorts Ltd. (EL) proposes to grant under the Scheme liquidity options to all the fi xed deposit 
holders in the form of either Equity Shares or Fully Convertible Unsecured Debentures of EL equivalent to 75% of the Fixed Deposit value, 
as described in the Scheme. 

 The Shareholders, Secured Creditors and Unsecured Creditors of EL& Fixed Deposit holders  & Secured Creditors of EFL have already 
approved the Scheme with requisite majority at the Court Convened Meetings held for this purpose on 5th May, 2006 and 10th May, 2006 
respectively. 

 The petition made by the Company for the approval of the scheme is still pending before Hon’ble Delhi High Court and pending such 
approval Hon’ble Delhi High Court vide its order dated 5th December, 2007 and 16th July, 2008 has directed the Company to place equity 
shares of  Escorts Limited to the tune of Rs. 32.00 crores at the rate of Rs. 94 per equity share at the disposal of Hardship Committee 
appointed by Hon’ble Delhi High Court, to provide relief to the Fixed Deposit holders of EFL who are facing hardship. Consequentially, 
34,04,256 fully paid Equity Shares of Rs.10/- each have been allotted to members of above said Hardship Committee at the rate of Rs. 94/- 
per Equity Share.

5. As a part of consideration for sale of its Telecom Business during the period 2003-04 the Company was issued an Unsecured Subordinated 
Bond of Rs. 175.74 crores by Idea Cellular Limited (Idea). ‘Idea’ has a call option for early redemption of the Bond at a discount rate of 
10.50% per annum exercisable at any time and the Company has a put option in January 2010. 

 The Bond was assigned to Axis Bank to avail fi nancial assistance. The loan outstanding from Axis Bank as at 30th September, 2008 of 
Rs. 58.10 crores is further secured by pledge of 18,76,246 Equity Shares of Hughes Communication India Limited. On payment by ‘Idea’ to 
the Bank, the Company will receive any surplus after deducting dues to Bank on account of loan amount, and any outstanding interest/penal 
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SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 20 : NOTES ON CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT (Contd.)

interest and charges and contingent liabilities to the extent set off by ‘Idea’. The Bank has also retained a cash margin whose book value of 
Rs. 7.01 crore is included in ‘Fixed deposits with Scheduled Banks (pledged) in Schedule 7 ‘Current Assets’.

6. The Company has reserved issuance of  36,11,610 Equity Shares of Rs.10/- each for offering to eligible employees of the Company under 
Employees Stock Option Scheme (ESOS). In the previous year ended on 30th September, 2007, the Company had granted 3,87,000 options 
to its employees, in accordance with the guidelines issued by SEBI, out of which 59,000 options had been forfeited during the previous year 
and 72,000 options have been forfeited during the current year.

 During the current year, the Company has granted 1,12,500 options to its employees, in accordance with the guidelines issued by SEBI as 
per details given below:

Date of Grant No. of Options granted Exercise Price per Option (Rs.)

 15th October, 2007 10,000 85.00

 26th November, 2007 25,000 85.00

 20th March, 2008 42,500 83.50

 1st September, 2008 35,000 81.35

 The options may be exercised on the date of vesting and on specifi ed dates with in 2 years from the date of vesting.

7. Escorts Limited has revalued the freehold land as on 1st September, 2006. The revaluation was done by an independent external agency.  
The amount added on revaluation was Rs. 387.64 crores.

8. The Net Owned Funds of Escorts Automotive Limited (EAL) has fallen below the limits prescribed under the NBFC Regulations since the 
last six years.

9. Earnings per Share (EPS) 2007-08  2006-07

 (a) Profi t/(Loss) after tax attributable to the Company ( Rs. Crores ) (37.24) (5.51)

 (b)  Total number of Equity Shares 8,05,24,091 6,39,70,786

 (c) Basic and Diluted Earnings Per Share (Rupees) (4.62) (0.86)

10. Miscellaneous expenditure (to the extent not written off or adjusted) represents: (Rs. Crores)

 2007-08  2006-07 
(a) Development expenditure  0.73  2.28 

Less : Transferred to Intangibles –  0.64 

Less : Written off during the year  0.56  0.17  0.91  0.73 

( b ) Payments under Voluntary Retirement Scheme/Other Intangible  8.92  6.15 

Add : Additions during the year  3.25  7.09 

Less : Written off during the year  5.30  6.87  4.32  8.92 

 – 

(c) Upfront fees  6.58  8.32 

Add : Additions during the year  –  0.74 

Less : Written off during the year  2.47  4.11  2.48  6.58 

(d) Other Deferred Revenue Expenditure  0.38  0.41 

Less : Written off during the year  0.07  0.31  0.03  0.38 

Total  11.46  16.61 
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11. Proportionate share of joint ventures in the following line items is given below as there is no separate schedule attached.
(Rs. Crores)

2007-08 2006-07

Net Sales  0.48 0.18

Depreciation  1.29 1.50

Provision for Taxation:
       Current Taxation  0.56 0.71

       Deferred Taxation  0.06 (0.30)

Deferred Tax Assets  1.32 1.43

Investments  143.83 145.55

Miscellaneous Expenditure (to the extent not written off or adjusted)  0.21 0.25

Contingent Liability  47.50 42.94

SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 20 : NOTES ON CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT (Contd.)

12. Contingent Liability (Rs. Crores)

2007-08 2006-07

(i) Estimated amounts of  contracts remaining to be executed on capital account not provided for  27.76  14.70 

(ii) Claims not acknowledged as debts  0.72  1.44 

(iii) There is a contingent liability of:

(a)  Excise Duty demands not acknowledged as liability  59.25  53.40 

(b)  ESI additional demand not acknowledged as liability  3.87  17.97 

(c)  Sales tax/Income tax demand not acknowledged as liability  9.37  7.10 

(d)  Demand raised by Income Tax department ,disputed by Escorts Limited  and appeal has been fi led  20.72  56.31 

(e)  Pending Legal Cases - Personnel

                                     - Others

 3.43 
 19.16 

 2.65 

 14.41 

(f)   Faridabad Municipal Corporation
      (litigation against  demand for external development charges)  2.38  2.38 

(g)  Bills discounted with Banks/fi nancial Institutions  13.63  70.56 

(h)  Guarantees given to banks under Channel Finance Program  27.90  27.67 

(i)   Guarantees given on behalf of Escorts Construction Equipment Limited #  –  49.56 

(j)   Demand raised by Department of Telecommunication (DOT)  7.31 –

(k)  Market value of shares pledged for loans taken by joint venture/associate and other companies.  23.11  25.65 

(l)  Gurantees executed in favour of customs/excise Authorities  6.05  5.34 

(m) Gurantees (Financial and performance) to banks and fi nancial Institutions  31.57  24.10 

# The value of facilities actually utilised against these guarantees were :  – 37.59
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Net Deferred Tax Liability (Rs. Crores)

Particulars Deferred Tax 
Assets/(Liabilities) 

as at 01.10.2007

Adjustment Credit/(charge) 
During the 

period

Deferred Tax 
Assets/(Liabilities) 

as at 30.09.2008

Accumulated Losses  0.33  –  –  0.33 
Depreciation  64.26  –  (1.01)  63.25 
Sales Tax Deposit  0.01  –  –  0.01 
Deferred Revenue Expenditure  (0.80)  –  3.82  3.02 
Disallowance u/s 43B  4.70  –  –  4.70 
Provision for Doubtful Debts/Loans/Advances  81.10  –  –  81.10 
Other Provisions  (3.90)  –  –  (3.90)
Total  145.70  –  2.81  148.51 

Deferred Tax Assets/(Liabilities) as at 30.09.2008  95.03  0.04  (46.48)  48.51 

14.  Escorts Agri Machinery Inc. USA, (EAMI) a wholly owned subsidiary, whose fi nancial statements refl ect total assets of Rs. 406.20 crores 
(US$ 86.79 million, converted at 1US$ = Rs. 46.965 excluding Fixed Assets) as at 30th September, 2008 and the total revenues of Rs. 149.99 
crores (US$ 34.55 million, converted at 1US$ = Rs. 43.405) for the year then ended has been considered in the preparation of consolidated 
fi nancial statements on the basis of unaudited fi nancial statements and other information upto 30th September, 2008. 

15.  Accounting for Leases (AS-19). Details as per Annexure - I.

16.  Previous year fi gures are regrouped/rearranged wherever necessary.

As per our audit report attached
 for S. N. DHAWAN & CO.
 Chartered Accountants

 VIJAY DHAWAN
Place :  New Delhi Partner
Dated :  27th December, 2008 M. No. 12565

RAJAN NANDA DR. P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 
S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer

SCHEDULES 1-20 FORMING PART OF THE CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT
SCHEDULE 20 : NOTES ON CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT (Contd.)

13. Net Deferred Tax Assets/(Liabilities) as at 30th September, 2008 comprises of the following :

Net Deferred Tax Asset (Rs. Crores)

Particulars Deferred Tax 
Assets/(Liabilities) 

as at 01.10.2007

Adjustment Credit/(charge) 
During the 

period

Deferred Tax 
Assets/(Liabilities) 

as at 30.09.2008

Accumulated Losses  62.66  –  (27.89)  34.77 
Depreciation  0.22  0.02  0.07  0.27 
Unabsorbed Depreciation  5.39  –  –  5.39 
Deferred Revenue Expenditure  0.15  –  0.04  0.19 
Disallowance u/s 43B  28.82  –  7.97  36.79 
Provision for Doubtful Debts/Loans/Advances  128.39  0.02  (25.89)  102.48 
Other Provisions  0.57  –  0.04  0.61 
Provision For Dimunition of Value of Investments  14.53  –  1.99  16.52 
Total  240.73  0.04  (43.67)  197.02 
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SCHEDULE 20 : NOTES ON CONSOLIDATED BALANCE SHEET AND PROFIT AND LOSS ACCOUNT (Contd.)
DISCLOSURE UNDER ACCOUNTING STANDARD-19 (LEASES) ANNEXURE 1

In respect of ‘Finance Lease’ arrangements for the period 2007-08 (Rs. Crores)

Vehicles Computers & 
Peripherals

Assets under fi nance lease :
Opening Original Cost of assets 1.30  2.00 

           (0.78)  (1.35)
Additions under fi nance lease –  0.83 

(0.96)  (0.65)
Deletion during the period 0.11  –

 (0.45)  – 
Closing Original Cost  1.18  2.83 

(1.30) (2.00)
Cumulative Depreciation 0.54  1.38 

(0.33)  (0.74)
Net carrying value as on 30th September, 2008  0.65  1.46 

(0.97) (1.26)

NOTE : 3 Machines amounting to Rs. 4.09 crores have been taken on lease during the fi nancial year 2007-08. These are not yet installed and 
hence standing in Capital work-in-progress.

The details of Minimum Lease Payments outstanding as on 30th September, 2008 and present value thereof are as under: (Rs. Crores)

Minimum 
Lease payments 

outstanding

Present Value of 
minimum lease 

payments outstanding

Future interest on 
outstanding lease 

payments
2007-08 2006-07 2007-08 2006-07 2007-08 2006-07

– Total amount due 6.87  2.54 5.49  2.30 1.38  0.24 

– Due within one year 2.51  1.25 1.94  1.07 0.57  0.18 

– Due later than one year and not later than fi ve years 4.35  1.30 3.55  1.23 0.80  0.07 

Assets taken on Operating Cancellable leases
The total lease payments recognised in Profit and loss account for the year ended 30th September, 2008 is Rs. 0.45 crore (Previous 
Year–Rs. 0.44 crores)

Assets taken under Non Cancellable Operating leases (Rs. Crores)
2007-08 2006-07

– Due within one year 0.02  0.02 
– Due later  than one year and not later than fi ve years 0.01  0.03 
– Due Later than fi ve years  –  – 

In respect of  ‘Finance Lease’ arrangements for the period 2007-08 (Rs. Crores)
2007-08 2006-07

a) Gross Carrying amount 0.28 0.32 
b) Accumulated Depreciation 0.17 0.22 
c) Accumulated Impaired Losses 0.00 0.00 
d) Depreciation provided during the year 0.05 0.04 

Where the Company is the Lessor
Assets subject to operating leases are included in fi xed assets. Lease income is recognised in the Profi t and Loss Account with reference to lease 
terms. Costs, including depreciation are recognised as an expense in the Profi t and Loss Account.
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CONSOLIDATED CASH FLOW STATEMENT

Year ended
30.09.2008
Rs. Crores

Year ended
30.09.2007
Rs. Crores

A. CASH FLOW FROM OPERATING ACTIVITIES 

Net Profi t before tax (11.58)  (3.44)

Adjustments for : 

Depreciation 50.77  53.31 

Misc. Exp./Assets Write off/Provisions/Adjustments 33.04  18.03 

Interest Expense 87.54  96.59 

Surplus on sale of assets (net) (4.83)  (0.12)

Surplus on sale of investments (0.44)  (1.35)

Dividend Income (0.12)  (1.49)

Interest Income (24.93)  (22.74)

Prior Period Adjustment (26.35) –

Operating Profi t before working capital changes 103.10  138.79 

Adjustments for : 

Trade and other Receivables (100.08)  (143.07)

Inventories (71.63)  (26.57)

Trade Payables & Provisions 154.67  (132.73)

Miscellaneous Expenses (3.25)  (7.82)

Escrow Account 20.09  – 

Cash Generated from Operations 102.90 (171.40)

Direct Taxes Paid (net of refunds received) 19.05  24.88 

Net Cash Flow from Operating Activities 83.85 (196.28)

B. CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Fixed Assets (101.96)  (60.40)

Sale of Fixed Assets 19.36  16.64 

Purchase of Investments (3.29)  2.51 

Interest Received 15.44  25.51 

Dividend Received 0.12  1.49 

Short term/Fixed deposits with Banks 13.97  (10.12)

Movement in Loans & Advances (39.13)  (41.85)

Net Cash used in Investing Activities (95.49)  (66.22)
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Year ended
30.09.2008
Rs. Crores

Year ended
30.09.2007
Rs. Crores

C. CASH FLOW USED IN FINANCING ACTIVITIES 

Proceeds from Issue of Share Capital 72.53  114.45 

Proceeds from Issue of shares to Minorities (5.07)  30.14 

Proceeds from Issue of Debentures 10.00  94.84 

Proceeds from Long Term Borrowings  –  – 

Less: Repayment of Long Term Borrowings (45.50) (126.03)

Payment of Dividend & Dividend Tax  (1.75)  – 

Net Proceeds from Short Term Borrowings 40.51  141.32 

Interest Paid (89.32)  (27.02)

Net Cash used in Financing Activities (18.60) 227.70 

Net Increase/(Decrease) in Cash and Cash equivalents (30.24) (34.80)

Cash and Cash equivalents as at 01.10.2007 78.86  113.66 

Cash and Cash equivalents as at 30.09.2008 48.62  78.86 

NOTES : 
 1. Cash and Cash equivalents include Cash-in-hand, Demand Deposits with Banks and Short term highly liquid investments. 
 2. Previous years’ fi gures have been regrouped/rearranged wherever necessary.
 3. Figures in bracket shows Cash Outfl ow.

CONSOLIDATED CASH FLOW STATEMENT (Contd.)

As per our audit report attached
 for S. N. DHAWAN & CO.
 Chartered Accountants

 VIJAY DHAWAN
Place :  New Delhi Partner
Dated :  27th December, 2008 M. No. 12565

RAJAN NANDA DR. P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 

S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer
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STATEMENT REGARDING SUBSIDIARY COMPANIES PURSUANT TO SECTION 212 OF THE COMPANIES ACT, 1956

Sr. 
No

Name of the Company Share Capital Reserves & 
Surplus

Total Assets

Total Fixed 
Assets

Total 
Investments

Total Current 
Assets

Deferred 
Tax Assets

Misc. 
Expenditure

1  Escorts Asset Management Limited  1,10,000.00  13,881.32  2,742.08  31,573.63  98,431.23 –  945.64 

2  Cellnext Solutions Limited  2,10,703.30 –  14,388.92 –  79,435.97 – –

3  Escorts Construction Equipment Limited  7,10,000.00  3,58,654.85  5,71,971.33  1,05,389.64  2,503,768.21 –  1,651.20 

4  Escorts Securities Limited  62,000.00  38,536.25  13,208.01  3,633.45  4,67,278.75  543.89 –

5  Farmtrac Tractors Europe Sp. z.o.o*  19,734.59  13,958.02  49,642.96 –  7,82,595.46 – –

(1 PLN = Rs. 19.80 INR)

6  Escorts Automotives Limited  1,00,000.00  1,426.62  3,669.87  18,455.52  8,59,559.80 – –

7  Escorts Agri Machinery Inc.  4,52,591.80 – –  3,48,066.30  17,987.08 – –

(1 US$ = 46.965)

8  Beaver Creek Holdings LLC (USA)  (24,934.56)^ – –  45,319.58  244.22 – –

(1 US$ = 46.965)

9  Farmtrac North America, LLC  (12,35,790.05)^ –  2,79,037.85 –  30,46,437.84 – –

(1 US$ = 46.965)

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 Corporate Affairs. The said annual accounts and the  related detailed information will be made available to the 
holding and subsidiary Companies’ investor seeking such information, at any point of time (during the business hours).The annual accounts of the 
subsidiary companies will also be kept for inspection by any investor at the head offi ce of the Company/subsidiary companies.

2. * Figures are for nine months’ period ended 30th September, 2008.

3. ^ The above fi gures are net of Reserve & Surplus as per US GAAP.
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Total Liabilities
Details of 

Investments
other 
than

Subsidiaries

Turnover Profi t 
before 

Tax

Provision 
for Tax

Profi t 
after 
Tax

Proposed 
Dividend

Pre-operative 
Exp. Pending 

Allocation

Profi t & 
Loss

Total Loans Deferred 
Tax 

Liability

Current 
Liability & 
Provisions

– – –  94.48  9,716.78  11,875.63  18,677.05  1,449.89  236.40  1,213.49 –

–  2,12,008.91  28,961.73 –  66,168.77 –  88,783.97  (29,300.02)  4,028.78  (33,328.80) –

– –  7,74,283.29  3,517.20  13,36,325.04  1,05,389.64  53,65,791.08  3,90,495.64  1,28,876.71  2,61,618.92  17,538.03 

– –  53,434.00 –  330,693.84  3,633.45  79,619.67  19,080.43  7,051.23  12,029.20 –

– – –  6,457.99  792,087.83 –  846,369.79  5,653.06  (1,680.38)  7,333.45 –

–  3,33,590.29  10,71,052.43 –  42,796.44  18,455.52  1,015.46  (6,478.19)  (410.00)  (6,888.19) –

– (1,24,498.95) – –  37,956.46 – –  (3.43) –  (3.43) –

– –  67,683.14 –  2,811.32 – –  (88.34) –  (88.34) –

– –  26,69,152.45 –  18,92,106.34 –  5,23,624.39 (5,35,629.95) – (5,35,629.95) –

(Rs. `000)

RAJAN NANDA DR.P. S. PRITAM  DR. S. A. DAVE DR. M. G. K. MENON
Chairman and Director Director Director
Managing Director
 

S. C. BHARGAVA  G. B. MATHUR R. K. BUDHIRAJA
Director  Exec. Vice-President - Law & Exec. Vice-President & 
 Company Secretary Group Chief Financial Offi cer

Place :  New Delhi
Dated :  December 27, 2008
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