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CHAIRMAN'S STATEMENT

Gentlemen,

The year 2006-07 was a significant year for the Company during which it scaled new heights in terms of turnover
and profitability. This was possible thanks to the strong support from the DAE and also as a result of certain
internal initiatives taken by the company to accelerate the growth, particularly in the second half of the year.

The company recorded a turnover of Rs. 1005 crore in the year under review, a growth of 44% over the previous
year. The Profit Before Tax rose by 270% to the best ever figure of Rs. 192.5 rore.

The notable achievements in the year include C&l packages for Kaiga 3&4 plants, Kaiga-3 attained criticality,
C&l equipment for PFBR, control instrumentation for B1-B2 project. Other significant supplies include radio
communication products to Defence, equipment for Divya Drishti project of MoD, C#l system to BrahMos Aerospace,
32-meter Deep Space Network Antenna system for Chandrayaan project of Dept. of Space and 1.5 lakhs of
EVMs to Central and State Election Commissions in a record period.

Sector-wise analysis indicates that, Defence continued its dominance with 36% of Net Sales. Supplies to the DAE
and its units were at 19% and Dept. of Space accounted for 5%. The balance was shared between Election
Commission, Security, Telecom and various other user departments.

Antenna Platform for LCA-MMR jointly developed by BARC and ECIL for Aeronautical Development Agency
(ADA), matured into significant business orders.

As part of e-governance initiative, the Company is executing a project for issue of Multi-purpose National Identity
Cards for Registrar General of India along with BEL and ITI signifying successful co-working between PSUs.

The satisfactory performance of the Company also enhanced the MoU rating to ‘Excellent’ for the year from
‘Good’ during the two previous years.

Outlook for 2007-08 and beyond

With an opening executable order book of Rs.665 crore and strong leads in areas of our core competency, the
Company is confident of registering higher levels of performance in 2007-08.

The Company is poised to grow with a quantum jump, with the working targets minimum double to those MoU
targets during financial year beginning with 2008-09 for entire 11" plan.

The upcoming business opportunities because of Defence Offset Policy of the Government are very relevant to
the Company and partnering strategies are in place. In order to sustain the growth and achieve quantum jump in
the coming years, along with business it is vital to focus on the dynamic parameters of performance. Towards this,
| have taken several initiatives in aspects like succession planning, knowledge management, corporate engineering,
technology development, business associations and industry-academia cooperation.

In addition to the present plan of meeting the requirements of strategic sectors, viz. Atomic Energy, Defence,
Space, Science & Technology, Security, the Company is also aiming to discharge its social responsibilities concurrent
with business, by identifying new lines like Digital Radiology and Tele Radiology, which will provide cost effective
health care connectivity to rural India.

Before | move the Directors’ Report, Balance Sheet as on 31.03.2007 and Profit & Loss Account for consideration,
approval and adoption, | take this opportunity to thank every Member, employee and well-wisher of the Company,
who have contributed to this perfformance.

K S RAJASEKHARA RAO
CHAIRMAN & MANAGING DIRECTOR
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DIRECTORS' REPORT

To
The Shareholders of

Electronics Corporation of India Limited

Gentlemen,

Directors of ECIL have pleasure in presenting herewith
the 40" Annual Report of your Company, together
with the audited statement of accounts for the year

ended 31 March, 2007.
OPERATING RESULTS AT A GLANCE

(Rs. Crore)
Particulars 2006-07 2005-06
Turnover 1006 700
Production at realisable value 912 654
Profit Before Tax 193 52
Profit After Tax 128 42
Net worth 464 363
Capital employed 447 349
Value added 437 264

SHARE CAPITAL & UNSECURED LOANS

The authorised share capital of the Company remained
unchanged at Rs.200 crore. The called up and paid
up share capital as on 31.03.2007 stood at Rs.154.88
crore. During the year, a budgetary support of Rs.8.49
crore has been received from DAE in the form of
equity for implementation of capital scheme. The same
has been shown as “share money pending allotment”.
The shares have been subsequently allotted with the
approval of the Board in its 217" meeting held on
15.05.2007. No loans were taken from Government
during the year.

DIVIDEND

The Directors are pleased to recommend a dividend
@ Rs.200 per share of Rs.1000 each for the year
2006-07.

NEW PRODUCTS INTRODUCED
New Products intfroduced in 2006-2007:

1. Displacement monitoring system for rotating
machine

Linear Variable Differential Transformer (LVDT)
Power Demand Servo System

Pocket Dosimeter with Alarm

Bulk Encryption unit with G703 and V35 Interfaces

ok LN
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CONSERVATION OF ENERGY, TECHNO-
LOGY ABSORPTION AND FOREIGN
EXCHANGE EARNINGS AND OUTGO

Particulars of conservation of energy, technology
absorption and foreign exchange earnings and outgo
as required under the Companies (Disclosure of
particulars in the Report of Board of Directors) Rules,
1988 are given in Annexure-l to this report.

HUMAN RESOURCES:

Staff strength

During the year a total of 123 persons were recruited
(General-61, OBC-27, SC-27, ST-08 including PH —
01). 231 employees including 112 under VR Scheme
were separated during the year. Reckoning other
cessations the manpower as on 31.03.2007 stood at
4844 and group-wise details are: Group — A 1780,
Group — B 1408, Group — C 1276, Group — D
409 and D1 (Sweeper) 116.

The number of SC employees and their percentages
to the total number of employees in different groups
are Group - A 194 (10.89%), Group - B 264
(18.74%), Group - C 98 (7.68%), Group - D 93
(22.73%), excluding Sweepers Group - D1 43
(37.06%). The ST employees and their percentages
Group-wise are Group - A 14 (0.78%), Group - B 83
(5.89%), Group - C 28 (2.19%), Group - D 14
(3.42%) Group - D1 (Sweepers) 2 (1.72%).

EMPLOYEE RELATIONS:

Industrial Relations situation

The Company continued to have harmonious
employee-employer relationship during 2006-07 with
the active co-operation of the Employees’ Union and
the Officers’ Association.

In pursuance of the decision taken by the Co-
ordination Committee of Public Sector Trade Unions,
the ECIL Employees’ Union submitted a charter of
demands on wage revision & other allowances which
are due from 01.01.2007, on 30.06.2006 to the
Management.  The Performance Incentive Schemes
applicable to workmen and executives were revised
effective from 01.04.2004 in terms of approval
accorded by Board and in terms of the Memorandum
of Settlement entered into with ECEU on 21.09.2006
and an Understanding reached with ECOA on
22.09.2006. In terms of the said Schemes, apart
from quarterly annual incentive payable based on
performance achieved, the employees are also entitled

>
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for profit sharing incentive of 4% on Profit After Tax
(PAT) equally.

In pursuance of the decision taken by CPSTUs, the
ECIL Employees’ Union went on strike on 14.12.2006
in protest against the policies of the Govt. on PSUs,
conditions in Govt. guidelines on forthcoming wage
revision and pending promotion policy in ECIL. On
account of the said strike, 4104 man days were lost
during the Il quarter.

Welfare Activities

Health, Safety and Welfare measures as per the statute,
as also a number of non-statutory measures for the
well-being of all employees of the Company were
provided generously by the Management.  The
statutory benefits were ensured to contract labour. 39
children of workmen were provided with merit
scholarships.  Programmes were conducted for 45
workmen under the scheme of Workers’” Education. 9
workmen, including 5 women, were sponsored to
Training of Trainers Course at the Workers” Education
Regional Centre, Hyderabad. Families of 25 employees
who expired were paid insurance amount of Rs.1 lakh
each in addition to an amount of Rs.10,000 by
Management under the Group Savings Linked
Insurance Cum Retirement Benefit Scheme. Employees
who have superannuated or resigned were also
provided with amounts varying on the number of years
of service up to a maximum of Rs. 40,000 each.

Various social security schemes were extended to the
employees viz,. Janata Insurance Policy and Group
Personal Accident Policy for the employees who
proceed on official tours.  As per the scheme of
promoting small family norms, 12 employees
underwent Tubectomy / Vasectomy operation were
provided with one increment for entire service in the
form of Personal Pay. ECIL Employees Welfare Fund
Committee, which is a joint forum, organised various
sports and cultural events including Inter-DAE
tournaments, and also provided small amount loans
to the members as financial assistance on recoverable
basis. ECIL Employees Credit Co-op. Society with
membership of over 3000 employees and a turn over
of Rs.12 crore has been providing regular and
emergency loans to its members. ECIL Employees
Consumer Co-op. Society with over 4500 members
arranged sale of provisions and also loans for
purchase of house hold articles, vehicles etc. During
the celebration of National Events, the children of
employees were encouraged to display their talents
through cultural programmes.
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TRAINING & DEVELOPMENT:
In-house Training

During the year 2006 —07, Corporate Learning Centre
had organised a fotal of 63 - 51 on Technical and 12
on Management Development - in-house programmes
by eminent faculty drawn from reputed institutions.

2408 employees (1596 Executives and 812 Workmen)
participated in the training programmes resulting in
10,532 man days of training at an expenditure of
Rs.10,74,744.

During the year emphasis was given on Knowledge
Management, Enhancing Managerial Competencies
and improving Technical Knowledge and Skills through
specifically designed programmes. Emphasis was laid
on inculcating and sustaining Performing Culture
through Programmes organized on Attitude
Development for employees at Workmen level and
Junior Executives.

External Training including Foreign Training

During the year 2006-07, 183 employees were
sponsored for participation in the training programmes
organized by various reputed training organisations
on themes of Technology Development, enhancing
Technical Skills and Management Development, at an
expenditure of Rs. 9,67,698.

IMPLEMENTATION OF PERSONS WITH
DISABILITIES ACT, 1995

During the year, 2 Graduate Engineer Trainees with
OH disability were recruited.

AWARDS

Shri Mohammed Dastagir, Artisan C working in 1SD
who is a dumb & deaf was conferred ‘Shram Shree
Award’ under the Prime Minister’s Awards Scheme for
the year 2004 in recognition of his outstanding
contribution towards production. The employee
received the award on 27.04.2007 from the Prime
Minister of India in a function held at New Delhi.

PROGRESSIVE USE OF HINDI

During the year under review, the Corporation has
taken effective steps to propagate progressive use of
Hindi, as follows:

ECIL website was hosted in Hindi. The Pledges on
“Anti Terrorism Day”, “Vigilance Day”, “Safety Day”
were administered to employees both in Hindi and
English. C&MD participated in the Joint Hindi Advisory
Committee meeting held at New Delhi on 21.04.2006.
SM(OL) conducted a session for Graduate Engineer
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Trainees on implementation of Official Language as
part of Induction Programme. A paper was presented
by Deputy General Manager (Public Relations) in Hindi
at a Seminar organised by BDL on “Right to
Information Act”. “Rajbhasha Week” was celebrated
from 14 to 20.09.2006. ECIL was awarded with
“Rajbhasha Shield” for the year 2005-06 for excellent
performance in implementation of OL at a conference
held at BARC, Mumbai on 26.10.2006. Shri R R
Pandalai, Director(P) and Chairman, OLIC received
the shield from Dr. Anil Kakodkar, Chairman, Atomic
Energy Commission and Secretary, DAE.  Drafting/
Evidence Sub-committee of Committee of Parlioment
on Official Language visited Hyderabad on
02.01.2007. The first Sub-committee of Committee
of Parliament on Official Language inspected Zonal

Office (North) on 05.02.2007.

QUALITY MANAGEMENT

ISO 14001:2004 Certification was achieved for the
Environmental Management System for a period of 3
years.

During the year, the pace of ISO 90001:2000 QMS
activity was maintained. 7 divisions obtained re-
certification and 4 divisions maintained certification.
ISO Certification process regarding Supervisory Control
& Data Acquisition Division(SCADA) was integrated
infto CAG.

ECIL observed November 2006 as Quality Month.
Systems & Quality Assurance Group (SQAG) arranged
7 talks by eminent persons from Defence, Nuclear
and Space fields. Vendor Meet, and Refresher Training
for Internal Auditors were organised.

Calibration & Measurement Laboratory of SQAG
underwent Surveillance Audit by NABL in October
2006. Up to September 2007 continuation of
accreditation was recommended.

Environmental Testing Capability was enhanced by
adding one new rapid temperature cycle chamber in
SQAG (with -72° C + 180° C temperature @ 15° C
per minute and humidity of 25% to 95%).

JOINT VENTURE COMPANY

During the year 2006-07, ECIL- Rapiscan Lid., the JV
Company achieved a turnover of Rs.36.4 crore and
a Profit After Tax of Rs.3.4 crore. The sales and services
relate mainly to X-ray Baggage Inspection Systems,
manufactured by ECIL with technology provided by
Rapiscan Systems.

This performance indicates a growth of 18% over the
previous year in respect of turnover along with a 4%
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rise in PAT. The Company was able to marginally
enhance the profitability despite stiff international
competition for its products. The Service Income earned
by the Company during the year was around 30% of
the turnover.

In order to bring customer satisfaction into focus and
also to enhance the order book, the marketing and
maintenance set ups have been reorganised. The
income from maintenance contracts is likely to go up
with JNPT X-ray cargo system also coming into AMC.
The Company has set a target of Rs.40 crore for the
year 2007-08 and is confident of achieving the same
by the existing products and also suitably diversifying
into new areas.

SMALL SCALE UNITS

During the year, orders to the tune of Rs.12.81 crore
were placed on 271 small scale units.

CORPORATE GOVERNANCE

A report is given as Annexure-ll.

AUDIT

M/s. Satyanarayana & Co., Chartered Accountants
were appointed as Statutory Auditors of the Company
for the year 2006-07. The Company’s replies to the
Statutory Auditors” qualifications/reservations on the
Accounts of the Company for the year ended
31.03.2007 are furnished in Annexure-lll to this report.

Review by the C&AG along with Company’s replies is
given in Annexure-|V.

VIGILANCE

An annual action plan was prepared for the year
2006-07. The Corporate Vigilance department has
also initiated Project Inspections during the current
year.

A Vigilance Awareness training programme was
conducted for the employees on 20.10.2006.

Vigilance Awareness Week was celebrated from 06 to
11.11.2006. Competitions in poetry writing on
‘Morality in Public Life and Ethics’ and Elocution on
‘Strategies to combat corruption” were conducted in
English, Hindi and Telugu. Prizes were distributed.
Vigilance related news was circulated to employees
through a quarterly vigilance newsletter.

DIRECTORS

Shri G P Srivastava ceased to be Chairman &
Managing Director from 29.09.2006. Lt. Gen.
Davinder Kumar, PVSM, VSM and Bar, ADC on
retirement ceased to be Director from 30.09.2006.
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Shri A Murugesan ceased to be Director (Finance)
from 11.10.2006. Shri Rahul Asthana ceased to be
Director from 26.03.2007. Shri R R Pandalai ceased
to be Director (Personnel) on retirement from

31.03.2007.

Shri K'S Rajasekhara Rao was appointed as Chairman
& Managing Director from 29.09.2006. Shri
Rajasekhara Rao was also given the additional charge
of Director (Finance) from 11.10.2006. Dr. B N
Suresh, Dr. M J Zarabi and Lt. Gen. S P Sree Kumar,
AVSM were appointed as Directors from 11.07.2006,
19.10.2006 and 06.12.2006 respectively.

DIRECTORS’ RESPONSIBILITY STATEMENT

As required u/s 217(2AA) of the Companies Act, 1956
with respect to Directors’ Responsibility Statement, the
Directors confirm:

(a) that in preparation of accounts for the financial
year ended 31¢ March, 2007, the applicable
Accounting Standards have been followed
excepting a few minor deviations due to practical
constraints, which have been disclosed in the

notes forming part of the Accounts as per Sec.
211(3)(B) of the Companies Act, 1956;

(b) that the Directors have selected the accounting
policies, applied them consistently and made
judgments and estimates that were reasonable
and prudent so as to give a true and fair view of
the state of affairs of the Company as on
31.03.2007 and of the profit of the Company
for the year ended on that date;

(c) that the Directors have taken proper and
sufficient care for the maintenance of adequate
accounting records in accordance with the
provisions of Companies Act, 1956 for
safeguarding the assets of the Company and for
preventing and detecting fraud and other
irregularities; and
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(d) that the Directors have prepared the Accounts
for the financial year ended 31 March, 2007
on a ‘going concern’ basis.
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ANNEXURE-I TO DIRECTORS’ REPORT TO SHAREHOLDERS

Particulars of conservation of energy,
technology absorption and foreign exchange
earnings and outgo as required under the
Companies (Disclosure of particulars in the
Report of Board of Directors) Rules, 1988.

A. Conservation of Energy:

a)

b)

Energy conservation measures taken:

Energy conservation is a continuous and
on-going activity and some of the steps
taken in this direction are as follows:

i) Preventive maintenance of the following
sub-station equipments were carried out
to minimize the power losses in the HT
& LT distribution system:

e Overhauling of 7 Nos. of 11 KV/
415V, 500 KVA and 1 No. of 11
KV/415 V, 1000 KVA distribution
transformers, by changing the oil
and filtration with new oil.

e Preventive maintenance of 11 KV
BOCBs (changing the oil) and LT
breakers.

e Qil filtration of 2 Nos. of 33 KV/11
KV power transformers.

e Preventive maintenance of 11 KV
OLU/HFU units in all the sub-stations
including change of power oil.

e Preventive maintenance and testing
of relays to ensure the tripping of
the breakers in case of faults.

i)  Display of Energy Conservation posters
in all the production divisions on
lighting, pumps, compressors and A/C
plants.

i) Bringing awareness among employees
of production divisions by conducting
audit reviews of ISO 14001
Environmental Management System.

iv)  Solar water heating system maintenance
is carried out periodically for better
performance of the system.

Additional investments and proposals,
if any, being implemented for reduction
in consumption of energy:

i) Energy meters will be installed at the
critical areas for better monitoring.
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d)

i)  Overhauling of balance 5 Nos. of 11
KV/415 V, 500 KVA distribution

transformers.

Impact of the measurers at (a) & (b)
above for reduction of energy
consumption and consequent impact
on the production cost of goods:

Annual energy consumption has gone up
by 1,10,495 KWH units compared to the
previous year, due to change in production
line and increase in production activity.

Total energy consumption and energy
consumption per unit of production as
per Form A in respect of industries
specified in the Schedule thereto:

Not applicable.

Technology absorption

Efforts made in technology absorption as per
Form B)

Form - B

Research & Development (R&D)

1.

Specific areas in which R&D is carried out:

a)

O

)

0O

o

)
)
)

)

—
=

1.2 Single Axis Tracking Antenna System for
UAV

4M KU band mobile antenna

2 axis tracking antenna

Linear Variable Differential Transformer
Pocket Dosimeter with Alarm

Multi channel Pre-amplifier, Custom High
Voltage diode array and Resistor Network
for Torpedo project of NSTL

Speech Secrecy Equipment for Airborne
application

Phone Patch Equipment for HF links
Enhancement to distributed Token Bus based
PLC system

Migrating of SCADA s/w from Tru 64 Unix
to HP-UX

Making ground work for Object Linking and
Embedding software for Process Control
New model of Electronic Voting Machine
for Election Commission of India

RFID based door lock reader system for
BARC
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Encryption modules for handheld two way
radios, CDMA and FAX

Time and attendance recording system with
RFID based reader and biometric
authentication

Integrated Multipurpose National Identity
Card (MNIC)

National Dose Registry

Mobile Voter ID card system

Digital Radio

Finger print based identification system for
Nigeria

2. Benefitsderived asa result of the above R&D:

a)

The development of Single axis antenna is
a fore runner for establishing data links for
the UAV application

The Development of 4M mobile antenna
has lead to self sufficiency in high speed
data dissemination terminals for mobile
application

V/UHF Digital Radio will replace 3060
system for Navy and this futuristic radio will
be having more than 10 years life

By developing Airborne housing and
interfaces for Speech Secrecy Equipment,
supply order worth Rs. 20 Crores from DNAS
is expected for fitment on different varieties
of Naval Aircrafts

Development of Phone Patch Equipment
being supplied to Indian Air Force along
with 100 W HFTxRX TR2400 is import
substitute product that saved US$150,000

The enhancement to Distributed Token Bus
based PLC system has helped in securing
orders worth Rs. 14.9 Crores from NPCIL

An order for MJPL SCADA of IOCL (Rs. 3.5
Crore) based on SCADA s/w development

The development of New Model of EVM
has resulted in  production of 1.13 lakh
machines for Election Commission of India
valued at Rs. 98 Crores

The RFID based door lock reader system is
designed by BARC and ECIL. ECIL has
produced and supplied 150 Units to BARC
worth Rs 24 Lakhs
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Handheld Encrypted radios worth Rs.4 Crore
were supplied to Army

Time and Atftendance Recording system for

IGCAR worth Rs. 90 Lakhs was supplied

Order received from NTRO for 45 Nos. of
BBU

32 M Antenna for Chandrayan supplied to
ISTRAC

Future plan of action:

Dual Axis Tracking Antenna System for UAV

Air Borne and Ship Borne Stabilization
Platforms

Development of DDCs for 700MW nuclear
power plant

S/W Engineering tools to facilitate V&V
Firmware for Controllers

I[EC-61131 Compliant PLC
OPC compliance for EC SCADA

Radiation monitors with IEC & MIL standard
461 compliance

IP Encryption system
Digital X-ray system
Fiber Optic Gyro

Expenditure on R&D:

(Rs. Crore)

i)  Capital 1.53

i) Recurring 37.29

iii)  Total 38.82
iv)  Total R&D expenditure as

percentage of total turnover ...  3.86%

Technology absorption, adaptation and
innovation

1.

Efforts in brief made towards technology
absorption, adaptation and Innovation:

a)

32M DSN Antenna has been successfully
indigenized and proof assembled and
dispatched to site.
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b)  Very high Speed Data Dissemination Network
for almost near Real Time Data Transfer has
been successfully implemented for both static
and mobile ropes.

c) X Band Feed system for tracking low earth
orbit satellites has been successfully
developed and delivered to Department Of
Space.

d)  After successful completion of flight trials for
BrahMos Missile with C* development
systems supplied by ECIL an order for supply
of one Sub Group consisting of 2 Nos. MCPs

and 5 Nos. MALs valued at Rs.51.17 Crore
has been received.

e) The Flight Data Processor Systems (FDPS)
were installed successfully at Hyderabad and
Mangalore Airports.

f)  Digital Signal Processing techniques and
FPGA devices are extensively used in the
design of V/UHF Digital Radio. With this
State-Of-Art design, various wave forms can
be loaded into the radio without major
hardware changes. This feature makes the
radio easily upgraded and re-configurable
for multi-role and multi-mode operations.

g) Technology absorbed and innovated in
“Enterprise Information Security”involving
Firewall Technologies, Intrusion Detection/
Intrusion Prevention, Content Filtering,
Hatway / Desktop Antivirus Solutions, Public
Key Infrastructure (PKI) for confidentiality etc.

Benefits derived as a result of the above
efforts, e.g. product improvement, Cost
reduction, import substitution etc.

a) ECIL is actively involved in the development
of various energy management systems like
Single Phase Electronic Energy Meter, Three
Phase Electronic Energy Meter, Trivector
Meter, Automatic Power Factor Controller
(APFC) and Automatic Meter Reading (AMR)
Meters.

b) ECIL has done business of Rs.4.5 Crore in

AMR Meter for export purpose through
M/s WINAMR, Hyderabad.

c) R&D on the communication front will help
ECIL in the induction of new radio family in
HF/V/UHF frequency ranges with over Rs.
100 Crore production value over a period
of 5 years from 2007-08 onwards.

d) “Enterprise Information Security” project has
resulted in improvement in ECIUs ability to
architect security solutions for mid-aged
enterprises.

In case of imported technology (imported
during the last 5 years reckoned from
beginning of the financial year) NIL

Foreign exchange earnings and outgo:

Activities relating to exports; initiatives
taken to increase exports; development of
new export markets for products and
services and export plans:

During the year 2006-07, the Company exported
(including third party) Rs.6.29 crore worth of its
products, which include Safe Arm Devices to
South Africa, SCR Switches to USA, Synchros to
Russia, Electronic Voting Machines to Bhutan &
Nizeria.

We proposed to promote our products like EVMs,
Farmer Information Systems, Instrumentations and
other software to developing countries in Africa
and Asia.

Total foreign exchange used and earned

(Rs. crore)

2006-07 2005-06

Foreign exchange used 199.69 173.40

Foreign exchange earned 5.91 0.42

For and on behalf of the Board of Directors

K S Rajasekhara Rao
Chairman & Managing Director

S ——

Energy Meters supplied to Meghalaya State  Hyderabad
Electricity Board and about Rs.28 Lakhs of 26.09.2007
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ANNEXURE-II TO DIRECTORS’ REPORT TO SHAREHOLDERS

Corporate Governance

The Company continued to take several measures to
enhance the openness and transparency of all its
operations.

Board of Directors

In terms of Section 617 of the Companies Act, 1956,
ECIL is a Government Company. Presently, the entire
paid up capital of the Company is held by the President
of India, including 3 shares held by his nominees.

The Board, as on date, comprises of ten Directors -
Chairman & Managing Director, three Whole-time

Directors and six Non-Executive Directors. The Board
meets at regular intervals and is responsible for
the proper direction and management of the
Company.

During the financial year ended 31¢ March 2007,
four Board Meetings were held on 09.06.2006,
27.07.2006, 08.11.2006, and 06.02.2007. The
composition of the Directors, their attendance at the
Board Meetings during the financial year and at the
last Annual General Meeting, efc. is as follows:

Name & Position as on 31.03.2007 Board Meetings Attendance at No. of other
the last AGM held on Directorships
Held during| Attended 27.07.2006
the tenure
Whole-Time Directors
Shri G P Srivastava
Chairman & Managing Director
(up to 29.09.2006) 4 2 Yes 1
Shri K'S Rajasekhara Rao,
Chairman & Managing Director
(from 29.09.2006) 4 2 1
Shri A Murugesan
Director (Finance) (up to 11.10.2006) 4 2 Yes Nil
Shri R R Pandalai
Director (Personnel) 4 4 Yes Nil
Shrit G NV Satyanarayana
Director(Technical) 4 4 Yes Nil
Non-Executive Directors
Shri V P Raja 4 3 Yes 2
Shri Rahul Asthana
(up to 26.03.2007) 4 3 Yes 4
Lt Gen Davinder Kumar,
PVSM,VSM and Bar, ADC
(up to 30.09.2006) 4 2 2
Shri Umesh Chandra 4 4 Yes Nil
Dr. B N Suresh
(appointed w.e.f. 11.07.2006) 3 1 - 1
Dr. M J Zarabi
(appointed w.e.f.19.10.2006) 2 2 - Nil
Lt.Gen. S P Sree Kumar, PYSM
(appointed w.e.f 06.12.2006) 1 1 - 1
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The remuneration of whole-time Directors is fixed by
the Government of India as the Company is a
Government Company in terms of Section 617 of the
Companies Act, 1956. At present, all the part-time
Directors except Dr. M J Zarabi, are Government
officials or officials from other PSUs and therefore,
are not eligible for sitting fee for the meetings attended
by them. However, Dr. Zarabi, who is an Independent
Director, is being paid Rs.2,500 as sitting fee per
aftendance.

Audit Committee

A three-member Audit Committee was constituted by
the Board in March, 2001 comprising of two Non-
Executive Directors and a whole-time Director. With
regard to terms of reference, powers and functions of
the Committee, the Board suggested that the provisions
in Clause 49 of listing agreement prescribed by SEBI
as applicable to listed Companies are to be followed
as a guideline.

The Audit Committee presently comprises of two Non—
Executive Directors, Shri Rahul Asthana (up to
26.03.2007), and Shri Umesh Chandra and one
Whole-time Director (Technical) of the Company, Shri
G N V Satyanarayana.  Shri Rahul Asthana is the
Chairman of the Committee. During the year, four
meetings of the Committee were held on 09.02.2006,
27.07.2006, 08.11.2006 and 01.03.2007. The Audit
Committee reviewed the implementation of Accounting
Standards and Audit Programmes. The Committee
reviewed the Internal Audit Reports and also the report
on the Fixed Assets Physical Verification. The Committee
perused the Annual Financial Statements and
interacted with the Statutory Auditors for improvement
in the system for maintaining financial records as well
as the data under Cost Accounts Record Rules.

Board’s Sub-Committee on Capital Projects

The Board reconstituted the Sub-Committee on Capital
Projects on 29.09.2003 consisting of Shri V P Raja,
Non-Executive Director, Shri A Murugesan, Director
(Finance) and Shri G N V Satyanarayana, Director
(Technical) to scrutinise the capital proposals and
recommend to the Board for its approval.

Investments Commitiee

The Board constituted an Investment Committee on
17.12.2003 consisting of Chairman & Managing
Director, Director (Finance), General Manager
(Accounts) and a representative from Corporate
Planning & Project Monitoring Division. This Committee
will consider the proposals for investment of surplus
funds in nationalised banks or sound rated scheduled
banks at the highest and competitive rates as per DPE
guidelines.

Corporate Management Committee

The Corporate Management Committee is a high level
policy making body at the Corporate level which is
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headed by the Chairman & Managing Director. The
Committee consists of all Functional Directors,
Executive Directors, General Managers and Heads of
Divisions. The committee meets regularly and
deliberates on the major policy issues including
performance of the Company. The President and
General Secretary of ECEU and President and
Secretary of ECOA are the special invitees.

Divisional Production Committees

The Divisional Production Committees are constituted
under the Scheme of Workers’ Participation in
Management. The Head of Division concerned is the
Chairman for the Committee and the members are
drawn from Production shops, Quality Control,
Materials Planning, Personnel and Finance Groups.
The meetings are convened periodically for discussion
on the issues pertaining to working plans to realize
the production targets, sales targets and sundry debts,
order booking status etc.

Apex Committee

The Apex Committee is constituted under the Scheme
of Workers’ Participation in Management. The
Committee is headed by the Chairman & Managing
Director and other members include Functional
Directors on the Board, Executive Directors, General
Manager (HR), President and General Secretary of
ECEU, and President and Secretary of ECOA. The
Committee meets periodically and deliberates on the
issues concerning improvement of production and
performance and other major policy issues for smooth
functioning and maintaining harmonious industrial
relations in the Corporation and make suitable
recommendations.

General Body Meetings

The details of the last three Annual General Meetings
of the Company are given below:

Year Date Time Venue
2003-04 [07.07.2004 | 1400 hours

Registered Office:
ECIL Post Office,

Hyderabad-500062.
2004-05 (11.07.2005 | 1400 hours -do-
2005-06 (27.07.2006 | 1400 hours -do-

As a matter of abundant precaution and in the absence
of Company Secretary, the Company obtained a
compliance certificate from M/s K K Rao & Associates
Company Secretaries, which now forms part of the
annual accounts.

For and on behalf of the Board of Directors

K S RAJASEKHARA RAO
Chairman & Managing Director
Hyderabad
26.09.2007
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SIGNIFICANT ACCOUNTING POLICIES:
RECOGNITION OF REVENUE:

Sales (including Taxes and Duties) are set up and
revenue is recognized on accrual basis inter-alia
in any of the following cases:

A.

i)

a) In case of FOR Destination contracts, if
there is a reasonable expectation of the
goods reaching the destination within the
accounting period.

b) In all other cases, when the goods are
handed over to the carrier for
transmission to the buyer, even if the
transport and insurance are undertaken
by the company.

c) In respect of composite contracts,
involving supply and services, where
separate fee for such services is not
specified and supplies are completed,
to recognize the revenue as per the
contract value, after providing for
services on an estimated basis.

d)  Forservices/software against completion
of milestones/acceptance/acknow-
ledgement, where break up values for
each system/package are available in
the contract or based on the technical
estimates where such break up values
are not available.

On transfer of items (for Defence) to the
bonded stores awaiting field-testings.

On completion of customer’s prior inspection
and acceptance in case the contract so
provides, even if the goods are retained in
the custody of the Company at the request of
the customer.

In case of turnkey/composite contracts of
complex equipment/systems, where the
normal cycle time for completion is 12
months and above, subject to provision of
anticipated losses, revenue is recognised
(excluding taxes and duties) based on
percentage completion, as certified by a
Technical Committee, including

a) materials specially made/procured;
and

b) services rendered as are directly
related to the construction of an asset.

INTERNAL CAPITALISATION AND INTER-
GROUP TRANSFERS.

)

INTERNAL CAPITALISATION:
Equipment manufactured for internal use is
capitalised at cost.

INTER-GROUP TRANSFERS:

Inter and Intra group transfers are made at
agreed transfer price. However, unutilised
stock of such items at the year end lying as
inventory is valued at cost.
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C.

D.

INVENTORY:

i)

Raw Materials, Stores & Spares and
Components are valued at weighted average
cost. Surplus materials considered useful for
future use are valued and retained at 15% of
their book value. Stores & Spares of
Computer Services Division (CSD) as at the
end of each year, are derated at 33 /3% on
written down value. Other Raw Materials,
Stores, Spares and Components not moved
for more than three years (i.e., other than
identified surplus items and spares of CSD
referred to above) are derated at 33 '/3% on
written down value.

Work-in-progress of products in various
Business Groups is valued at “factory cost”
or “net realisable value” whichever is lower.

Work-in-progress of projects is valued at
“factory cost” or “net realisable value”
whichever is lower based on percentage
completion of each project as certified by
company’s technical experts.

Finished goods are valued at “factory cost”
or “net realisable value” whichever is lower.

FIXED ASSETS & DEPRECIATION OF ASSETS
Fixed Assets are stated at historical cost, net of

CENVAT/VAT, if any.

i)

Depreciation is charged on straight-line

method.

Depreciation is charged on monthly pro-rata

basis for the additions/deletions during the

year.

Cost of assets is depreciated in full in the year

of acquisition/use, if the cost of an item is

less than or equal to Rs.10,000/- with effect
from 01.04.2003 and Re.1/- is retained in
the Net Block for that item.

The rates of depreciation adopted by the

company are as per Schedule XIV of the

Companies Act, 1956, excepting in the case of

a) Computer Systems acquired by
Computer Education Division which are
depreciated at a rate of 50% with effect
from 01.04.2001.

b)  Systems sent on hire or for demonstration
or for use outside the factory which are
depreciated at a rate of 50% with effect
from 01.04.2001

c) Assets acquired by Electronic
Manufacturing Services Division under the
heads of (i) Plant and Machinery and (i)
Electronic Testing and Measuring
Equipment which are depreciated at a rate
of 50% with effect from 01.04.2003 and

d) Structures, Erections, Warehouses,
Electrical installations and other similar
enabling works at Projects/ Sites are
depreciated considering the tenure of the
contract with effect from 01.04.2003.
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PRIOR PERIOD ADJUSTMENTS:

ltems of income/expenses amounting to Rs.25,000
and above relating to previous years are accounted
as Prior Period Adjustments.

PREPAID AND OUTSTANDING INCOME/
EXPENSES:

ltems of income/expenses amounting to Rs.25,000
and above are accounted as Prepaid/Outstanding
liability as the case may be.

TECHNICAL KNOW HOW

Expenditure on Technical Know how fees, Software,
Training of Personnel etc., incurred upto
31.03.2003 are charged off over a five year period
or the duration of the relevant agreement,
whichever is less. Expenditure on unsuccessful
projects/ products are written off in the year in
which they are found to be commercially not viable.
Such expenditure incurred after 01.04.2003 are
charged off to revenue on incurrence.

DEMURRAGES AND WHARFAGES
Expenditure on demurrages and/or wharfages on
all imports, whether capital or otherwise, is charged
to revenue.

EXCHANGE VARIATION

All foreign currency transactions/balances
including foreign currency loans for financing fixed
assets (other than those covered by forward
contract) outstanding on the date of Balance Sheet
are converted at the rate of exchange prevailing
on that date.  Such exchange differences are
treated in the accounts in accordance with AS-11.

GOVERNMENT GRANTS

Govt. Grants related to specific fixed assets are
shown as a deduction from the gross value of the
assets concerned and those related to Revenue are
deducted from the relevant expense accounts in
the year in which the amounts are spent.

RESEARCH & DEVELOPMENT EXPENDITURE
Research and development expenditure is charged
to expenditure when incurred. Expenditure incurred
on fixed assets is however capitalised.

PROVISION FOR BAD AND DOUBTFUL DEBTS
Provision for bad and doubtful debts is made for
the debts outstanding for more than one year,
excepting those which are contractualy not due as
per the terms of the contract or those which are
considered realisable based on a case to case
review by the management.

RETIREMENT BENEFITS

i) Provisions for gratuity and leave encashment
liability to employees are made on the basis
of actuarial valuation as at the year end.

i)  Compensation under Voluntary Retirement
Scheme is charged off to revenue on
incurrence.
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BORROWING COSTS

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets are capitalised till the month in which the
asset is ready to use as part of the cost of that
asset. Other borrowing costs are recognised as
an expense in the period in which these are
incurred.

DEFERRED TAXES

Deferred Income Tax is provided using the liability
method on all temporary timing differences at the
Balance Sheet date between the tax bases of assets
and liabilities and their carrying amounts for
financial reporting purposes.

Deferred tax assets and liabilities are measured at
the tax rates that expected to apply to the period
when the asset is realised or the liability seftled,
based on tax rates (and the tax laws) that have
been enacted upto the date of approval of the
financial statements.

INVESTMENTS
Long term investments are valued at cost less any
diminution in value that is other than temporary.

PROVISION FOR WARRANTIES

Warranty provision for contractual obligations in
respect of goods sold to customers is set up on the
basis of trend based estimates and is provided in
the year of sale.

LEASES

a) Assets given on operating lease are
capitalized. The related lease income is
recognized as income, over the lease period,
on accrual basis. In respect of lease and sub-
lease arrangement, the lease rental received
and payable are recognized as income and
expenditure respectively in the Profit & Loss
Account on accrual basis.

b)  Assets given on finance lease are recognized
as sale at normal sale price/fair value/Net
Present Value. Finance income is recognized
over the lease period. Initial direct costs are
expensed in the year of incurrence. In respect
of assets taken on finance lease and
subsequently sub-leased, the Accounting
Policy for finance lease, as stated is
applicable.

LIQUIDATED DAMAGES

Claims for liquidated damages against the
Company are recognised on acceptance. Balance
claims are shown as Contingent Liabilities.

IMPAIRMENT OF ASSETS

As at the end of each Balance Sheet date, the
carrying amount of assets is assessed as to whether
there is any indication of impairment. If the
estimated recoverable amount is found less than
its carrying amount, the impairment loss is
recognised and assets are written down to their
recoverable amount
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BALANCE SHEET AS AT 31st MARCH, 2007

(Rupees in Lakhs)

Schedule As at As at
31.03.2007 31.03.2006
I SOURCES OF FUNDS
1. Shareholders’” Funds
a) Capital A 15488.12 15488.12
b) Share Money Pending Allotment 849.00 0.00
c) Reserves and Surplus B 30070.60 46407.72 20857.62 36345.74
Total (1) 46407.72 36345.74
1. APPLICATION OF FUNDS
1. Fixed Assets C
a) Gross Block 19858.25 19761.36
b) Less: Depreciation 12376.50 12818.64
c) Net Block 7481.75 6942.72
d) Fixed Assets-in-transit & D 216.41 7698.16 691.59 7634.31
Capital Work-in-Progress
2. Investments E 164.64 164.64
3. Deferred Tax (Net Asset) 1338.11 574.12
4.  Current Assets, Loans and Advances
A) Current Assets
a) Inventories F 6855.84 7681.96
b) Sundry Debtors G 98870.90 79468.68
c) Cash and Bank balances H 24502.27 18940.94
B) Loans and Advances I 14506.70 13655.98
144735.71 119747.56
5. Less: Current Liabilities and Provisions J
a) Current Liabilities 88292.46 80273.70
b) Provisions 19236.44 11504.19
6. Net Current Assets (4) - (5) 37206.81 27969.67
7. Miscellaneous Expenditure to the extent not K 0.00 3.00
written off or adjusted
Total (Il) 46407.72 36345.74

Ill.  NOTES ANNEXED TO AND FORMING PART P
OF ACCOUNTS

Accounting Policies, Schedules A to P form part of the Accounts As per our report of even date attached
for and on behalf of the Board for SATYANARAYANA & CO.,
Chartered,Accountants
W ; ﬁ%&?,
@/\MM’DM
U VISHNUMURTHY K 'S RAJASEKHARA RAO h SESHAGIRI RAO
Director (Finance) Chairman & Managing Director Partner
M No.18523

Place : Hyderabad
Date :24.07.2007

&
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PROFIT AND LOSS ACCOUNT FOR THE PERIOD ENDED MARCH, 2007

(Rupees in Lakhs)

Schedule 2006-2007 2005-2006
l. INCOME
Sales 86341.88 56875.41
Services 13891.96 12862.27
Lease Rentals _356.31 _291.35
Turnover (Gross) 100590.15 70029.03
Less: Excise Duty 4883.16 2574.84
Service Tax 1124.97 773.30
Sales Tox _ 2741 _ 1492.98
Turnover (Net) 91790.61 65187.91
Other Income L _ 3355.19 _ 338623
95145.80 68574.14
Accretion(+)/Decretion(-) in stocks of WIP & FG = M-“1' -596.77 159.73
Less: Price Variations Adjustment 0.00 226.20
Total | 94549.03 68507.67
1. EXPENDITURE - -
Materials Consumed Mm-'2' 47446.78 38916.93
Employee Remuneration and Benefits M-'3' 19295.07 17524.01
Manufacturing, Admn. and Other Expenses M-"4' 5619.48 4749.56
Selling Expenses M-'5' 3619.12 2751.71
Research and Development 3199.57 2715.04
Total I 79180.02 66657.25
Less: Transfer to Projects and Other Accounts N 5332.76 4372.38
IIl.  NET EXPENDITURE Total Il 73847.26 62284.87
IV. PROFIT BEFORE INTEREST & DEPRECIATION (I-1i1) 20701.77 6222.80
Interest M-’'6' 283.89 179.54
Depreciation 1203.29 839.99
V. PROFIT FOR THE YEAR 19214.59 5203.27
(Before prior period / extraordinary adjustment)
Add/(Less) Prior Period ltems(Net) (o) 39.38 1.15
VI. PROFIT BEFORE TAX 19253.97 5204.42
Less:Provision for Taxation - For the Year 7295.00 1749.00
- For earlier Years -209.79 -22.56
Deferred tax asset(+)/Deferred tax liability(-) 763.99 840.42
Less:Provision for Fringe Benefit Tax 95.71 91.75
VIl. PROFIT AFTER TAX - 12837.04 - 4226.65
Add: Balance Brought forward from previous year 20857.62 17594.86
VIIl. PROFIT FOR APPROPRIATIONS 33694.66 21821.51
Less: Proposed Dividend for 2006-07 3097.62 845.33
Less: Dividend Tax on Proposed Dividend for 2006-07 526.44 118.56
Less: Transfer to General Reserve 1300.00 4924.06 0.00 963.89
IX. BALANCE CARRIED TO BALANCE SHEET 28770.60 20857.62
EARNINGS PER SHARE(Rs) - BASIC 828.83 284.05
- DILUTED 821.33 284.05

Accounting Policies, Schedules A to P form part of the Accounts

for and on behalf of the Board

'
1/ P—— @a@z,
U VISHNUMURTHY K S RAJASEKHARA RAO

Chairman & Managing Director

Director (Finance)

Place: Hyderabad
Date : 24.07.2007
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SCHEDULE ‘A’ SHARE CAPITAL

(¥9 ol H)
(Rupees in Lakhs)
31.03.2007 31.03.2006
TTTeRRA it
AUTHORISED CAPITAL
1,000/ ¥ Teeh Ho < 20,00,000/- TRl TRR(TTA =¥ 20,00,000/-)
20,00,000(Previous year 20,00,000) Equity Shares of Rs.1000 each 20000.00 20000.00
ST, erfires SR wew guft
ISSUED, SUBSCRIBED & PAID-UP CAPITAL
%. 1,000 T T 15,48,812 Sfehd! IR Y01 €9 § & |
(7a ¥ 15,48,812) $feRdl TR
15,48,812 (Previous Year 15,48,812) Equity Shares 15488.12 15488.12
of Rs.1000 each fully paid up
K3 - -
Total 15488.12 15488.12
argEE “Hf’ emfarfa we erfiiw
SCHEDULE “B"” RESERVES AND SURPLUS
(73 ral |)
(Rupees in Lakhs)
31.03.2007 31.03.2006
1. AW IRIER
GENERAL RESERVE :
T & IA ok TFER
As per Last Balance Sheet 0.00 0.00
T % TRA SIS T
Additions during the Year 1300.00 1300.00 0.00 0.00
2. ¥ AYT T @l H 2
Balance in Profit and Loss Account 28770.60 20857.62
3 _ _
Total 30070.60 20857.62
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SCHEDULE “C"” FIXED ASSETS

BT W THS IFT6F, e gr| Fraw srwg
Gross Block At Cost Depreciation Net Block
01.04.2006 I§ F IR F§ H N 31.03.2007 | 31.03.2006 THF AN 31.03.2007 |31.03.2007 31.03.2006
wiom WET  wWda &R G fou wHiamE THFE | w @ w W
.9, | ufmaft s am AN WEENE g9 3 A
S No | Name of the Asset As at Additions Deductions Total upto Forthe Previous Total upto As At As At
01.04.2006 & Adj. & Adj. As At 31.03.2006 year Years 31.03.2007 (31.03.2007 31.03.2006
During During  31.03.2007 Deductions
the Year the Year & Adj.
During
the Year
1| e (9oi =it
Land (Freehold) 79.37 - - 79.37 - - 79.37 79.37
2 | gfy fom
Development of Land 13.22 13.22 13.22 - - 13.22 -
3 | ueh, g3 IR TS
Roads, Bridges & Culverts 64.12 64.12 22.22 1.04 23.26 40.86 41.90
4 | el g
Factory Buildings 1570.18 80.58 7455 1576.21 1102.95 32.84 1135.79 | 440.42 467.23
5 | g9 9 3T e
Administration & other 918.64 - - 918.64 313.22 15.10 - 328.32 | 590.32 605.42
Buildings
6 | TgEyH 3R fosm T
BB
Research & Development 161.15 55.05 15.44 200.76 134.91 7.90 142.81 57.95 26.24
Plant Machinery
7 | w3 Aefit
Plant & Machinery 2921.26 124.95 36.08 3010.13 | 2184.11 7291 3493 2222.09 | 788.04 737.15
8 | IRt wiemr 3R
HYA &R
Electronic Testing & 9476.33 185.42 1027.75 8634.00 5944 53 328.55 1014.70 5258.38 | 3375.62 3531.80
Measuring Equipment
9 | TTeeRi i foRtr W & it
X
Computer Systems Hired 541.84 1282.73 319.34 1505.23 417.19 54582 278.12 684.89 | 820.34 124.65
out to Customers
10 | ATATES 3R TR Fod /
Apetied
Air conditioners & Air 233.02 5.82 5.32 233.52 141.64 7.06 4.34 144.36 89.16 91.38
coolers/Refrigerators
11 | 5o myfd IR wo- e
Water supply & Sewerage 52.52 - 52.52 37.49 1.42 38.91 13.61 15.03
12 TETIAT 37 3T
Electrical Installation & 417.62  42.94 11.88  448.68 261.23 16.01 8.93 268.31 | 180.37 156.39
Equipment
13 | mfeat
Vehicles 56.08 0.04 56.12 33.28 3.72 37.00 19.12 22.80
14 | Bf=r, frfem =it s
JYEhT
Furniture, Fittings & 3137.05 126.43 325.70 2937.78 2114.80 170.22 306.87 1978.15 | 959.63 1022.25
Other Equipment
15 | J&dhId
Library 66.49 1.99 - 68.48 60.58 2.24 62.82 5.66 5.91
16 | ufi@smn / 9rde & T T,
fopererdl wal fomfor / T
Sheds, Fixtures and Structures/ 52.47 7.00 59.47 37.27 0.92 38.19 21.28 15.20
Erections at Projects/Sites
kg
TOTAL 19761.36 1912.95 1816.06 19858.25 | 12818.64 1205.75 1647.89 12376.50 | 7481.75 6942.72
T oy
PREVIOUS YEAR 19180.13 652.38 71.15 19761.36 | 11972.17 851.02 4.55 12818.64 | 6942.72 7207.96

‘ ECIL_AnnualReport_241107_2C.pmd 33

11/30/2007, 11:34 AM

S ——



]

—SPIEe
: SR - (ST

Roqur

1. T2 U ST (1) 3 BITd TohTes ifTad &1 shl ST ek 3TR STal 3Tt aRedfosh Yo § 0.15 BR@ 91 a1
15% © & ST 81 &1 3THaTe a9l § THTANSH ol 31 o STHITH Jodieh STUR W 8 fora ST 21 36 9&fd o
IO ST o RO ST19 H 0.98 BT F91 1 1 gel (7 9 o fou 0.51 F1E F9)

2. ©)

#ft)

)

?)

TTHTY] ST FI¥TRT 3 3794 93 ©. 5/10(5)/2000-H108] / @€ 3/61 feHieh 10-1-2002 gR71 2awras fedra Sharedt for
ST TR (ST 278 T ) 3 STHIA 3T TR ST oht STaxet (Fe]:oeh) ot ok fosw v Tgafer o Srgared
gfed fFan 81 3T @ ST 278 THS H H 06-01-2006 o T FRT ToHT ST o SHISTEUS 3h1 STHIA o TaTfired s
TATT0T 3L o Tos T o Trgafel o STgHTE o 3TI8Y 9.%.19. 3R7 229.01 Ushe wHiA “Eig 3t I 31
it TE| AT 49 The o fou T i gfsman = & 2

HIoHT-37H | U1 ZRT 1982-83 H 3TY YWl SIS THIZFR FRANYH f3fiiee | UTH 0.533 THE YW &
TTfHca EdTast ShuHt o get | o1efi fawfea ford s 2

TTHTY] Fsit FIAT A 3194 O F. 5/10(5)/2000-H0 / WU 3/61 faAmeh 10.01.2002 311 g1 fedra sm=forn
FHRITET (ST 2773.50 T 7T ) 1 TaTTered St bt 37awor (-3 ) e o o, e Trgafa o S1gured gl
ToRa 21 3T 2TgHIEH ot ywTe ST Hat STuferd shiars i S T 2

e fosfiaa w1t o STgER 20 9t it 27afy & fou s=fes wEfe, gag & U 9m § f9e! 96 ud 9o 73
12,820 a1 1 TS =l HHE 3fed 131 v fefies, YrRd UihR i 3ushy ol s W o o fou seiemus 3 =
I7q1 o T feafed o - i) 1069.20 @@ I ok fost o TRt ST wfasifa s i) anfiens TR 1070
3 gfd a9

a9 1998-99 H el Y Teh &7 g1 Tohrl T THTY] FHstl IS & Haferd Wi - 276 feord 6l el 303 H FRIMETE
i o1 9o |fed 1.7 The i 93 T & A

3. ORI TSI U Bes i Wit o1t o Taer o ot TRff R Ue Hehes soheh ok T ok ST T FHTISH o
TEY T 113.11 @RI T (T1d 99 62.36 BT T3 ) IS 2

4. 9 % SH, GEAT TR Ud GEEER TS, SUSh0TR0T T Tt TSI, TR UHet UomT, Siudh (gee ud
M) | P U I ST qUT STTIERT it SUTH o &9 8 g oht 2 TSkt dehes 319%5 €.1590.55
BTG a1 9@ 4o 11.87 @M@ €& © | o1 510 o2 T Giers oo o STUR WaE | &g @1d 4 80 ™ |
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NOTES TO SCHEDULE - “C”

1. Where the cost of the asset(s) acquired is not readily ascertainable, accounting is done on provisional valuation subject
to adjustments in subsequent years in value where the variation exceeds Rs.0.15 lakhs or 15% of the actual valuation
whichever is higher. The decrease in profit on account of this method is Rs. 0.98 lakhs for the year (Previous year Rs.

0.51 lakhs).

2 q)

)

The Department of Atomic Energy (DAE) vide their letter no: 5/10(5)/2000-PSU/Vol. 111/61 dated 10.01.2002
conveyed the approval of the President of India for transfer of ownership to the Company (free of cost) of the land
on which the factory is located at Hyderabad (about 278 acres). Further , out of 278 Acres of Land, a “Deed Of
Grant” for the land admeasuring 229.01 Acres is executed by DAE in accordance with President Of India’s
approval for transfer of ownership of land to ECIL at free of cost through letter dated 06.01.2006. For the
remaining Land admeasuring about 49 Acres, the matter for transfer is under process.

Title Deed in favour of the Company is yet to be executed for the freehold land admeasuring 0.533 Acres at
Moula-Ali acquired by the Company from Andhra Pradesh Industrial Infrastructure Corporation Limited, Hyderabad
in 1982-83.

The Department of Atomic Energy (DAE) vide their letter no: 5/10(5)/2000-PSU/Vol. 111/61 dated 10.01.2002
conveyed the approval of the President of India for transfer of ownership to the Company (free of cost) Zonal
office located in Mumbai (about 2773.50 sqg.yards). The actions required for giving effect to the above approval
are under process.

ECIL had executed Deeds of Lease with M/s Indian Rare Earths Limited, a Govt. Of India Undertaking, for leasing
out a part of Zonal office building at Mumbai, admeasuring 12,820 Sq. Ft in Ground Floor & First Floor for a
period of 20 years under the following payment conditions (i) Security Deposit of leased premises for Rs.1069.20
Lakhs and (i) Annual Rent of Rs.1070/- per annum.

An area of 1.7 acres of land along with building occupied by Kushaiguda Police Station in survey No.303, Moula
- Ali, belonging to DAE was leased to the Govt. of AP in the year 1998-99 at lease rent of Re.1/- per annum.

3. Assets acquired out of Government grants are shown under deductions and adjustments in the column of the gross
block amounting to Rs.113.11 Lakhs (Previous year Rs. 62.36 lakhs).
4. During the year, Information Technology &Telecom Division , Instrument & System Division, Software consultancy
Division, General Administration Division (Security & Fire), have identified certain assets as Obsolete and non-usable
capital equipment with Gross Block of Rs.1590.55 Lakhs and net value of Rs.11.87 Lakhs. Based on the detailed
justification given by the Group, said Capital equipments were written off in the books of accounts.
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g & wmrey fam enifeqat 3R YsiiTa =e; R
SCHEDULE “D"” FIXED ASSETS-IN-TRANSIT AND CAPITAL WORK-IN-PROGRESS

(73 @i )
(Rupees in Lakhs)
31.03.2007 31.03.2006
1. wETe YSiTd 3U%R
Capital Equipment-in-Transit 146.62 546.54
2. YSfiTa =me e
Capital Work-in-progress 32.86 131.92
3. USHTa =9 o fog 31 - wie 3 Aefied
Advances against Capital Expenditure-Plant and Machinery 36.93 13.13
3
Total 216.41 691.59
gt 3 Haw (SrE W)
SCHEDULE “E” INVESTMENTS ( AT COST))
(¥ @@l )
(Rupees in Lakhs)
31.03.2007 31.03.2006
ITE 7 FqTd T (AR | gea) aiame
UNQUOTED (OTHER THAN TRADE) - LONG TERM
IR
IN SHARES
1. SHISTUS TR g chisafed e fofiee
H 10 ¥I3 T % Yoo o 0T TE 250 IRR
250 shares of Rs.10/- each fully paid up in ECIL Employees’ 0.02 0.02
Consumer Co-operative Society Lirpifed
2. T SHIRETS - ek fafies # 10 T3 I o Hod o Ui ved
14,70,000 $feRe] IR &M 7,35,000 S 2R +ff wfeiifesd &
14,70,000 equity shares inclusive of Bonus shares 7,35,000 of 73.50 73.50
Rs. 10/- each fully paid up in M/s. ECIL - Ropis;on Ltd.
3. TEE Ut T IR Ry fofiee, detee § 10 T
T o 7ol o U1 & 4,60,960 $Tehdt RRR S ME
IRR 1,92,960 MM £ |
4,60,960 equity shares inclusive of Bonus shares 1,92,960 of 26.80 26.80
Rs.10/- each fully paid up in M/s. Andhra Pradesh Gas Power
Corporation Limited, Hyderabad. ‘
4. 3TFY U T gl ARy fefiee, 2etee § 10 T3
T % 2,68,000  STEReT TR o 24 T Tfd IR
TedTa | 9ol €9 9 yed frn e g |
2,68,000 equity shares of Rs.10/- each, in Andhra Pradesh Gas 64.32 64.32
Power Corporation Limited, Hyderabad at Rs.24/- per share,
fully paid up
Total 164.64 164.64

&
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SCHEDULE “F” INVENTORIES

(¥ @i )
(Rupees in Lakhs)
31.03.2007 31.03.2006
e g Gedifehd Td JHIford foRd T STgEm
As valued and certified by the management
T) qUR w2
a)  Finished Stock 634.65 648.76
&t) =me W
b)  Work-in-Progress 3233.87 3799.20
o) @Wue
c) Scrap 19.56 36.89
&) el iR, G o HEdh
d) Raw Materials, Assemblies and Components 1878.65 1616.21
3)  WeER, Afafh go 3R ek amfiat
e) Stores & Spares and Packing Materials 241.76 286.82
TH) SR 1 LT
f)  Stock of Tools 23.25 22.48
St) Amteyr AT
g) Materials-in-Transit 824.10 1271.60
K3 S
Total 6855.84 7681.96
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W 6‘33_79 é
SCHEDULE “G” SUNDRY DEBTORS

(393 @rEl §)
(Rupees in Lakhs)
31.03.2007 31.03.2006
U) B: WEHT | 31Tk AT deh TehTIT Ug & :
A) DEBTS OUTSTANDING FOR A PERIOD EXCEEDING SIX MONTHS :
Segic v
Unsecured :
) g A HE T
Considered good 14136.31 16956.05
i) i e T
Considered doubtful 2438.17 1765.68
T (T) . .
Total (A) 16574.48 18721.73
ft) 3T e : #
B) OTHER DEBTS :
Segic v
Unsecured :
TS A A T
Considered good 84734.59 62512.63
Fo () o o
Total (B) 84734.59 62512.63
T (T) + ()
Total (A) + (B) 101309.07 81234.36
T : Wi T T Sl o To5d TTae
Less: Provision for debts considered doubtful 2438.17 1765.68
W
Total 98870.90 79468.68

#  TTE-7 FERE FHIZEH o ST ST YRS & GeY § 52555.88 &E €9 (0 99 40533.08 SR T4 ) 21

1 TR 9§ T=IAT 1 T8 T ATEehi ol foret = fohat T |

Includes Rs.52555.88 lakhs ( Previous year Rs. 40533.08 lakhs) towards Income recognised up to date in respect of

Long Term Project under AS-7 ‘Construction Contracts’ but not billed to Customers.

<&
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I “‘Ta’’ Uehe qAT Sk W
SCHEDULE “H” CASH AND BANK BALANCES

S ——

(93 Sl )

(Rupees in Lakhs)

31.03.2007

31.03.2006

1. T AW |

CASH BALANCE

T)
Ei)

PR R

Cash on hand
SR o T TS g
Imprest Cash with Officers
AT /qIR <

Cheques on hand/in-transit
IFY T

Stamps on hand

rgHfeE SRl % UTE Sk U 9w

BANK BALANCES WITH SCHEDULED BANKS

)
a)
Eil
b)
)
J

=)

d)

1% @rd
Current Accounts

TS @I
Collection Accounts
Ty Uiy it

Remittances-in-transit

Tt st (3o wfthfed © S foga & ofata
7 - oTggeEt - W A ARE. 15 (vi))

Fixed Deposits (including those under lien - Note

No. 15 (vi) of Schedule - P)
3

Total

5.50
0.52
2596.46

0.06

1882.41
3766.34

0.99

16249.99

3.15

0.33

166.18

2602.54 0.08

2265.56

481.25

1.39

21899.73 16023.00

24502.27

169.74

18771.20

18940.94
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It “ormE’ WUt 3R Srfw it
SCHEDULE “I” LOANS & ADVANCES

(393 @rEl §)

(Rupees in Lakhs)

31.03.2007

31.03.2006

1. gt qrE | TR sTi aivEr

TRtreR Wi SRt O e quiea @
ADVANCES CONSIDERED GOOD IN RESPECT OF
WHICH THE COMPANY IS FULLY SECURED:

ATET o GIEsTE W TS ohi &t AT A7 v
Advances to staff against hypothecation of vehicles

2. Irguier TR it - siea wrt TRt wig Ik wey |
st 35 e o et et o ferem o S
ADVANCES UNSECURED - CONSIDERED GOOD
IN RESPECT OF WHICH THE COMPANY HOLDS

NO SECURITY OTHER THAN THE PARTY'’S
PERSONAL SECURITY:

T)  HHETEr e T eAfim

a)  Advances to employees 284.13

o) T IR Hanel o fod smyfdendia i fo ™ a1fim

b)  Advances to suppliers for goods and services 1743.41

o) Iurteia 3T

c)  Accrued Income: 331.85

&) s st e

d)  Other Advances 567.78

) IR 3R 3T % O

e)  Claims with Customers and Others 418.75

TH) ST AR

f) Deposits 573.07

Sit) I R Tl AT AR

g)  Tax deducted at source 1035.12

TH) I e

h)  Prepaid expenses 50.10

37S) TSIesh, U 282, heEid IeUTE Yoob A1

o e st 9 e enfe

i) Balances with customs, Port Trust, Central Excise, etc. 388.10

S Afm R (TR Wit

) Advance Tax (IT) 8923.09
3. wfewy A T rRm -

ADVANCES CONSIDERED DOUBTFUL 247.91

TR : wiee e T ARt o T wraum

Less: Provision for advances considered doubtful 247 .91

E3d

Total

191.30

320.80

1745.08

629.49

551.81

384.29

664.18

518.20

90.03

433.76

14315.40 8113.46

221.20

0.00 221.20

14506.70

204.88

13451.10

0.00

13655.98

O
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I N T AT IR ATTUTH

SCHEDULE “J” CURRENT LIABILITIES & PROVISIONS

o E—

(¥93 @rEi H)
(Rupees in Lakhs)
31.03.2007 31.03.2006
(e, ATy
CURRENT LIABILITIES
T) TS, TR AT AT o o et BER
a)  Sundry Creditors for goods, machinery and others 17726.75 20355.52
&) P FHER - THUHSTE T
b)  Sundry Creditors - SSI Units 156.70 87.32
©f) el @ GERi ke
c)  Buyers’ Credit from Banks 1009.66 0.00
2l) = o T3 e FER
d)  Sundry Creditors for expenses 11888.95 30782.06 8061.79 28504.63
%) et § for T atfim -
e)  Advances from customers 49848.50 45335.22
TH) TEHRI GERAl TS i TR
f) Government Grants-in-Aid 1201.86 1380.63
Sft) T s
g)  Deposits 484.68 448.06
Te) e o g o fosw wfasgf smm afs
h)  Security Deposit for Lease of Premises 1069.20 1069.20
31E) 3 FaTd
i) Other liabilities 4906.16 3535.96
kg - I
Total - 1 88292.46 80273.70
BIlERIC]
PROVISIONS
IR o T
For Income Tax 10930.53 7115.09
ST ST R < ferg
For Fringe Benefit Tax 187.46 91.75
AT AT o forw
For proposed Dividend 3097.62 845.33
SREATTeIT SATHTRT 9 3L 3 foTq
For Tax on proposed Dividend 526.44 118.56
TR A o 3fH TeTeh T IS Yoo o ol
For Excise Duty on Closing stock of Finished Goods 415.90 351.03
I9eH o ot
For Gratuity 416.06 417.40
il gt ok TR o fou
For Earned Leave Encashment 1898.00 1572.15
T TR o fog
For Warranty Charges 1764.43 992.88
£ - .
Total 2 19236.44 11504.19
Total (1+2) 107528.90 91777.89
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et & ooy ==
SCHEDULE “K” MISCELLANEOUS EXPENDITURE
(2 @Td ST 1 THEISH 7 R S we)

( To the extent not written off or adjusted )

(¥ Il )

(Rupees in Lakhs)

31.03.2007

31.03.2006

KETiCARSIE A

TECHNICAL KNOW HOW
IRfek I
Opening Balance 3.00
ST ; o o SR S
Add: Additions during the year 11.81
14.81
%Y : AT / TR g
Less: Withdrawn/Charged off 14.81 0.00

Total 0.00

28.82

17.00

45.82

42.82

3.00

3.00

&
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I T I A

SCHEDULE “L” OTHER INCOME

S ——

(93 Il )

(Rupees in Lakhs)

2006-2007

2005-2006

= =T

INTEREST ON

T) W% H T M W

a)  Staff advances

EDREERIECIRUFRIRUCCLEE)

b)  Electricity Deposits (APSEB)

o) ARt T | S

c)  Income Tax Refunds

2) o s Uiy Wit (W |d ) it ot R
T 359.44 BTG ®9A (T 99 325.53 &G T9)]

d)  Term Deposit Receipts [Tax deducted at source
Rs.359.44 lakhs (Previous Year Rs.325.53 lakh)]

3 =
e)  Others

Srfervy YUkl &1 fawg
SALE OF SURPLUS STORES

e anfeaat 6 foent ety
PROFIT ON SALE OF FIXED ASSETS

o)

OTHERS

) fEE

a)  Rent

&) @ foet

b)  Sale of scrap

o) sfur e

c) Insurance Claims

2t) i 3ok 9

d)  Customs Duty claims

3) gl Sl A

e) Provisions withdrawn

UH) ra T o et ard i foreht i
f) Unclaimed liabilities written back

EUBREIECE

g)  Miscellaneous

HATEe AveR Ut (THImEue -Yuwha fafes)
W BT

DIVIDEND FROM JOINT VENTURE COMPANY
(ECIL-Rapiscan Ltd.)

£

Total

13.22

2.86

0.00

1589.85

13.24

10.03

92.65

56.06

0.19

1060.86

14.78

454.72

1619.17

5.53

4.45

1689.29

36.75

3355.19

242.41

14.54

2.86

15.73

1385.57

5.89 1424.59

2.29

41.74

17.61
16.76
18.62
0.18
1578.76

13.87

1888.21

29.40

3386.23
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AT -1 =TT T UF IR WIS oh Tkl W SAaghg (+)/ &t (-)
SCHEDULE “M-1" ACCRETION(+)/DECRETION(-) IN STOCKS OF WORK-IN-
PROGRESS AND FINISHED GOODS

(¥93 i H)
(Rupees in Lakhs)
2006-2007 2005-2006
aifom "o
CLOSING STOCKS
) dER T
Finished Stock 634.65 648.76
i) e
Work-in-progress 3233.87 3799.20
i) @l
Scrap 19.56 36.89
3888.08 4484.85
U : RIS ATt - -
LESS: OPENING STOCKS
) OEUR A
Finished Stock 648.76 945.75
i) e
Work-in-progress 3799.20 3372.20
i) @l
Scrap 36.89 7.17
4484.85 4325.12
srfergtg (+) / et (-) I -
Accretion(+)/Decretion(-) -596.77 159.73

%
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aw “@—2,, { ﬁ
SCHEDULE “M-2" MATERIALS CONSUMED

S ——

(¥ @i )

(Rupees in Lakhs)

2006-2007

2005-2006

1. e AT, OGS U WSt Tht ITUHIT
CONSUMPTION OF RAW MATERIALS, ASSEMBLIES
AND COMPONENTS

TR AT
Opening Stock 1616.21

SrS : foea (s 3TR g & 91g)
Add: Purchases( after sales and adjustments) 45742.60
Sire : Tt S7awor - 3eamed
Add: Departmental transfers - Production 1236.60
48595.41
T e e e
Less: Derations/Provision for obsolescence 31.68 48563.73
T2 : 3fad AT -
Less: Closing Stock 1878.65
46685.08
2. T w1 3us
CONSUMPTION OF
T)  ¥eR R Afafes g
a)  Stores and Spares 53.68
&) Ak gt
b) Packing materials 110.81
) 2INR
c)  Tools 16.10 180.59

3. 99 T /IUYRH YNl 3R SUHTYHT i SR

COST OF ACCESSORIES & SPARES 581.11
SOLD/CONSUMED

Total 47446.78

1648.53

37659.79

388.24

39696.56

12.37

187.88

72.18

30.56

39684.19

1616.21
38067.98

290.62

558.33

38916.93
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AT TH-3"’ HHATRAT T UTRATHS TF BTH
SCHEDULE “M-3"” EMPLOYEES’ REMUNERATION AND BENEFITS

(¥ @i 1)
(Rupees in Lakhs)
2006-2007 2005-2006
HHATRAT Y A, TAGRAT SR 3= &1
SALARIES, WAGES AND OTHER BENEFITS TO EMPLOYEES *
T) A, FSIGRAT 3R T #
a) Salaries, Wages and Bonus # 15190.78 13415.32
o) TR TN diea wios ffd 8§ amree
b) Contribution to Provident Fund including administrative charges 1317.13 1280.54
ot) 3uemH ffer & Amem
c) Contribution to Gratuity Fund 425.76 430.18
<) Yara ey (Tfses gan fgfa =)
d) Terminal Benefits (Voluntary Retirement Scheme) 1371.16 1479.85
%) A =
e) Welfare expenses 990.24 918.12
K3 - -
Total 19295.07 17524.01
* Includes :
U) reay 9 Tae v % utRufies
A) CHAIRMAN & MANAGING DIRECTOR’S REMUNERATION
3 / Salary 4.33 5.47
e ffY 3 s1ere™
Contribution to PF 0.30 0.00
3T A / Other Benefits 3.20 4.31
7.83 9.78
wft) fevrerTor % Uit
B) DIRECTORS’ REMUNERATION
3 / Salary 14.72 15.97
e ffY 3 s1ere™
Contribution to PF 1.62 1.76
UTH TF 3T @Y
Pension and Other Benefits 13.57 6.77
29.91 24.50
F (T +ft) _ _
TOTAL (A+B) 37.74 34.28
# argget Y o v 14 wHed @
# Reference is invited to Note No.14 of Schedule * P
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I (-4 fafAwion, JeE vd s =

SCHEDULE “M-4" MANUFACTURING, ADMINISTRATION & OTHER EXPENSES

(¥ Zral H)

(Rupees in Lakhs)

2006-2007

2005-2006

10.

11.

12.

13.

Tttt 3ir e

Power and Fuel

S5 THI

Water Charges

T TE ST
Repairs & Maintenance
T) e

a)  Buildings
EDIRERECR:NIEN]

b) Plant & Machinery
qr) 3=

c) Others

o

Rent
YRR 3T T

Rates and Taxes
Insurance

U 9 >EA |t

Printing & Stationery

B, AR, fhiH R T3

Postage, Telegram, Telephones & Telex

foqmm

Advertisement

I 3T Far) =

Travelling and Conveyance expenses

e =7

Vehicle expenses

frewTeRt o Yok TR AT =
Directors’ fees and travelling expenses

@ TiEehi o J[edh IR T

Auditors’ fees and expenses

As Auditors :

T) wifatees o T Yok

a) Statutory Audit fee
- EI'IQ\_ONF
- Current year
o) ==

b) Expenses

264.94

139.50

97.77

52.73

147.00 297.50

120.89

205.09

106.17

78.61

137.85

11.50

953.27

148.34

4.00

1.19 5.19

312.43

132.79

199.08

136.02

109.87 444.97

89.79

79.83

118.66

81.88

146.35

12.71

825.51

132.25

0.35

4.00

1.57 5.57

S/ Contd...
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SCHEDULE “M-4" MANUFACTURING, ADMINISTRATION & OTHER EXPENSES (Contd...)

(1 @i )
(Rupees in Lakhs)
2006-2007 2005-2006
14. Tafag ==
Other Expenses
iy ot e aiEda
Exchange Rate Variation 4.62 50.94
iy S UUR
Bank Charges 9.90 15.53
iiiy SR Sfeegfer W S
Commission on Bank Guarantees 35.16 15.57
iv) AT e =
Guest House expenses 16.25 9.41
V) TS =5
Entertainment expenses 10.95 10.60
vi)  FeErll 3R Wl gvm
Professional and Consultancy charges 346.57 368.84
vii) g1 I
Lease Rentals 227.83 185.66
viii)  g&doh T U -UfAehTd
Books and Periodicals 11.66 6.57
ix) e R T
Payment to Franchisees 899.61 845.77
X) farfae
Miscellaneous 1356.13 2918.68  649.44 2158.33
15. i)  HYRR
Derations (Material Obsolescence) 112.20 118.61
i)y oS @ ST
Write offs : 37.49 149.69 15.15 133.76
16. W% fTew 2=
Staff training expenses 14.44 22.36
17. dehrleh! SRR
Technical Know-how 14.81 42.82
18. =d
Donations 0.05 0.50
19. Gfey oWl ST a1e K97 UF T o fod yaem
Provision for amounts considered doubtful-Loans 51.82 8.70
and Advances
3 - -
Total 5619.48 4749.56
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SCHEDULE “M-5" SELLING EXPENSES

S ——

(¥ @i )
(Rupees in Lakhs)
2006-2007 2005-2006
1. Tagme - arforses
Advertisement - Commercial 14.94 5.63
2. fami=m
Selling expenses 1199.08 372.06
3. TEfceat
Royalties 32.14 6.40
4. Tompl woiel o1 FHieH
Commission to Selling Agents 104.48 110.15
5. dfey TRET & {63 Tau™ - e 3eR
Provision for amounts considered doubtful - Sundry debtors 230.71 1041.77
6. faoffa gsifn
Liquidated damages 1401.05 487.83
7. 9@ SIS T Aags Tt
Irrecoverable amounts written-off
- FE @ SIS TS AR 0
Bad Debts written off 635.75 727.87
- 93 @ IS ™ @
Claims written off 0.97 636.72 0.00 727.87
L8y - -
Total 3619.12 2751.71
ﬂ ¢ ‘@—6’ ’
SCHEDULE “M-6" INTEREST (73 @t )
(Rupees in Lakhs)
2006-2007 2005-2006
1. ke ST T
Cash Credit Account 11.72 1.85
2. Toora Stret o foeg w0
Loans against Fixed Deposits 155.22 129.35
3. ek YN UF 3T W =S
Interest on Customer Advances and Others 116.95 48.34
ExY - -
Total 283.89 179.54
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SCHEDULE ‘N’ TRANSFERS TO PROJECTS AND OTHER ACCOUNTS

(¥9 i H)
(Rupees in Lakhs)
2006-2007 2005-2006
AT STFHEH 3R forshre T =
Expenditure on Scientific Research and Development
~  3Taie
In House 3199.55 2714.79
- M
Grants-in-Aid 529.67 856.38
R
Internal Jobs for Capital use 18.78 81.70
T 37 TR - 3Tafeh
Repairs and Maintenance - Internal 82.56 200.91
Afafy-Tg ==
Guest House Expenses 7.96 7.96
T - 5
Insurance - Purchases 6.07 7.04
I I
Spare Parts 0.00 25.58
T TR - 3eTed
Departmental Transfers - Production 1194.26 341.45
T T FTYE Shfee
Service Tax Input Credit 293.91 136.57
£ - -
Total 5332.76 4372.38

&
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SCHEDULE “O"” PRIOR PERIOD ADJUSTMENTS

(1 @i )
(Rupees in Lakhs)
2006-2007 2005-2006
1. 3™
INCOME
1. fawa
Sales 37.80 10.02
2. 3= wwEt
Other Receipts -3.74 -0.49
B/ - -
Total | 34.06 9.53
1. ==
EXPENDITURE
1. et At o 3ae
Consumption of Raw Materials -11.75 2.82
2. SRTEH Td forshl =
Administrative & Selling Expenses 3.96 -6.01
3. HIg™
Depreciation 2.47 11.03
4., RUER
Rates &Taxes 0.00 0.54
£y S -
Total Il -5.32 8.38
HS -
Total (1+11) 39.38 1.15
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I W - BN o ITET IR a3 Rt

1. TR | Yk :

FHOT AT, 1956 i ST 6 o WHT-2 o TAT G HH TTaeTH1 Hied Tehelohtol STIATe § sha ohi o1 i
o faATeR 30-04-2007 % TS 46/87/2007-H1 US-3 % STIAR ik o Tt

kL

=

3(i)(T) Yoo Si oh HIo Ud 3Geh! 0T o oy H forght gaeft forawon
3(ii) (W) (1) & (2),3(ii)(S1) | AT T URIF T THIIH LTk, e ATHIT 1 6, Torshal U T 38 AT Ted e foaon

4

3R 3rfda YarsTi @ Hehes T & @Y

fafafid T &1 & U1 o ae 1§ 3cq1ed 6l STe0d &7, LAY &THdT Ue ardiaeh
3IcaTed o Gy H foawor

43i(T) ot AT, Teresh, SATaTTh ISt Ua ST Ao o Gaig H o o oh S ST ot Aret

YR W SATRfesd AT 1 Hodl

431 () ST e el et At Heedh ud Afaih gl sl Wdd o1 4o 3R o @ud |

ek <l Tfaeraar

2. FETHA NAAT H TS oF HRUT W@ W IHTS ;

TSI W1 TR ST AT § 33 Jeasd ford M0 9 2, o Al W T (i) et Eh. qon v (iv) 9o ugl, (31R)
31eTRA 2 3R TA 98 AT 2 T 36 Seae o R I8 U9 B /Hif-edee T2 § hde Sk i T (iv) i
BreeRt Foraehl aTe & R § 2025.75 1@ a9 1t st &1 .707.99 =@ ¥ 95 58 2

3. BTk UTHeh! ol AT (T TH)
(TRUAT TTATE™ 6 9T 211 & FTTAR)

T)

Tt 3= (ST aEE - 7):

T) TR i F. T (iv) i 3161 o STTER 39 YIS TISa aehrTeh! |iHTd 51T JHTIO 9L G 3hTH 3ht gt
o STTER T TH-7 o FFAR (Fmfor 3F) Fmfon Ts7a .36198.37 F1I (T 99 25238.54 BTG &9 i
AT & T8 S e vgfa W emenfE -

) 31-03-2007 Tk ATEATIH BWIA T T W 12873.60 AT T 31 h! STFATHT T B 2l
i)y 3Rt S TS g ot ufaera 23324.77 @ra T 7, fod gefera demd e B

&) 104012.00 BTG T ST AT ST HIATITH
BT 31-03-2007 (HT=IdT ITH BT %) 104012.00 BTG T

o) gme 1fim - 49923 BTG FA

<) TTEhI U T ohes TN - 52554 BTG &9

%) TRl I 9T Tehos TR - =

) Rew, e R - A

=t) wug ftén (voa-17)

©

ROt STfUfRI, 1956 %1 STFHT 6 % ST AT >l H HIATCH foawuT il Teheiohtvl -1 d fasiT 5T &2
<1 TR 1 SOt AR, 1956 1 AR 211 (38T) o AR s TR 2 | TEd i g § wd g
TUH-17 % A STUTATTHR GUeaR forewvr Yere ST foraenqul 921 2 | 38 ¥ o1 SToehdiehor o for ot fopeft
TRR T TN & BT |
-
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Schedule ‘P’ — NOTES ANNEXED TO AND FORMING PART OF ACCOUNTS

1 EXEMPTION FROM DISCLOSURE:
Exemption was granted by Ministry of Company Affairs vide Letter.No.46/87/2007-CL-Ill dated 30.04.2007
to the Company from disclosure compliance of the following provisions contained in Part Il of Schedule VI to
the Companies Act, 1956 as amended:
PARA PARTICULARS
3(i)(a) Details regarding Sales in respect of each class of goods with quantities thereof.
3(ii)(a)(1)&(2),3(ii)(d) Value of opening and closing stocks of goods, purchases, sales and consumption
of raw materials with value and quantitative break up and Gross Income from
services rendered.
4C Details regarding licensed capacity, installed capacity and actual production in
respect of each class of goods manufactured.
4D(a) Value of imports calculated on CIF basis by the Company during the financial
year in respect of raw materials, components and spare parts and capital goods.
4D(c) Value of imported and indigenous Raw materials, components and spares
consumed and percentage of each to the total consumption.
2 IMPACT ON ACCOUNTS DUE TO CHANGES IN THE ACCOUNTING POLICIES :
Certain changes have been made in the Accounting Policies on Revenue recognition ie., A (i) a,b,c and A
(iv) and Leases ie., (R) to fall in line with the Accounting Standards and we are of the view that the impact on
account of such changes is not material/quantifiable except with regard to change in Accounting Policy A
(iv), which resulted in an increase in turnover by Rs.2025.75 Lakhs and PBT by Rs.707.99 Lakhs.
3 COMPLIANCE TO ACCOUNTING STANDARDS (AS)

(Pursuant to Sec 211 of the Companies Act)
A) CONSTRUCTION CONTRACTS (ACCOUNTING STANDARD -7) :

a) In terms of Accounting Policy No. A(iv) Contract Revenue of Rs. 36198.37 Lakhs (previous year
Rs. 25238.54 lakhs) is recognized as per AS-7 (Construction Contracts), based on the percentage
of completion of works, as certified by a technical committee, by the following methods:-

i) Rs.12873.60 lakhs on the ratio of actual costs incurred up to 31-3-2007, to the estimated total
cost of the confract.

i) Rs.23324.77 lakhs on the percentage completion of the physical proportion of the contract
work, including related services.

b) Contract costs incurred and recognized profits

(Less Recognized losses) up to 31.03.2007 - Rs.104012.00 lakhs
c) Advances received - Rs. 49923.00 lakhs
d) Gross amount due from customers - Rs. 52554.00 lakhs
e) Gross amount due to customers - NIL
f)  Retentions, if any. - NIL

B) SEGMENT REPORTING (AS-17) :

Disclosure of quantitative particulars in the Annual Accounts as required under Schedule VI of the
Companies Act, 1956 was exempted by Ministry of Company Affairs. Therefore it is considered not
prudent to disclose segment wise details as required under AS-17, in view of the strategic nature of the

Company’s activities. Such non-disclosure has no financial effect.
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) weter arel Terdieur (TuTa-18) :
) IS TS RIHS
ot T epTe ofiaTEda, 31e9et 9 e e (29-9-06 )
oft . TH. TSGR TE, 3167987 F Tl 3e9Teh (29-9-06 B) 2Afdfih TR e (o) 11-10-06 & 9-5-07 )
oft @, geieH, faer (o) (11-10-06 )
oft 3R, Uvers, e (F1fdeh) (31-03-07 )
oft ft.w. . wemRE, ey (qei)
T Y- FIHe i HeAdHT 37.74 S T3 (T TH-3 99 ) (71 99 34.28 B T )

i) SEemSue-EH f1. U | Hu (S & el SHesue w TRR 49% ® | o wE v
gaeft fofa o7 4 St W SHiTETS o i g9mE, Sl 8 T 8 W ARSI SATEvEehdT o AT

TTH-18 o UM B el 7 S |
<) wurs ufer sier (veE-20)
31-3-2007 ! THTH T4 o fosdl TTH-20 o STTAR FATE Tl LR SRR oM 6t 78

B Td g ST o IJAR R % 918 TG o9 (ST T93) 12837.04
1-4-2006 1 $feRdt IRT <t wTika T (Te) 1548812
84,900 $feRdl TRRT I WG AT 31-03-07 Teh Bierd 3ATeIeA

(01-02-2007 =Rl T3 ITH il TE) 14150
eh YRR SeCE AT oh! TUHT o fosd Sferdt TR hl Wiia Sftea s 1562962
SfeRd! TR o1 AT oo 5. 1000
TS Ifd TR (Y3) 5. 828.83
TS U IR (TdST) 5. 821.33

3) T W & fod S (Tua-22)
) TTH-22 % ITEY 31-3-2007 ! FHUAT 3 1338.11 BE T YG Hiera Tmeerfig a2 ufeeeafy fewrs foman 2
(T3 Y 574.12 B@ T | AT, e T9 H GA9d 763.99 B T (70 TY 840.42 TG ¥ E
TR X 2T 99 2006-2007 % T 9 BT ST | [=IaT U7 =hl T 2 |
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Schedule ‘P’ — NOTES ANNEXED TO AND FORMING PART OF ACCOUNTS

(Contd...)

C) RELATED PARTY DISCLOSURE (AS-18):

i)

Key Management Personnel :

Shri G P Srivastava, Chairman & Managing Director (upto 29.09.06)

Shri K'S Rajasekhara Rao, Chairman & Managing Director (from 29.09.06)
(Addl charge of Director(F) from 11.10.06 to 09.05.07)

Shri A Murugesan, Director (F)(upto 11.10.06)

Shri. R R Pandalai, Director (P) (upto 31.03.07)

Shri. G NV Satyanarayana, Director (T)

Remuneration to Key Management Personnel - Rs 37.74 lakhs (Refer Schedule M-3) (Previous year
Rs.34.28 lakhs).

ECIL-Rapiscan Ltd., is a Joint Venture company (JV) in which the share holding interest of ECIL is
49%. Since ECIL has no influence whatsoever to exercise over the JV in making financial or operating
decisions, the provisions of AS-18 for the purpose of disclosure requirement are not considered
applicable.

D) EARNINGS PER SHARE (AS-20)

Earnings per share as per AS-20 are calculated as shown below for the year ended 31.03.2007.

Net Profit after tax as per Profit and Loss Account (Rs. in Lakhs) 12837.04

Weighted Number of equity shares as on 01.04.2006 (Nos.) 1548812

Weighted average number of 84900 Equity shares pending allotment

as on 31.03.07 (amount received on 01.02.07) 14150

Weighted average number of equity shares for calculation

of diluted earnings per share 1562962

Nominal value of equity share Rs. 1000

Earnings per share (Basic) Rs. 828.83

Earnings per Share (Diluted) Rs. 821.33

E) ACCOUNTING FOR TAXES ON INCOME (AS-22)

i) Pursuant to AS-22, the Company had recorded a net cumulative deferred tax asset of
Rs.1338.11 lakhs as on 31.03.2007 (previous year Rs. 574.12 lakhs), recognizing a net deferred
tax asset of Rs.763.99 lakhs (previous year Rs.840.42 lakhs) in the Profit and Loss Account for the
year 2006-07.
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i)  THT TS I 5T U 3T B Tt AR o qiEg = ug aared § afrifod @ ¢

(393 @TEl )
SATEATT L

31.03.2007 <ht 31.03.2006 =

qoTg™ 4033.08 3543.98
.. TR & T5T e 1420.72 1094.86
LETIEARSIEEAL] 144.74 129.93
3G Yo 345.04 256.45
forght o/ 348.99 514.97
3UEH 0.00 430.18
Tifea® FaTHghd JemT 29 1984.84 1183.88
TN U Hiwer 07 gt 2A10H o {53 Traerm 1155.65 1564.38
AT NG T o T3 Trarer= 1063.80 0.00
= 1544.69 75.00

TS 8008.46 4033.08 5249.65 3543.98

UF) TUH-29 % A AU Tehelohiol, TTIEH, TTERTeh Sadmd ud Jrfieh aiey i
TUH-7 o 3TdTd ol fordl T e Shich TRATSHIST ol Bieat IR W =39 ol sII 4 TR 2

(393 @TEl )
Teramor 3Te forhit W wE-7 %
AT 3 W
1. 1.4.2006 T 3719 AW 122.82 870.05
2. 4 % S Tl T grEe 179.66 612.62
3. Y % IRA ford T Fardicw 20.72 N
4. 31.3.2007 T 37d AW 281.76 1482.67

IcTeT Sl ferent W 0.5% sl & T AT GURT o fo5u grarer™ foram T 31 T -7 o 3iaid Ikl W STET dal s @
& 31-03-2007 T F5 UIEHT T 2% hi T H IS TG fohall T 2| IR BT o Tose, foheft Tehmt o yrarem
IMAHAT TEI B SRl IR HehlfHehes TTaAT & 3R ded o q@ ardl Bl
4. i) USTHFNER (TTH-19)
T&TR 31.08.2007 i Ut it g fwafcd T & < 3104 ST UF WA TE BT | TTehi ok ST WIS FIR
o AaTid hiqud aiEaft ITH o TR 2 q 3U-Ugt R o Tdid Haitd UTeehi sl 3U-Ug 9 & TR
2 | UTeeh! § UTH 356.31 1@ 931 UgT foh™ 311 991 99 2006-2007 o fordl 227.83 @@ w03 g1 faxftar shaf=i
1 T TR T @1 Qe BT WTd § ShusT: 377 U o3 o &9 H feamn e qen s ugt o @ e
ud ‘g1 foRE A’ qeTe T
386.82 BT@ TIT <kl TR (770 a9 355.80 W1 ¥ ) o foreg, ShPeget SUTTosdi ahi U W fosdl STt TImeehi ol O
U3 W 53 ST o Tee ¥ 546.53 @R 9 (T a9 511.78 S T4 ) 1 9Tl gt foRmn alRea © |
31.3.2007 ! WfersT # =[AaH g1 T ot i fe JRR §
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Schedule ‘P’ — NOTES ANNEXED TO AND FORMING PART OF ACCOUNTS

(Contd...)
i) Major components of deferred tax assets and liabilities arising on account of timing differences are:
(Rs. in lakhs)
DEFERRED TAX
Particulars AS ON 31.03.2007 AS ON 31.03.2006
Assets Liabilities Assets  Liabilities
Depreciation 4033.08 3543.98
Provision for EL encashment 1420.72 1094.86
Technical know how 144.74 129.93
Excise duty 345.04 256.45
Sales tax 348.99 514.97
Gratuity 0.00 430.18
Voluntary Retirement Expenditure 1984.84 1183.88
Provision for Bad & Doubtful Debts and
advances 1155.65 1564.38
Provision for Wage revision arrears 1063.80 0.00
Others 1544.69 75.00
TOTAL 8008.46 4033.08 5249.65  3543.98

F) Disclosures as required under AS-29, Provisions, Contingent Liabilities and Contingent Assets :The details

of provision made towards the expenditure on warranty are as under :

(Rs. in lakhs)
Particulars On product On contracts
sales under AS-7
1. Opening Balance as on 01.04.2006 122.82 870.05
2. Provisions made during the year 179.66 612.62
3. Reversals made during the year 20.72 NIL
4. Closing balance as on 31.03.2007 281.76 1482.67

Provision towards warranty charges have been made @ 0.5% on sale of products. Warranty provision
@2% on the total income accrued upto 31.03.07 on contracts under AS-7 has been made wherever
required. No provision is considered necessary towards warranty costs where the systems are backed by
warranty with the vendors and where the project is a mechanical structure.

LEASE TRANSACTIONS(AS-19):

The Company does not have any assets as on 31.03.2007, which are taken on lease for its own use. At
the instance of the customers, computer systems have been acquired under lease agreements and are
sub-leased to the respective customers under separate sub lease agreements. The lease rental income
of Rs.356.31 lakhs received from the customers and lease rental payments of Rs.227.83 lakhs for the
year 2006-07 to the lease financing companies are accounted for as Income and Expenditure respectively
in the Profit & Loss Account and included under the heads “Income from Lease Rentals” and “Lease
Rental Payments” respectively.

Future lease rental obligation in respect of computer systems taken on lease and sub-leased to customers
is Rs.386.82 lakhs (Previous year Rs.355.80 lakhs), as against receivables of Rs.546.53 lakhs (previous
year Rs.511.78 lakhs).The quantum of future minimum lease payments as at 31.03.2007 is furnished
below:
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(¥73 REt 7)
R ERIHE 149.61
iy U ¥ W SATET S 5 aut | e e 237.21
iii) 5 oS | AT g

31afe o forw qof shfesied T2 1 31 & &9 | Ar=an 4 T I

ii) I 2006-07 % S HATHE o SMUR R IR T I e AU HaTE IgH i B a1 = Rl HI
foreferes fearéiie 3 fosu 4798 03 Hear o1 3% o1 e fon 21 Seftenéue g ume ford) o aftaferat (3 gea 604
ST T HE AT 8 9 W {F3 T (Y 1550 FRE €93) S i€t & rgel | 1 8, 371 32 fofi
U5 % ¥ § G@Iohd ToRd TR (HIhTere /So )| Shudeie! SR |iY 181 T i 132l ol SIS L At
Freffea wmgel w =g ufensmn fadsr, 2006 8 SATRIAS 21 9T A7 g foe aen st ¢ ug e e
o wferss o ad & Ta 1 qT == B q=rar §F S enft, S e g -

(73 @t §)
Foraror w1 ferrer B wgt ferra
3 (UTe AT =T (3T A1)
() U9 o a1E Tl 876.40 646.68
(i) T oS & =T 9T 5 91 & U8 Tl 1314.61 970.02
(iii) o= =i % =g I NS

5. HETAETTd [ sfdt
Tt qorm fudieh IR § SH] HaT Ugid S HRdT SETdTes TR 3R g & T e gfdeai
IS | ! § e STIATE ST TRl | 3T Yooh oh STTER W START i T8 HISuAa el / Suet qon Iuced Higuaaud
/ ST ATE T @ FHHRT: ST T HISE oh foeg, THTRISH SR Tohall ST & | 30 o STJER, ARG A1e
3ifom @e T foran san & qen foreft fomftar wmar o o | et 35 oft STgee 7 o wekd! TR oft sTeefiaTE
HRTERH e o Tt TgTeA | o fafsat wafea 76 g

6. TETIAT I
31-3-2007 ! = 7 foRalT T TR TETIGT STgEH 1201.86 BRE ¥ (T4 99 1380.63 B ¥4 =6, 4¥amd U
A - G - S o A [+ GHRISH o TYE

(¥ @t 7)
fomrror o9 & 3 a9 & 27
31.03.2007 31.03.2006
) a9 ok RO TTeET 456.00 677.00
iii) oY o SR AT 23.00 40.00
iii) oY o SR AR €9 W T (AT

T) TR Te 527.76 856.38
&) gsfima we 113.11 62.34

iv) oY % SR T A R T A it kw9 "
S (U1 o1 A 29.10 43.13
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Schedule ‘P’ — NOTES ANNEXED TO AND FORMING PART OF ACCOUNTS

(Contd...)
(Rs. in lakhs)
i) Not later than one year 149.61
ii) Later than one year and not later than 5 years 237.21
iii) Later than five years NIL

The total contingent rents recognised as income for the period is NIL

ii) During the year 2006-07, the company has taken up for execution, a contract valuing Rs. 4798 lakhs
for Kerala Motor Vehicles Department (KMVD) for implementation of Fully Automated Services of Transport
Department on BOMT basis. The assets procured by ECIL (Fair Value of Rs. 604.00 lakhs) together with
the assets taken on lease from Business Associate (Value Rs.1550.00 Lakhs) have been deployed at
various sites of KMVD, and accounted as a financial lease (by a manufacturer/dealer lessor). The project
is operational from September, 2006, at all designated sites, except at three centres which could not be
handed over by KMVD. The lease rentals receivable and corresponding lease rentals payable for which
service income and expenditure are to be recognized in future years are given below :

(Rs. in lakhs)
Particulars Lease rentals Lease Rental
Service income Expenditure
(Receivable) (Payable)
i) Not later than one year 876.40 646.68
ii) Later than one year and not later than 5 years 1314.61 970.02
iii) Later than five years NIL NIL

5. CENVAT/VAT:

Treatment of CENVAT and VAT as suggested by Institute of Chartered Accountants of India in its Guidance
Notes, could not rigidly be followed in view of the practical constraints.  CENVAT/VAT credit utilised and
CENVAT/VAT credit available are accounted through adjustments against consumption and inventory/capital
assefs respectively. By the above, the ultimate objective of the relevant Guidance Note is achieved and there
is no significant financial impact on the results for the year.

6. GRANTS-IN-AID

Unspent balance of Government Grants-in-Aid Rs.1201.86 lakhs as on 31.03.2007 (Previous year Rs.1380.63
lakhs) under Current Liabilities and Provisions— Schedule—J is after consideration of the following adjustments:

(Rs.in Lakhs)

Particulars Year ended Year ended

31.03.2007 31.03.2006
i) Receipts during the year 456.00 677.00
i) Refund during the year 23.00 40.00

i) Actually utilized during the year towards:

a) Revenue ltems 527.76 856.38
b) Capital ltems 113.11 62.34

iv) Allocation of Interest (Credit) towards unspent
balance of Grants during the year. 29.10 43.13
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Schedule ‘P’ — NOTES ANNEXED TO AND FORMING PART OF ACCOUNTS

(Contd...)

7. INVENTORIES:

i) Inventory includes
a) Material with sub contractors amounting to Rs.8.51 lakhs (previous year Rs.2.22 lakhs) and
b) Finished goods amounting to Rs.13.11 lakhs (previous year Rs.3.66 lakhs) sent on Exhibition /

Approval / Demonstration.

i) Surplus materials have been valued at 15% of their book value on the basis of their future usability as per
Accounting Policy resulting in the reduction of inventory by Rs. 6.69 lakhs (Previous year Nil).

As per the Accounting Policy, the reduction in the value of non-moving inventory (excepting CSD stocks)
is  Rs.25.00 lakhs (previous year Rs.12.37 lakhs) and in respect of CSD stocks, the inventory has been
reduced by Rs.80.51 Lakhs (previous year Rs.106.24 lakhs).

iii) Deration of Work-in-progress and Finished Goods: Work-in-progress and finished goods are derated
towards obsolescence by Rs.134.26 lakhs (previous year Rs.52.37 lakhs).

8. a) Cash credit, working capital and short term loans from Banks are secured by first charge by way of

hypothecation of Raw Materials, Stores and Spares, Work-in-Progress, Finished Stock, Book Debits, Fixed
Assets and Equitable Mortgage on Land and Buildings, ranking parri passu amongst the consortium
Member banks.

b) Sundry Creditors include Rs. 1273.93 lakhs payable to ECIL Rapiscan Ltd., (JV Company) under deferred
credit terms towards procurement of materials, for MSTD project. As per the agreement with JV, ECIL
will offer the same as security, by way of Hypothecation, in favour of State Bank of Hyderabad, from
whom JV secured term facility for financing the procurement and delivery to ECIL. Registration of the
charge in favour of this Bank is in the process.

9. Sundry Debtors as on 31.03.2007 include Rs.3059.85 lakhs (previous year Rs. 3371.95) towards amounts
receivable from M/s. Indian Telephone Industries Limited, a sick unit.  The Company is confident of recovering
the amount and hence no provision is considered necessary.

10. The company has paid/provided income tax and sales tax as per the returns filed and/or assessments completed
(except those claims disputed and in appeals). The liabilities that may arise at a future date, if any, in respect
of Assessments/Appeals pending, will be accounted on final settlement. Disputed liabilities are shown under
contingent liabilities.

11. Sales for the year include
i) goods valuing Rs.341.64 Lakhs which are in deliverable condition and are retained at the instance of

the customers in terms of Accounting Policy A(iii). Further, goods retained in earlier years at the request
of the customers worth Rs.7324.15 lakhs (Previous year Rs.13558.25 lakhs) are also awaiting dispatch
as on 31.03.2007.

i) goods valuing Rs.1591.40 lakhs (previous year NIL)which are transferred to bonded stores awaiting field
testing as per Accounting Policy Alii).

12. Revenue has been recognized on the supplies of EVMs to Election Commission of India at Rs.8,670 per unit
(excluding taxes & duties), pending recommendation of the price by Price Review Committee of ECI.

13. Sales for the year include Rs. 1573.79 lakhs being the income from services rendered to a customer under
a Build, Own, Operate and Replenish (BOOR) Contract. The Project is operational from October, 2006.
Though the formal contract has not yet been signed, bills have been raised and accounted on the basis of
work orders received and the same are under process.

14. Salaries and wages include Rs. 1064 lakhs towards adhoc provision for impending wage revision with effect
from 01.01.2007
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Schedule ‘P’ - NOTES ANNEXED TO AND FORMING PART OF ACCOUNTS
(Contd...)

15. Others:

i) Rs.128.64 lakhs received from Nuclear Fuel Complex by way of interest free deposit for Investment in the
shares of APGPCL is shown under Current Liabilities and Provisions (Schedule — J). In pursuance of the
demand for wheeling charges from APTRANSCO under Electricity Act, 2003, an amount of Rs.145.91
lakhs (previous year Rs.133.05 lakhs) is provided in the books, considering the number of units consumed

for the period 10.06.2003 to 31.03.2007.
ii) Contingent liabilities:

All known liabilities have been duly provided for, except the following:

(Rs. in lakhs)
As at As at
Particulars 31.03.2007 31.03.2006
a) Letters of Credit (Net) 9151.53 2208.43
b) Bank Guarantees 3644.04 1843.27
c) Corporate Guarantees favouring Govt. Depts./PSUs 27899.53 27855.60
d) Indemnity Bonds 26110.99 22482.42
e) Guarantee on behalf of employees 0.78 1.32
f)  Court/Arbitration cases 144.08 168.20
g) () Demands from Government authorities contested
by the Company before appropriate authorities
not provided for in respect of
e  Property Tax/Vacant Land Tax NIL 91.33
e Excise/Customs (including Stay Petitions pending) 48.12 607.14
o Service Tax 1.77 NIL
e Income Tax 6450.77 6316.25
e Sales Tax (including Stay Petitions pending) 126.34 164.97
e Licence fees to All India Radio 248.33 248.33
(i) Appeals filed by the Govt., departments
against the Company in respect of
e Central Excise 90.48 90.48
e Service Tax NIL 1253.84
e Income Tax 123.27 123.27
h) Estimated amount of contracts remaining to be executed on
capital account and not provided for (net of advances) 1225.51 830.70

i) Liquidated damages not provided for 10.72 43.87

i) Claim by DTC in respect of reactivation charges collected by
M/s.SARK Systems India Limited(Business partner) from

bus pass holders under dispute 102.64 102.64
iii) Expenditure in Foreign Currency (excluding provision)
(Rs. in lakhs)
2006-2007 2005-2006
Foreign Travel 109.99 167.49
Others 0.00 0.55
TOTAL 109.99 168.04

11/30/2007, 11:35 AM ‘
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Schedule ‘P’ — NOTES ANNEXED TO AND FORMING PART OF ACCOUNTS

(Contd...)
iv) Export Earnings: (including Deemed Exports)
(Rs. in lakhs)
2006-2007 2005-2006
Exports — Products 674.69 1338.98
TOTAL 674.69 1338.98

v) Sundry Creditors include an amount of Rs.156.70 lakhs (previous year Rs.87.32 lakhs) being the
outstanding dues to Small Scale Industrial undertakings. The names of the Small Scale Industrial
undertakings to whom the Company owes a sum which is outstanding for more than 30 days are given
in the Annexure-I.

The Company will be providing for interest as required under the Small Scale and Ancillary Industries
Undertaking Ordinance, on acceptance of claims made by such SSls in the respective accounting years.

vi) Fixed deposits include

e Rs.4450.00 lakhs (previous year Rs.4000.00 lakhs) lien marked towards margin money on Bank
Guarantees issued.

e Rs.2200.00 lakhs (previous year Rs.1121.00 lakhs) lien marked towards margin money on Letters
of Credit established.

e Rs.2200.00 lakhs (previous year Rs.2500.00 lakhs) lien marked towards overdraft facility sanctioned.
However, there was no overdraft outstanding as on 31.03.2007.

vii) Confirmation letters to Sundry Debtors were sent and a few confirmations have been received.

viii) Figures relating to previous year are either suitably regrouped or recast wherever considered necessary
to conform to the current year’s classification.
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Schedule ‘P’ - NOTES ANNEXED TO AND FORMING PART OF ACCOUNTS
(Contd...)

16. BALANCE SHEET ABSTRACT AND COMPANY'’S GENERAL BUSINESS PROFILE
(As per notification No.GSR 388(E), dated 15.05.1995)

I. Registration Details
Registration No.01149, Dt.11.04.1967-AP State Code: 01 Balance Sheet Date: 31 March, 2007
Il. Capital raised during the year (Amount in Rs. Lakhs)
Public Issue _ Rights Issue
Bonus Issue __ Private Placement
(President of India)

[11. Position of Mobilisation and Deployment of Funds (Amount in Rs. Lakhs)

Total Liabilities 46407.72  Total Assets 46407.72
Sources of Funds:

Paid-up Capital 15488.12  Reserves & Surplus 30070.60

Share Money Pending Allotment 849.00  Unsecured Loans —

Secured Loans —  Deferred Tax Liability (Net) —
Application of Funds:

Net Fixed Assets 7698.16  Investments 164.64

Net Current Assets 37206.81 Misc. Expenditure —

Accumulated Losses —  Deferred Tax (Asset) (Net) 1338.11

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

Turnover and Other Income 103945.34  Total Expenditure 84691.37

+/- Profit/Loss Before Tax 19253.97  Profit/Loss After Tax 12837.04

Earning Per Share in Rupees — Basic  828.83  Dividend rate % 20

Earning Per Share in Rupees - Diluted 821.33
V. Generic Names of Principal Products/Services of the Company (as per monetary terms):

Heading H.S. I.T.C(H.S)

No. Code Code Product Description

84.71 Computer based System for Real time, Specific and Business Applications,

84.73 Software and Consultancy Services, Spares and Maintenance Services and

8471.20 847120.09  Personal Computers.

84.69

84.71

85.25 Radio Communication Systems to cater to Strategic Sectors comprising HF/

85.28 VHF/UHF Receivers and Transceivers, Satellite TV receiver only and special MW
components such as VCO, lIsolators, Circulators, PLOs, Switches, Amplifiers,
Filters, etc.
Design, Development, Fabrication, Production, supply & erection of a variety of
Antenna Systems.

84.01 Industrial and Analytical Instruments, Security Systems comprising CCTV Fire
84.70 Alarm and X-ray Baggage Inspection Systems, Electronic Energy Meters, Special
Systems and Fibre Optic based systems.

85.32
85.33
85.41 Hybrid micro-circuits, Tantalum Capacitors, Semiconductor Components,
9022.19 Printed Circuit Boards, Technical Ceramic Components and Potentiometers.
90.30
90.31
90.32
9022.31 902221.00  EAST Packages for Thermal Power Plants, Data Acquisition systems, Tele
854310.09  supervisory systems, Control and Instrumentation equipment, Servo Systems,
903289.04  Electro mechanical systems and Industrial Controls.
85.43
84.72
90.22
Accounting Policies, Schedules A to P form part of the Accounts

for and on behalf of the Board As per our report of even date attached
or SATYANARAYANA & CO.,

W ' kg@’_@@ Chartered Accountants
U VISHNUMURTHY K S RAJASEKHARA RAO CH SESHAGIRI RAO

Director (Finance) Chairman & Managing Director Partner

Place : Hyderabad M No.18523
Date :24.07.2007
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NAME OF THE SMALL SCALE INDUSTRIES

ANNEXURE - |

TO WHOM AMOUNTS ARE OUTSTANDING MORE THAN 30 DAYS AS ON 31.03.2007

(Rupees in lakhs)
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S.No. Name of the Supplier Amount
1 A B Industries 0.08
2 Aggarwal Fastners Pvt Ltd 1.35
3 Allied Electronics Corporation 0.95
4 Alprint Industries 0.56
5 Amphenol Interconnect India Pvt Ltd 1.31
6 Andhra Machine Tools 0.01
7 Ardi Industries 0.03
8 Associated Engg Corporation 0.06
9 Aswathi Engineering 0.01

10 Connectwell Industries Pvt Ltd 2.33
11 Cosmic Engineering Enterprises 0.14
12 D B Power Electronics (P) Ltd 1.80
13 Design & Assemblies Inc 0.01
14 Electro Engineering Enterprises 0.42
15 Electro Magnetic Cores & Coils 0.19
16 Electro Magnetic Devices 6.90
17 Elmatronic Devices Inc 0.40
18 Eskay Enterprises 1.49
19 Excel Hydro-pneumatics Pvt Ltd 0.01
20 Farcom Cable Systems Pvt Ltd 0.01
21 Fastener Manufacturer Pvt Ltd 0.03
22 Hita Technology Pvt Ltd 0.53
23 Hitech Engineering Pvt Ltd 2.45
24 Hitech (India) Private Limited 0.27
25 Hiten Automatives 0.29
26 Hyderabad Electroplating Works 0.20
27 Hyderabad Wires & Filaments P Ltd 0.03
28 Jaya Engineering 0.14
29 Jaya Enterprises 0.19
30 Jaya Industries 0.26
31 Kumar Enterprises 0.18
32 Madhubabu Industries Pvt Ltd 0.12
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43 Fdl gOFIE SRS FHUHE 0.18
44 TH AR TEE 0.02
45 O g 0.05
46  HIEHAG AN SSEE 0.02
47  HooR A fafiee 1.10
48  WER UioHlesd 0.17
49  UES I UEae fefiee 0.03
50  INfd R A 0.29
51 Ty sowertea 0.40
52 Wiudhies Uew fo. 0.31
53 ot ORedl gt 0.08
54 = TET GedeE 0.01
55  off foede sediae Ufdn adha 0.27
56 off foeme seifad 0.05
57  of fasn sedm 0.07
58 Sfifamdn e e 0.04
59 G WS Tl 0.07
60 I heed UTEAe fofiee 0.07
61 35U AN g 1.25
62 ek IRINT Tedy ugae fofiee 0.01
63 ORI 0.23
64 et fafeerm 0.06
65 3T (¥.500/- § FH) 0.01
K3 37.73
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NAME OF THE SMALL SCALE INDUSTRIES

ANNEXURE - |

TO WHOM AMOUNTS ARE OUTSTANDING MORE THAN 30 DAYS AS ON 31.03.2007

(Rupees in lakhs)

‘ ECIL_AnnualReport_241107_2C.pmd

S.No. Name of the Supplier Amount
33 Naveen Udyog (Hyd) 0.03
34 New Sampson Springs Industries 0.12
35 Perfect Automats 0.04
36 Pooja Metal Finishing 0.14
37 Protectron Electromech Pvt Ltd 0.05
38 Pyrotech Electronics Pvt Ltd 0.96
39 Ramachandra Rubber Works 0.52
40 Rams Engineering Works 0.02
41 Rato Communications And Electronics 3.11
42 Rei Company 5.20
43 Revathy Electronic Equipment & Components 0.18
44 S R Industries 0.02
45 Saini Electronics 0.05
46 Saikamal Engineering Industries 0.02
47 Salzer Electronics Limited 1.10
48 Sarada Polymoulds 0.17
49 Servel Udyog (P) Ltd 0.03
50 Shanthi Timer Mart 0.29
51 Sivananda Electronics 0.40
52 Southfield Paints Ltd 0.31
53 Sri Maruthi Electroplating 0.08
54 Sri Rama Enterprises 0.01
55 Sri Thirumala Industrial Painting Works 0.27
56 Sri Tirumala Engineers 0.05
57 Sri Vijaya Industries 0.07
58 Srinivas Metal Finishers 0.04
59 Suresh Metal Finishers 0.07
60 Techno Cables Pvt Ltd 0.07
61 Uday Engineering Works 1.25
62 Unique Engineering Enterprises Pvt Ltd 0.01
63 Veratroniks 0.23
64 Zentronic Systems 0.06
65 Others (Less Than Rs.500/-) 0.01

Total 37.73
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(¥ @t )
kSl
T GG, A e s T
oo af % EH a9 %k gRF 31.03.2007 |31.03.2007 |31.03.2007 31.03.2006
01.04.2006 Afafttral/  werfaat/ Eak o) sk EJRTD0) =i fera
EARIH] RIS I DISC AT Teag™
T 9 SeFores gl 58.71 58.71 29.74 28.97 29.92
RIiCES] 9.61 9.61 7.66 1.95 2.21
EiC] 47.68 1.08 48.76 37.23 11.53 11.86
S 116.00 1.08 - 117.08 74.63 42.45 43.99
GECL 116.55 1.12 1.67 116.00 72.01 43.99 46.06
T
\EE| affer oM Wl fafhem HEM @@ 31.03.2007  31.03.2006
weEd  gfaud gfgemd gfgemd * FuFas = fem =1 feor
BIERECrE nfafatert TS IS
o, TG 3R 3 @ 2022 264.57 284.79 273.08
Taferen == 419.04 419.04 374.94
UG / 3Tert a1 3usi 4.58 4.58 3.82
T o T 0.00 1.40
ferem 9.72 0.03 9.75 9.75
qoIg™ 0.27 0.95 1.40 2.62 3.20
TeT U9 - HIZF 5 132.38 132.38 157.50
YR, T 3T ST 0.00 2.05
a2 <l afagfd 325.22 325.22 328.26
T HEr=rn 154.16 154.16 145.82
fafay 66.72 66.72 102.32
B 457.87 9.72 0.95  443.87  420.13 66.72 1399.26 1402.14
HeTd : Fgfoal 36.89 4.27 47.25 88.41 88.89
S 420.98 5.45 0.95  443.87 372.88 66.72 1310.85 1313.25
T a9 460.29 5.51 0.95  399.00 34518  102.32 1313.25 1260.31
* Fiferferes STEvEeRdTet ¥ SR

Feoauft : 3 e, wia aeRR, fom wanes o aftus o STgERoT & € e SRl aeh sha o ohal | e |, 2, 1T TS et
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SCHEDULE ‘Q" EXPENDITURE ON SOCIAL OVERHEADS

( As required by Government of India, Ministry of Finance, O.M. No.BPE-I(17) ADV(F) dated 05.03.1969)
(Rupees in Lakhs)

CAPITAL
GROSS BLOCK NET BLOCK
Cost as at  Additions/ Deductions/  Total Cost | Deprecia- As at As at
Particulars 01.04.2006 adjustments  adjustments as at tion upto | 31.03.2007 31.03.2006
during the during the 31.03.2007 |31.03.2007
year year
School & Educational Facilities 58.71 58.71 29.74 28.97 29.92
Transport 9.61 9.61 7.66 1.95 2.21
Canteen 47.68 1.08 48.76 37.23 11.53 11.86
TOTAL 116.00 1.08 - 117.08 74.63 42.45 43.99
Previous Year 116.55 1.12 1.67 116.00 72.01 43.99 46.06
REVENUE
Particulars Subsidised Housing Education- Medical Social and Total Total
transport facilities al facilities  facilities *  Canteen Cultural as at as at
activities | 31.03.2007 | 31.03.2006
Salaries, Wages & Other Benefits 20.22  264.57 284.79 273.08
Medical Expenses. - 419.04 - - 419.04 374.94
Consumption of Stores/Medicines 4.58 4.58 3.82
Repairs and Maintenance - 0.00 1.40
Rent 9.72 0.03 - - 9.75 9.75
Depreciation 0.27 0.95 1.40 2.62 3.20
Hire Charges - Contract Buses 132.38 132.38 157.50
Rates, Taxes & Insurance 0.00 2.05
Reimburs. of Conveyance expns. 325.22 - - 325.22 328.26
Subsidy - 15416 - 154.16 145.82
Miscellaneous - 66.72 66.72 102.32
Total 457.87 9.72 0.95 443.87 420.13 66.72 1399.26 1402.14
Less: Recoveries 36.89 4.27 47.25 - 88.41 88.89
Total 420.98 5.45 0.95 443.87 372.88 66.72 1310.85 1313.25
Previous Year 460.29 5.51 0.95 399.00 345.18 102.32 1313.25 1260.31

* Over and above the statutory requirements

NOTE : The above schedule is pursuant to Government of India, Ministry of Finance circular and the figures of expenditure,
income and recoveries have been collected to the extent practicable from the Accounts of the Company. The
expenses have been shown in the individual primary heads in the Profit & Loss Account.

c
U VISHNUMURTHY
Director (Finance)

Place : Hyderabad
Date :24.07.2007
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for and on behalf of the Board

a0

/
K S RAJA

Co»

SEKHARA RAO

Chairman & Managing Director
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2006-2007 2005-2006

e AR 9 Tehe TaTe
% Tee e o/ (711) Td mmeme ue 19253.97 5204.42

= o foru gamESE
eI 1205.74 851.02
fafag == 14.81 42.82
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IS IR SIS 3T 29.10 43.13
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0Tt e STl W gfy /e -7.21 351.53
TG H 3c0F Ahe 9702.63 -1352.61
AT foRaT Terrehl SRR 3[eeh -11.81 -17.00
AT feRa €eft -4059.52 -2257.94
TR foRat TR STEH 456.00 677.00
TR 3TgEH -23.00 -40.00
ﬁ%ﬁﬁﬁmﬁqﬁr@l 31T o TIfeT 3T 1 3TN -581.51 -856.38
ST a1 o TEeh Tohdl JaTg 5482.79 -3846.93
TR T4 — —
e tafateEt @ e Twe 5482.79 -3846.93
. T v @ e ware

Fora amfeat =1 36 (113.11 1 T o 3TgeM § aftifosd) -1912.95 -652.38
forra smfee i forsht 4.60 45.48
FITE 1 AR — —
Hrtey fora enfeqat e st ol wfa & - 475.18 -643.79
Tt &t afterar o e T — 0.00
EILEIE 1589.85 1385.57
ITH BT 36.75 29.40
Fraw nfafafea @ faw g 193.43 164.28

. ot wfafafer & T wam
IR S Y S | gfg 849.00 900.00
Feh! | Tt 01§ ghy — —
ozt STt 1 g Srerrd — —
TE AR -845.33 -742.56
T BT -118.56 -104.14
Torfra wfafafert @ v fae Twe -114.89 53.30
TS T The JoaHE W 95 I3 5561.33 -3629.35
Tohe Tal Tohe qead= (Y Teha 99 18940.94 22570.29
ke Td Tohg Jead (3fa TR 9iw) 24502.27 18940.94

F T A A AR D

7, fersupfa .09, TST9ER T
Frezes (o) 18] Ud gy s

H: REETs

: 24.07.2007
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CASH FLOW STATEMENT FOR THE PERIOD ENDED 31st MARCH, 2007

( Rupees in Lakhs )

2006-2007 2005-2006
A. CASH FLOW FROM OPERATING ACTIVITIES
NET PROFIT/(LOSS) BEFORE TAX & EXTRAORDINARY ITEMS 19253.97 5204.42
Adjustments for :
Depreciation 1205.74 851.02
Miscellaneous expenditure 14.81 42.82
Foreign Exchange 4.62 50.94
Interest allocation towards Grants 29.10 43.13
Dividends received -36.75 -29.40
Profit on sale of fixed assets -4.45 -41.74
W-off/decapitalisation of assets 54.91 0.00
Interest received on Short Term Deposit Receipts -1589.85 -1385.57
Operating profit before Working Capital changes 18932.10 4735.62
Increase/Decrease Sundry debtors -19402.22 -21395.70
Increase/Decrease Current liabilities 8192.91 18900.04
Increase/Decrease Provisions 1160.93 -2884.78
Increase/Decrease Inventories 826.12 -1059.32
Increase/Decrease Loans and advances -7.21 351.53
Cash generated from operations 9702.63 -1352.61
Technical know how fee paid -11.81 -17.00
Direct taxes paid -4059.52 -2257.94
Grants received 456.00 677.00
Grant returned -23.00 -40.00
Grants utilisation towards VRS & others -581.51 -856.38
Cash flow before extraordinary items 5482.79 -3846.93
Extraordinary items — I
Net cash from operating activities 5482.79 -3846.93
B. CASH FLOW FROM INVESTING ACTIVITIES
Purchase of fixed assets(including from grant Rs.113.11 lakhs) -1912.95 -652.38
Sale of fixed assets 4.60 45.48
Acquisition of companies — —
Fixed assets in transit and capital work in progress 475.18 -643.79
Amt. received on maturity of Investments — 0.00
Interest received 1589.85 1385.57
Dividend received _36.75 2940
Net cash from investing activities 193.43 164.28
C. CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from issue of Share Capital 849.00 900.00
Proceeds from term loan from Banks — —
Repayment of finance lease liabilities — —
Dividend paid -845.33 -742.56
Dividend tax paid -118.56 -104.14
Net cash used in financing activities -114.89 53.30
Net increase in cash and cash equivalents 5561.33 -3629.35
Cash and cash equivalents (Opening Balance) 18940.94 22570.29
Cash and cash equivalents (Closing Balance) 24502.27 18940.94
Note : The above statement has been prepared under indirect method except in case of interest, dividend, purchase and

sale of investments/Fixed Assets and Taxes, which have been considered on the basis of actual movement of cash,

with corresponding adjustments in Assets and Liabilities.

for and on behalf of the Board

W 3 o0 (o
U VISHNUMURTHY KS RAJAS|EKHARA RAO
Director (Finance)

Place : Hyderabad

Date

: 24.07.2007
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Chairman & Managing Director

As per our report of even date attached

for SATYANARAYANA & CO.,

Ch;Zered Accountants
SESHA

M No.18523
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AUDITORS’ REPORT

To

The Members of

Electronics Corporation of India Limited
HYDERABAD

We have audited the attached Balance Sheet of
Electronics Corporation of India Limited (ECIL),
Hyderabad, as at 31 March, 2007 and also the Profit
& Loss Account and the Cash Flow Statement for the
year ended on that date annexed thereto. These
financial statements are the responsibility of the
Company’s management. Our responsibility is to
express an opinion on these financial statements based
on our audit.

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

B) As required by the Companies (Auditor’s Report)
Order, 2003 issued by the Government of India in
terms of Section 227(4A) of the Companies Act,
1956 and on the basis of such checks as we
considered appropriate and according to the
information and explanations given to us, we annex
hereto a statement on the matters specified in
paragraphs 4 and 5 of the said order.

C) Further to our comments in the annexure referred
to in paragraph (B) above, attention is invited to
the following:

i) Note No. 3(B) in Schedule ‘P’ regarding non-
compliance of disclosure requirements of
Accounting Standard (AS)-17 on *Segment
Reporting” for the reasons stated therein;

i)  Note No: 3(C) in Schedule P’ regarding non-
compliance of disclosure requirements of AS-
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Annexure-lll to the Directors’ Report

Company’s Replies to the Auditor’s
Qualifications / Reservations

Disclosure of quantitative particulars in the Annual
Accounts as required under Schedule VI of the
Companies Act 1956 was exempted by Ministry
of Company Affairs. Therefore it is considered not
prudent to disclose segment wise details as required
under AS-17, in view of the strategic nature of the
Company’s activities. Such non-disclosure has no
financial effect.

The note referred to by the Statutory Auditors is self
explanatory.
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AUDITORS’ REPORT

Company’s Replies

i)

18 on "Related Party Disclosure’ for the reasons
stated therein;

Note No: 12 in Schedule "P’ regarding
Recognition of Sale of EVMs at Rs.8670 per
unit, pending recommendation of the final price
by the Price Review Committee;

Note No: 14 in Schedule P’ regarding adhoc
provision of Rs.1063.80 lakhs towards
impending wage revision due from
01.01.2007 and inclusion of the same in
salaries and wages;

Note No: 15(i) in Schedule “P’ regarding
deposit received from NFC for the purpose of
Investment in APGPCL. Pending settlement of
issues between NFC and the Company with
reference to investment in shares and its
ownership, the amount deposited has been
exhibited under *Current Liabilities’.

Our comments on the Financial Statements

2006-07 are as under:

1)

a) Reference is invited to Accounting Policy A
on “Revenue Recognition”:
In FOR Destination and Ex-works cases,
particularly for the year end transactions,
revenue is recognized on the assumption
that the goods would have reached the
destination and/or the risk and rewards
associated with ownership have been
passed on to customers before the year
end, for which there is no evidence. Even
for partial shipments in a composite
contract, Revenue is recognized on line
entry basis assuming transfer of title to
goods and risk and rewards associated
with ownership to the extent of partial
supplies made though complete
obligations envisaged in the order are yet

to be fulfilled.

In our opinion, such recognition is not
strictly in line with the provisions of
Accounting Standard (AS)-9 on Revenue
recognition. We are not in a position fo
quantity the valve of goods that have not
fulfilled the key criterion for Revenue
Recognition within the meaning of AS-9
on Revenue Recognition and its impact on
the financial statements.
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Revenue has been recognized on the basis of prices at
which EVMs have been supplied in 2003-04 and the

company is confident of realizing the same.

In the absence of any guidelines, provision has been
made on estimated basis.

The note referred to by the Statutory Auditors is factual
and is self explanatory.

The accounting policy followed by the Company in
regard to recognition of revenue is in line with the various
opinions issued by the Expert Advisory Committee of
ICAl. While accounting income relating to FOR
Destination contracts and in particular the year end
dispatches, reasonableness of time for the goods
reaching the customers has been ensured.
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2)

Reference is invited to Accounting Policy
Aliv):

In respect of turnkey/other contracts
covered under AS-7 ‘Construction
Contracts’ the policy (A-iv) envisages
revenue recognition (i) even if the normal
cycle time for completion is twelve months;
(ii) including the cost of materials procured
but not meant for construction of the asset,
but for supplies in the normal course; (iii)
including stand alone service contracts
where the service becomes chargeable on
line entry basis on completion and
acceptance.

In our opinion, all the above are outside
the scope of AS-7 and are covered under
AS-9 ‘Revenue Recognition’. /n our
opinion, recognizing revenue on the basis
of above policy which is in deviation to
AS-7 has resulted in overstatement of the
sales and debtors by Rs.2025.75 lakhs,
overstatement of Profit Before Tax(PBT) by
Rs.707.92 lakhs and understatement of the
inventory by Rs.1317.76 lakhs.

Reference is invited to Accounting Policy-
R(b) on *Leases”:

As against the laid down treatment of
finance leases vide paragraphs 26, 27 and
32 of Accounting Standard (AS)-19, the
company policy envisages treatment of all
finance leases to be by manufacture/
dealer lessor (paragraph 32 of AS-19),
which in our opinion, is contrary fo AS-19.
In our opinion, freating the assets taken
on finance lease for the purposes of sub-
leasing to customers also as Company’s
normal sale is not envisaged in Accounting
Standard-19. The policy needs to be

reviewed.

Reference is invited to Note 4(ii) regarding
Kerala Motor Vehicles Department (KMVD) -
FAST Project under *BOMT’ basis:

For implementing the “Build Own Maintain

Transfer” (BOMT) Contract, the company and

its Business Associate (BA) have invested Rs.604
lakhs and Rs.1550 lakhs respectively in the
project. The company enfered into a back to
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The Accounting Policy for recognition of income for long
term contracts is in line with Accounting Standard — 7.
Para 4(a) of Accounting Standard-7 provides for
recognition of services directly related to the construction
of the asset. Similarly materials specifically procured
for the contract have been included as part of costs as
per para 30(a) of Accounting Standard -7 and
accordingly revenue is recognised.

The leasing activity is undertaken by the Company in
the course of its normal business and hence, para 32
of Accounting Standard -19 is the basis for the
Accounting Policy.

The KMVD transactions have been accounted as per
the provisions of Accounting Standard -19 only.

@
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back agreement with BA on the lines of
Contract with KMVD. The company considered
*BOMT’ contract as a ‘Financial Lease” within
the meaning of AS-19 ‘Leases’ and to enable
lease accounting, entered info a lease
agreement with BA on 10.03.2007 much after
the implementation of the project according
to which the company became lessee to the
extent of investment by BA and in turn
considered it as a sub-lease to KMVD. The
company accounted for the investment by BA
as its consumption and created a liability for
Rs.1550 lakhs. Consequently the company not
only treated its own investment in the project
as a deemed lease but also included the
investment of BA which it took under finance
lease, as deemed finance lease and
considering both as manufacture/dealer lessor,
the entire amount of Rs.2168 lakhs as sale
income for the year 2006-07 with a
corresponding expenditure of equal amount
being the joint investment. Thus, treating the
ownership and risks rewards transferred to
KMVD in 2006-07 itself, though as per terms
of contract, the title to goods is to be transferred
to KMVD at the end of three years contract
period.

In view of the above complex accounting and
interpretation of the Accounting Standard (AS)-
19 adopted, we do not wish to give any opinion
on the correctness or other-wise of the
accounting freatment including recognition of
sale and debtors and consumption and
crediifors and the disclosure made in the nofes
in this regard.

Service Income from KMVD Project (Read with
Para 2 above):

As per contract with KMVD as discussed in
para-2 above, the 3 years contract period
commences from ‘Go Live’ date accepted and
certified by KMVD. “Go Live’ means
acceptance of all the sites included in the
project as “Fully Operational” on the basis of
certificate to be issued by KMVD. KMVD is yet
to give ‘Go Live’ certificate and the date of
commencement of 3 years contract period is
yet to be confirmed by KMVD. Though ‘Go Live’
certificate of all sites is still to be issued which
forms the basis for commencement of 3 years
contract period, the company considered the
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All the activities relating to the project have been
completed before the “Go live” and bills have been
raised except for a few instances where the centers had
not been handed over by KMVD to the company. KMVD
had already communicated that claim for payments is
also under process.
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commencement date from September 2006
and recognised income for two quarters
amounting to Rs.799.64 lakhs and provided
an expenditure of Rs.581.68 lakhs being the
share of Business Associate. Further, no
payment is received from KMVD +ill date.

In our opinion, such a recognition of income
and expenditure is premature, against the
accrual concept and not strictly inline with the
terms of contract. This has resulted in
overstatement of Revenue and debtors by
Rs.799.64 lakhs, expenditure and liability by
Rs.581.68 lakhs and a consequential over
statement of PBT by Rs.217.96 lakhs

4) Reference is invited to Note 13 in regarding
service income recognized under BOOR
contract of Maharashtra Sales Tax Department
(MSTD) and agreement to be entered:
As per the terms of work order, the company The company has discharged its responsibility and
has to enter into an agreement with MSTD for  informed to MSTD to declare the “End of Transition” as
agreeing and deciding on the terms including  30.09.2006. In response to this, MSTD had
“the date of end of transition period” and “the  communicated that the IT infrastructure has been
date of commencement of contract duration”.  installed as per the tender specifications and is working
As on date, the above issues are yet to be since 20.09.2006.
resolved and decided, which in our opinion,
are essential to establish the “right to claim
and right to accrue’ any income on the project
as per ‘Accrual Concept’.

Notwithstanding the above pending issues,
based on company’s letter informing MSTD to
declare the ‘end of transition period” as 30"
September, 2008, thereby considering the
commencement of contract duration datfe as
01.710.2006, the company recognized an
income of Rs. 1022. 79 lakhs for the period from
October 2006 to March 2007 including for the
minimum assured transactions. It also
recognized income of Rs.410.80 lakhs for the
period from January 2006 fo September 2006
(the period before the assumed date of
commencement of contract duration) for which
no confirmation is available from MSTD. It also
recognized service income of Rs. 140.21 lakhs
towards other services. Thus, the total income
recognized was Rs. 1573.80 lakhs. Based on
such recognition of income the company
accounted for an expenditure of Rs.1270.64
lakhs towards share of income relating to
Business Associate.
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In our opinion, such a recognition of income
is premature and against accrual concept and
has resulfed in overstatement of revenve and
debftors by Rs. 1573.80 lakhs and expendiiture
and liabilities by Rs.1270.64 lakhs and
consequently the Profit Before Tax by Rs.303. 16
lakhs.

Against a composite order, the company
recognized revenue of Rs.467.06 lakhs which,
in our opinion, is contrary to the provisions of
AS-9 - ‘Revenue Recognition” as the order
placed by the customer clearly stipulated that
goods supplied and held in their custody are
at the risk of the supplier and thus not met the
criterion for recognizing revenue.

This recognition has resulted in overstatement
of sales and debtors by Rs.467.06 lakhs and
understaterent of inventory by Rs.406.60 lakhs
and consequential overstatement of PBT by

Rs.60.46 lakhs.

The company has recognized a sale of
Rs.604. 73 lakhs for which the company placed
orders on suppliers on ‘delivery at customers
site’ ferms and the said suppliers have delivered
the goods in April 2007 as evidenced by
acknowledgements of the customer i.e., the
purchase itself has taken place in April 2007.
In our opinion, recognition of sale in March
2007 for such transactions is contrary fo accrual
concept and has resulfed in overstatement of
sales and debtors by Rs.604.73 lakhs with
corresponding overstatement of expenditure
and creditors by Rs.337.42 lakhs and
consequential overstatement of PBT by

Rs.26/7.31 lakhs.

In three major contracts the company
recognized a revenue of Rs.10562.16 lakhs
under AS-7 ‘Construction Contract’ even
though the contract consideration to be
exchanged and other terms are not agreed to
or finalised and in some cases even price
negotiations have not taken place. Considering
the indicative/expected/assumed contract
consideration for the purposes of determing
the Revenue under AS-7 is not envisaged in
the Accounting Standard. For recognizing any
revenue under AS-7 and for making reliable
estimates there must be a contract which
establishes:
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The customer has accepted the equipment vide his letter
dated 30.3.2007. Thisis also in line with the Accounting
Policy of the company Afi)(c).

The goods referred to in the Auditor’s observation have
been inspected and cleared by the customer’s
representative and have been dispatched before

31.03.2007.

All the contracts referred, relate to strategic products
and the company has substantially progressed in these
projects. The income has been recognized on the basis
of Letters of Intent issued by Competent Authorities. In
the case of Defence projects, consideration has also
been indicated and in other cases the prices as estimated
by the company have been adopted.
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i) each party’s enforceable rights regarding
the asset to be constructed:

ii) the consideration to be exchanged: and

iii) the manner and terms of seftlement

The " Letters of Intent’ (LOls) wherever received
from customers without contract consideration
are for advance action of procurement and to
maintain delivery/completion dates which
cannot be the basis for recognition of revenue.

Such a recognition of revenuve including the
profit where the consideration itself is not
determined is not proper and in such cases AS-
7 permits the recognition of revenue only fo
the extent of costs incurred of which recovery
is probable. Thus, in our opinion, recognition
of the profit in above 3 conftracts has resulted
in overstatement of turnover, debfors and profit
before tax by Rs.4631.41 lakhs, being the
difference between the income recognized and
the cost incurred.

The company combined 5 diifferent orders and
treated as one project though they are
negotiated as separate packages with different
delivery dates which individually are less than
one year and recognized a revenue of
Rs. 1024.67 lakhs under AS-7, which in our
opinion, is contrary fo the provisions of AS-7.
This accounting has resulfed in overstatement
of revenue and sundry debtors by Rs.1024.67
lakhs and understatement of inventory by
Rs.804.96 lakhs and consequently resulted in
overstatement of the profit before tax by
Rs.219.71 lakhs.

In the financial year 2005-06, the company
recognized certain revenues under AS-7 for the
value of materials reportedly lying at suppliers’
premises awaiting Factory Acceptance Test
(FAT) for which there was no suppliers’ invoice
and the fitle to goods was not passed on the
company before 31.03.2006. As the revenue
was recognized at cost, the company
accounted for similar amount under
consumption for the materials which was not
purchased/imported/ invoiced before
31.03.2006 and such treatment was adversely
commented in our report for the year 2005-
06.

Out of such materials, FAT is still fo be carried
out and consequently purchase/invoicing by
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Individual dates of completion for orders cannot be
considered when the customer states that all the orders
mentioned in the letter dated 27.02.07 are a “single
work package”,

When it is a single work package, total period required
for all the package is to be considered for the purpose
of reckoning long term construction contracts under AS-
7, which is more than 12 months.

The income as well as expenditure had been accounted
in 2005-06 and not in 2006-07. These materials have

since been received.
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supplier/import of the materials fo the extent
of Rs.1415.93 lakhs are yet to take place as
on 31.03.200/. Thus, for the said sales and
consumption recognized in 2005-06,
correspondling sundry debtors and creditors are
continuing in books as 31.03.2007 which in
our opinion is not correct, as they are neither
recoverable nor payable even on 31.03.2007.
The continuation of such accounting has the
effect of overstatement of sundry debftors,
creditors as on 31.03.2007 by Rs.1415.93
lakhs with a corresponding overstatement of
cumulative cost and revenues recognized under
AS-7 by Rs. 1415.93 lakhs. As the cumulative
sale and consumption was for equal amount
there is no impact on the Profit & Loss account.

10) Reference is invited fo Note No. 15(ii) in respect

of non-provision of Rs.248.33 lakhs payable
to All India Radio relating to Radio Paging
Activity shown as contingent liability.

11) The company has included VAT collected

(Rs.387.68 lakhs) in Gross Sales and the
expenditure on VAT payable is reduced from
Gross Sales as reflected in the profit & loss
account, which is in deviation with the guidance
note issued by ICAl which prescribed that VAT
collections should not form part of turnover and
such VAT collections and payments there
against should form part of current liabilities.
There is no impact on the Profit & Loss Account.

In respect of Input VAT on purchases, the
company has not implemented the laid down
procedures and the entire Input VAT of
Rs.354.95 lakhs has been adjusted against
consumption of the year. The impact on
account of this deviation is not ascertained by
the management and we are not in a position
to quantity the impact of deviation on the
financial statements.

12) The balances appearing under Sundry Debtors,

Creditors, Advances received from customers
and Advances given are subject to confirmation
and reconciliation and consequential
adjustments. There are many long outstanding
credit balances without any movement or
review, some of which are for more than five
years without any adjustments. For the delays
in delivery of goods by suppliers, the company
has withheld amounts towards liquidated
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The note referred to by the Statutory Auditors is self
explanatory.

Reference is invited to Note No.5 of Schedule ‘P’.

This has since been implemented from 1.4.2007.

The Company has sent letters for confirmation of
balances of Sundry Debtors. A few confirmations have
been received. There is review mechanism in place for
outstanding Sundry Debtors, Creditors and Liquidated
Damages etc., and necessary actions have been taken.
This will be reviewed in the current year and further
strengthened.
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damages at the time of payments but continued
to show such withheld amounts under liabilities
without adjusting the same. In the absence of
any system to identify such amounts, we are
not in a position to quantify the same.

In view of the above limitations, the impact of
the above on the profit and loss account and
on the receivables and payables cannot be
ascertained and quantified by us.

13) A sum of Rs.3059.85 lakhs due from a sick The Company is confident of recovering the amounts
PSU has been considered good and from ITI and hence no provision is made in the books
recoverable though the same is long of account as has been disclosed under Note No. 9 of
outstanding without any significant recoveries. ~ Schedule “P”

We are not in a position to comment on the
recoverability or other-wise of the same.

14) Reference is invited fo Note No.5 of Schedule  This is being implemented from 01.04.2007.
‘P’ regarding Cenvat /' VAT accounting,
deviations from the Guidance Nofe issued by
ICAl, the impact of which is not quantifiable by
USs.

15) Reference is invited to Note No.15 (ii)j, The note referred to by the Statutory Auditors is self
regarding claims by Delhi Transport explanatory.
Corporation on the company not provided for
(Rs.102.16 lakhs). DIC made claim on the
company for unauthorized collections from Bus
Pass holders and the company treated the same
as contingent liability as the company is hopetu/
of resolving the issue by Arbitration or
alfernatively recovering the same from Business
Partner. We are not in a position fo form any
opinion on the issue/freatment.

16) The company is charging off the service tax  Input credit on service fax is available only on payment
claimed by service providers in the year of fo service providers and accordingly the Company is
accounting for expenditure and taking credit  not recognizing asset on accrual basis.
as Input Credit receivable only when the
payments are made to service providers instead
of accruing the credit eligible upon booking of
the expenditure on accrual basis. The impact
is not quantifiable.

17) The company created liability at concessional ~ The Company is pursuing collection of the required
rates towards sales pending receipt and  forms and is confident of getting the same for submission
submission of C/D/G/N Forms from before the tax authorities before the finalization of
customers. In respect of such sales the orders.
differential tax that may devolve on the
company in case such concessional forms are
not received/submitted as estimated by the
company works out to Rs.554.56 lakhs which
however has not been disclosed.
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18)

19)

20)

21)

22)

23)

Considering the substantial amounts involved
in disputes at different levels particularly
relating to Income Tax (Rs.6450.77 lakhs
including interest levied by the department upto
October 2006), Sales Tax (Rs.126.34 lakhs
mostly on account of non-submission of C/D
forms) and excise and customs duty claims of
Rs.49.89 lakhs, we are not in a position to
comment on the ultimate liability that may
devolve on the company and as such the
treatment given by the company has been
relied upon by us, as the issues are sub-judice.

The company has reclassified the expenditure
from primary heads to functional heads under
In-house R & D expenditure based on internal
reports to the extent of Rs.3199.57 lakhs which
includes Rs.2068 lakhs being the expenditure
on software. We have relied on the information
given by the management and accepted the
same for disclosure purposes.

There is no significant progress of work during
the year in an order where in a sales of
Rs.102.53 lakhs was recognized under AS-7
in 2005-06 and we have been informed that
there is no progress on the work since the
customer has placed ‘Hold” on the project and
the order is still live. We have relied on the
information furnished by the company.

Reference is invited to Note No.11 regarding
goods sold under Retention basis in financial
year 2001-02 (Rs.36.58 lakhs) 2002-03
(Rs.4851.17 lakhs) 2003-04 (Rs.1655.72
lakhs) 2004-05 (Rs.780.68 lakhs) aggregating
to Rs.7324.15 lakhs still awaiting dispatch on
31.03.2007.

Reference is invited to Note No.15(v) regarding
information relating to SSI units which was
relied upon by us. Disclosure as per section
22 of the Micro, Small and Medium Enterprises
Development Act, 2006 has not been made
and we have been informed that the data is
not readily available.

For the services rendered by one division to other
there has been substantial inter divisional
transfer of direct labour based on mutually
agreed basis which has been relied upon by us.

Subject to our above comments, we report
that:

i)

We have obtained all the information and
explanations which to the best of our
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During the year the customer has placed a Hold on this
project. Hence, no progress is achieved.

Retention is based on customers’ request and will be
cleared.

The disclosure requirement will be followed from

financial year 2007-08.
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ii)

vi)

vir)

knowledge and belief were necessary for the
purposes of our audit;

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,

The Balance Sheet, the Profit & Loss account
and Cash Flow statement dealt with by this report
are in agreement with the books of account;

In our opinion, the Balance Sheet, the Profit
and Loss Account and the 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 except to the extent of the deviations
expressed in paragraphs C and D above in so
far as they relate to AS-7 on construction
contracts, AS-9 on Revenue Recognition, AS-
17 on segment reporting and AS-19 on
Accounting for Leases.

As per circular No.8/2002, dated 22.03.2002
issued by the Ministry of Law, Justice &
Company Affairs, the provisions of section 274
(I)(g) of the Companies Act, are not applicable
to the Company, as it is a Government
Company.

According to our information, the Central
Government has not issued any
Notification for the purpose of levy and
collection of cess under section 441A of the
Companies Act, 1956.

We report that without considering items (1)(a),

2, 11 to 16 of Para-D above, the impact of
which could not be determined or where we
are not in a position fo express any opinion or
where we have relied on the information given
by the management, had the other
observations made by us under (1)(b), 3 to 10
of Para-D above been considered,

e The net sales would have been
Rs.80663.56 lakhs instead of
Rs.21790.60 lakhs,

e Jotal expenditure would have been
Rs./19205.85 lakhs instead of
Rs.73847.26 lakhs,

e Profit before tax for the year would have
been Rs.12597.66 lakhs instead of
Rs. 19253.97 lakhs,
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e Sundry Debtors would have been
Rs.86327.93 lakhs as against
Rs.98870. 90 lakhs,

o Current liabilities would have been
Rs.84935.12 lakhs as against
Rs.88292. 46 lakhs,

e /nventories on 31.03.2007 would have
been Rs.92385.716 lakhs instead of
Rs.6855.84 lakhs,

Consequent to overstatement of the PBT by
Rs.6656.31 lakhs, the impact on profit
linked incentive and provision for fax is
overstatement of the same by about Rs. 164
lakhs and Rs.2383 lakhs respectively with
a corresponding overstatement of liabilities

by Rs.2547 lakhs.

viii) In our opinion and to the best of our opinion

and according to the explanations given to us,
the said accounts read together with the
accounting policies and notes forming part of
accounts, further, read with our comments in
the Annexure referred to in paragraph B and
subject to our comments given in paragraph D
and the cumulative consequent effect thereof
on the accounts fo the extent quantified, as stated
in paragraph E(vij) above, give the information
as required by the Companies Act, 1956 in the
manner so required and give a frue and fair
view in conformity with the accounting principles
generally accepted in India:

a) in the case of the Balance Sheet, of the
state of affairs of the Company as at
31.03.2007.

b) in case of the Profit and Loss Account, of
the profit for the year ended on that date,
and

c) inthe case of the Cash Flow Statement, of

the cash flows for the year ended on that
date

for SATYANARAYANA & CO.,
Chartered Accountants

Ch SESHAGIRI RAO
Partner
M.No. 18523

Place : Hyderabad
Date :25.07.2007
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K S RAJASEKHARA RAO
Chairman & Managing Director

Place : Hyderabad
Date :26.09.2007
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Annexure Referred to in Paragraph B of our
report of even date.

i)

i)

a)

c)

(a)

The company has maintained proper records
showing full particulars including quantitative
details and situation of fixed assets.

The Company has a phased programme of
physical verification of all fixed assets once in
three years which has fallen due from 2005-
06 for which purpose the company engaged
external agency who have carried out physical
verification and reported discrepancies and
also reported unserviceable and obsolete
items.  Certain divisions have after
reconciliation confirmed the values to be
adjusted and accordingly adjustments have
been carried out for gross value of Rs.1590.55
lakhs resulting in a write off of Rs.11.87 lakhs
being the net book value. As on dafe cerfain
differences noticed on physical verification are
still to be reconciled and confirmed. Pending
such review and reconciliation, we are notin a
position to comment and quantity the
unadjusted differences and its consequential
impact on the financial statements.

The company has not disposed off major part
of fixed assets having affect on going concern.

According to the explanation and information
given to us, finished goods and work in
progress have been physically verified by the
management at the year end and A and B
class items of Raw materials, stores and spares
excluding materials lying with third parties and
branches have been physically verified by the
management twice during the year. 'C’ class
items have not been verified during the year.
In our opinion, the frequency of the physical
verification needs fo be improved to be
reasonable and adequate in relation fo the size
of the company and nature of its business.

In our opinion, the procedures of physical
verification of stocks followed by the Company
read with para (ii)(a) above are reasonable and
adequate in relation to the size of the Company
and nature of its business.

The company is maintaining proper records of
inventory. The discrepancies to the extent
noticed on physical verification of stocks as
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ii)

a)

compared to book records have been properly
dealt with in the books of account.

The Company has not granted any loans to
companies, firms or other parties listed in the
register maintained under Sec. 301 of the

Companies Act, 1956.

As the company has not granted any loans to
companies, firms or other parties listed in the
register maintained under Sec. 301, the clause
relating to rate of interest and other terms and
conditions of loans given by the company,
secured or unsecured which are prima facie
prejudicial to the interest of the company is
not applicable to the company.

As the company has not granted any loans to
companies, firms or other parties listed in the
register maintained under Sec. 301, the clause
relating to receipt of the principal and interest
is not applicable to the company.

As the company has not granted any loans to
companies, firms or other parties listed in the
register maintained under Sec. 301, the clause
relating to steps taken for recovery of the
principal and interest on overdue amount of
more than one lakh is not applicable to the
company.

The company has not taken any loans, secured
or unsecured from companies, firms or other
parties covered in the register maintained under
section 301 of the Companies Act, 1956.

As the company has not taken any loans from
companies, firms or other parties covered in
the register maintained under section 301 of
the Companies Act, 1956, the clause relating
to rate of interest and other terms and
conditions of the loan taken which are prima
facie prejudicial to the interest of the company
is not applicable to the company.

As no loans are taken by the company from
the companies, firms or other parties covered
in the register maintained under section 301
of the Companies Act, 1956, clause relating
to payment of principal amount and interest is
not applicable to the company.

In our opinion and according to the information
and explanations given to us, the internal control
systems for purchase of inventory and fixed assets
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The observations of Audit are noted for further
streamlining of the systems and procedures as suggested

by Auditors
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and for sale of good and services are adequate as
commensurate with the size of the company and
nature of its business, except in the areas of (a)
recording of receipts and issues of material at the
year end which are substantial in number and
volume,  (b) timely accounting of Income and
related matching costs in respect of ‘e’ Governance
projects undertaken by the company through
business associates; (c) ‘cut off” procedures for
year end purchases and sales which are quite
substantial in number and volume, (d) obtaining
balance confirmation letters from customers and
vendors fo identify unreconciled differences (e)
identitying and effecting recovery of liquidated
damages for supplies received beyond delivery
dates and its proper accounting and waiver of
Liguidated damages leviable. Considering the
volume of transactions proper and adequate
internal control procedures and systems be kept in
place and effectively monitored.

We are of the opinion that the present infernal
control systems of fee collections by the franchisee
and from school projects needs to be improved.
The exact amount recoverable on account of
Education delivery and payable to franchisee is not
ascertainable from the system in vogue.

Further, the internal control procedures in respect
of cash collections made by Business Associates as
part of ‘e’ Governance Projects under taken by the
company are not adequate and there has been
continuvous failure of remitting the collection by the
Business Associates with the company/specific
escrow accounts opened by the company.

(a) As per the information and explanations
provided by the management, there are no
contracts or arrangements taken place during
the year, which need to be entered into the
register maintained under section 301 of the
Companies Act, 1956.

(b) In our opinion and according to the information
and explanations given to us, the company has
not entered into contracts or arrangements
exceeding Rs.5 lakhs in value with companies
in which directors are interested as listed in the
Register maintained under section 301 of the
Companies Act, 1956. and the clause relating
to reasonableness of the prices having regard
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This is due to long lead items received at the fag
end of the year after conducting of FAT. Where
materials are received, documents are controlled
only after completion of quality control inspection
and online testing.

Revenue in respect of the ‘e’ governance is
recognized normally with the corresponding
matching expenditure and as such no deviation is
envisaged.

The Auditor’s suggestion will be examined for
implementation.

Letters are sent to customers for confirmation of
balances, but response is received from few parties
only.

This has already been implemented from 1.4.2007.

A system exists for depositing the collections and settling
the claims of franchisees in time. ECIT operations are
audited by external firm of Chartered Accountants.

The present monitory control will be further strengthened
to check the collections.
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vi)

vii)

to the prevailing market prices is not applicable
to the company.

However, the company entered into MOU with Joint
Venture Company (with 49% of Equity holding) for
supply of equipment about Rs. 1300 lakhs which
they have fo procure from market, for execution of
contract with Maharashtra Sales Tax Dept (MSTD).
Later, the company placed orders on JVC without
following the laid down purchase procedure which
however have been ratified by the Board of
Directors. As per the terms the company agreed fo
pay ‘mark up’ of about Rs. 81.33 lakhs on their
negotiated price and also agreed fo give the assets
procured for MSTD project as security by way of
hypothecation, in favour of State Bank of
Hyderabad from whom JVC secured term loan
facility for financing the procurement and supply
fo ECIL and also agreed to meet the inferest cost
on the loan taken by JVC at 8.5% on diminishing
balance i.e. fo the extent of Rs.254 lakhs during
the loan period. As the arrangement has been
approved/ratified by the Board, we have relied on
the reasonableness of the prices and other terms
and conditions of the order on JVC.

In our opinion and according to the information
and explanations given to us, the Company has
not accepted any deposits from the public as per
the provisions of Sec. 58A and Sec.58AA or any
other relevant provisions of the Companies Act,
1956 and the rules framed there under and the
clause relating to compliance to order passed by
the Company Law Board or National Company Law
Tribunal or Reserve Bank of India or any court or
any other Tribunal is not applicable to the Company.

The company has an internal audit system, the
scope and coverage of which, in our opinion, is
not adequate and commensurate with size of the
company and nature of its business, particularly in
the areas of Revenue recognition, material and
direct labour booking fo Jobs, Sale Order tracking
with matching costs, compliance with and
accounting of CENVAT / Input and outfout VAT/
Input Service Tax, as per guidelines issued by ICAI,
compliance with sale order terms including
advances adjustments, accounting of R&D
expenditure, ‘e’ governance projects underfaken by
the company, cut off procedures relating to
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The scope of Internal Audit by In-house team is being
widened from year to year covering the important areas
as suggested by Audit. During the year, apart from
Internal Audit by the Internal Audit Department, external
auditors have been appointed to take up certain
additional assignments like review of purchase
procedure, review of AMC contracts, VAT/CENVAT
accounting, service tax compliance etc.
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purchases and sales and compliances with
Mandatory Accounting Standards. The company’s
infernal audit department is grossly understaffed.
Towards the end of the year the company appointed
external agencies to carryout internal audit of
certain areas and for the reports submitted by them
no replies are submitted by the management so
far.

viii) We have broadly reviewed the books of account

ix)

relating to material, labour and other items of cost
maintained by the company basically for the
purposes of valuation of closing inventory We have
been informed that records required to be
maintained pursuant to the rules made by the
Central Govt. for the maintenance of Cost Record’s
under section 209(1) (d) of the Companies Act,
1956 for the products of the company are under
compilation and no review could be made by us.

a) The company is regular in depositing with
appropriate authorities undisputed statutory
dues including provident fund, employees’ state
insurance, income tax, sales tax, wealth tax,
service tax, customs duty, excise duty, cess and
other material statutory dues applicable to it.
There were no outstanding dues as at
31.03.2007 for a period exceeding 6 months
from the date they became payable.

b) According to the information and explanations
given to us, the dues (net after ‘on account
payments’ shown as advances) in respect of
income tax (Rs.3942.23 lakhs), Customs duty
(Rs.178.56 lakhs), excise duty (Rs.599.53
lakhs), sales tax (Rs.96.87 lakhs), service tax
(Rs.1.77 lakhs), which have not been deposited
on account of disputes by the company
pending before various authorities as per the
details given below. (The list does not include
Departmental appeals which are shown under
contingent liabilities).

Dues in respect of various Departments not
deposited on account of Disputes:
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The compilation of Cost Records has been completed.

The disputed amounts have been contested by the
Company before the appropriate authorities and is
disclosed as contingent liabilities.
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xi)

(Rs.Lakhs)

Tax/Duty  Pending before = Amount
Income ITAT 3034. 79
Tax Commissioner 382. 13

(Appeals)

AP High Court 87.15

CBDT 438. 15

TOTAL 3942.22
Customs Supreme Court 154.42

CESTAT Bangalore 24.14

TOTAL 178.56
Excise Commissioner 13.35

(Appeals)

CESTAT, Bangalore 34.77

Commissioner, 551.41

Hyderabad

TOTAL 599.53
Sales Tax STAT- Hyderabad 2.58

STAT-New Delhi 42.18

Special Tribunal-

Chennai 25.28

Assessing Officer,

Bangalore 2.05

DCCT, Bangalore 18.11

ADC, Kolkata 0.38

Assessing officer, 6.29

Sambalpur

TOTAL 96.87
ServiceTax ~ Commissioner 1.77

(Appeals)

TOTAL 1.77

The company has no accumulated losses and it
has not incurred any cash losses during the financial
year covered by our audit and in the immediately
preceding financial year.

There were no outstanding loans from Banks or
financial institutions on 31.03.2007 and the
company has not defaulted in repayment of dues
to Financial institutions or Banks.

xii) The company has not granted loans and advances

on the basis of security by way of pledge of shares,
debentures and other securities.

xiii) The company is not a chit fund or nidhi/mutual

benefit fund/society. Therefore, the provisions of
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xiv)

xv)

xvi)

clause 4(xiii) of the Companies (Auditors” Report)
Order, 2003 are not applicable to the company.

The company is not dealing in or trading in shares,
securities, debentures and other investments.
Accordingly, the provisions of clause 4(xiv) of the
Companies (Auditors’ Report) Order, 2003 are not
applicable to the company.

In our opinion the terms and conditions on which
the company has given guarantees for loans taken
by others (basically employees) from banks or
financial institutions are not prejudicial fo the interest
of the company.

In our opinion and as per the information and
explanations given to us the company has not taken
any term loans during the year and application of
loans for the purpose for which the loans were
obtained is not applicable to the company.

xvii) According to the information and explanations given

XVii

Xix)

XX)

xxi)

to us and on an overall examination of the balance
sheet of the company, we report that no funds raised
on short-term basis have been used for long-term
investments.

i) The company has not been made any preferential

allotment of shares to the parties and companies
covered in the register maintained under section

301 of the Act.

The company has not issued any debentures and
creation of security or change is not applicable to
the company.

The company has not raised any funds by public
issue and disclosure on the end use of money raised
by the publicissue is not applicable to the company.

According to the information and explanations
given to us and based upon the audit procedures
performed for the purposes of reporting “true and
fair view” of the financial statements, we report that
no fraud on or by the company has been noticed
or reported during the course of our audit.

for SATYANARAYANA & CO.,
Chartered Accountants

Ch SESHAGIRI RAO
Partner
M.No. 18523

Place : Hyderabad
Date : 25.07.2007
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for and on behalf of the Board of Directors

K S RAJASEKHARA RAO
Chairman & Managing Director

Place : Hyderabad
Date :26.09.2007
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Annexure-lV to the Directors’ Report

Comments of the Comptroller and Auditor
General of India.

Company’s replies to the comments of the
Comptroller and Auditor General of India

Comments of the Comptroller and Auditor
General of India under section 619(4) of the
Companies Act, 1956 on the Accounts of
Electronics Corporation Of India Limited,
Hyderabad for the year ended 31+ March, 2007.

The preparation of financial statements of Electronics
Corporation Of India Limited, Hyderabad for the year
ended 31 March, 2007 in accordance with the
financial reporting frame work prescribed under the
Companies Act, 1956 is the responsibility of the
management of the company. The statutory auditor
appointed by the Comptroller and Auditor General of
India under section 619(2) of the Companies Act,
1956 is responsible for expressing opinion on these
financial statements under section 227 of the
Companies Act, 1956, based on independent audit
in accordance with the auditing and assurance
standards prescribed by their professional body the
Institute of Chartered Accountants of India. This is
stated to have been done by them
vide their Audit Report dated 25" July, 2007.

| on the behalf of the Comptroller and Auditor General
of India have conducted a supplementary audit under
section 619(3)(b) of the Companies Act, 1956 of the
financial statements of Electronics Corporation of
India Limited, Hyderabad for the year ended 31
March, 2007. This supplementary audit has been
carried out independently and is limited primarily to
inquiries of the statutory auditor and Company
personnel and a selective examination of some of the
accounting records. | would like to highlight the
following significant matters under section 619(4) of
the Companies Act, 1956 which have come to my
attention and which in my view are necessary for
enabling a better understanding of the financial
statements and the related Audit Report.

A. Comments on Profitability

1. Profit and Loss Account
Sales — Rs.863.42 crore
The above is under stated by Rs.2.45 crore
due to adoption of incorrect percentage of
completion in recognition of Revenue in
respect of projects of Antenna Products
Division. This has resulted in understatement
of profit for the year by Rs.2.45 crore.
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This relates to 8 projects. The Corporate Technical
Committee after taking into consideration factors
affecting the projects, has recommended the revenue
recognition to be adopted and the same is considered.
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Comments of the Comptroller and Auditor
General of India.

2

Provision for Taxation - for the year:
Rs.72.95 crore.

The above includes Rs.3.38 crore towards
interest payable under section 234B and
234C of Income Tax Act, 1961 on account
of short payment/ deferment of advance tax.
The same being an extraordinary item should
have been separately disclosed under line
item “Interest” in accordance with Accounting
Standard — 5 prescribed under section 211
(3C) of the Companies Act, 1956.

B. Comments on Disclosure

3

Notes Annexed to and forming part of
Accounts (Schedule’P’)

Contingent Liabilities

A reference is invited to paragraph E (vi) of
the Auditor’s Report which states that the
Central Govt. has not issued any notification
for the purpose of levy and collection of cess
under section 441A of the Companies Act,
1956. The said section provides that the cess
can be levied at a rate ranging between 0.005
to 0.1 percent on the annual turnover or
annual gross receipts whichever is more. As
such a contingent liability of Rs.4.41 crore
(on the turnover from 2002-03 to 2006-07)
should have been provided.

Balance Sheet Abstract and Company’s
General Business Profile Position of
mobilization and deployment of funds
Total Assets/total Liabilities: Rs.464.08
crore.

The above should be shown as Rs.1539.37
crore instead of Rs.464.08 crore.

for and on the behalf of the
Comptroller and Auditor General of India

,Bw-—% %ﬁ
G N SUNDER RAJA
Principal Director of Commercial

Audit and Ex-officio Member,
Audit Board, Hyderabad

Place :Hyderabad

Date

:07.09.2007
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The disclosure requirement will be followed in future.

This will be examined and suitable action will be taken.

Noted for future guidance.

for and on behalf of the Board of Directors

e (oo

KS RAJAS|EKHARA RAO
Chairman & Managing Director

Place : Hyderabad
Date :26.09.2007

11/30/2007, 11:35 AM
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COMPLIANCE CERTIFICATE

CIN: L32100AP1967PLC0O01149
Authorised Capital : Rs. 200,00,00,000
Paid Up Capital : Rs.154,88,12,000

To

The Members

M/s.Electronics Corporation of India Limited
ECIL Post

Hyderabad 500 062

We have examined the registers, records, books and
papers of M/s. Electronics Corporation of India Limited
(“the Company”) as required to be maintained under
the Companies Act, 1956 (“The Act”) and the Rules
made thereunder and also the provisions contained in
the Memorandum and Articles of Association of the
Company for the period ended 31 March, 2007. In
our opinion and according to the examinations carried
out by us and explanations furnished to us by the
Company, its officers and agents, and to the best of
our knowledge and belief, we certify that in respect of
the afore said period:

1. The Company has kept and maintained the
registers as stated in Annexure ‘A’ to this certificate,
as per the provisions of the Companies Act, 1956
and the rules made thereunder.

2. The Company has filed the forms and returns as
stated in Annexure ‘B’ after obtaining the Certificate
of Incorporation with the Registrar of Companies,

Hyderabad, under the Companies Act, 1956 and
the rules made thereunder.

3. The Company has a paid-up capital of
Rs.154,88,12,000 (Rupees One hundred fifty four
crores eighty eight lakhs and twelve Thousand
only) as on 31 March, 2007. The company being
a public limited company separate comments are
not required.

4. The Board of Directors met four times, on
09.06.2006, 27.07.2006, 08.11.2006 &
06.02.2007, in respect of which meetings proper
notice was given and the proceedings were
properly recorded and signed in the minutes book
maintained for the purpose.

5. The Company has not closed its Register of
Members during the period under scrutiny.

6. The Annual General Meeting of the Company for
the financial year ended 31¢ March 2006 was held
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10.

11.

12.

13.

14.

15.

on 27.07.2006 after giving notice to the members
of the company and the resolutions passed thereat
were duly recorded in the minutes book maintained
for the purpose.

The Company did not hold any Extra-Ordinary
General Meeting during the financial year.

As per the declarations provided to us the company
has not advanced any Loans to Directors, persons,
firms or companies referred to under section 295
of the Act during the year.

As informed to us by the Directors, the Company
has not entfered into any contracts falling within
the purview of Section 297 of the Act.

The Company has not made any entries in the
register maintained under Section 301 of the
Companies Act, 1956.

As there were no instances falling within the purview
of Section 314 of the Companies Act, 1956, the
Company was not required to obtain any approvals
from the Board of Directors, Members or Central
Government, as the case may be.

The Company has not issued any duplicate
certificates during the period under scrutiny.

The Company has:

a) Delivered all certificates on allotment of
securities and there were transfer of equity
shares during the year.

b) Declared dividend during the financial but
paid the same within one month through its
current account, instead of depositing the
same in a separate bank account.

c) Though declared dividend during the financial
year did not post warrants to any member of
the Company as the dividend has been paid
by cheques through current account within a
period of one month from the date of
declaration.

d) Duly complied with the requirements of
section 217 of the Act.

The Board of Directors of the Company is duly
constituted and there were appointment of directors
during the period under scrutiny.

The Company has appointed Managing Director/
Whole Time Director/Manager during the financial

year.

11/30/2007, 11:35 AM
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21.

22.

23.

24.

25.

26.

. The Company has not appointed any sole-selling

agents during the period under scrutiny.

The Company was not required to obtain any
approvals of the Central Government, Company
Law Board, Regional Director, Registrar of
Companies and/or such authorities prescribed
under the provisions of the Companies Act, 1956.

. As per the declarations provided to us the directors

have disclosed their interest in other firms/
companies to the Board of Directors pursuant to
the provisions of the Act and rules made
thereunder.

The Company has not issued any shares,
debentures or other securities, or Equity Shares
mentioned above during the period under scrutiny.

The Company has not bought back any shares
during the period under scrutiny.

There was no redemption of preference shares or
debentures during the period under scrutiny.

There were no transactions necessitating the
Company to keep in abeyance the rights to
dividend, rights shares and bonus shares pending
registration of transfer of shares.

The Company has not invited/accepted any
deposits including any unsecured loans falling
within the purview of Section 58A of the Companies
Act, 1956, during the period.

The Company has not borrowed funds during the
financial year under review.

The Company has not made any loans or
advances, given guarantees, or provided securities
to other bodies corporate and consequently no
entries have been made in the register kept for the
purpose.

The Company has not altered any provisions of
the memorandum of association with respect to
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27.

28.

29.

30.

31.

32.

33.

situation of the Company’s registered office from
one state to another during the period under
scrutiny.

The Company has not altered any provisions of
the memorandum of association with respect to
objects of the company during the period under
scrutiny

The Company has not altered any provisions of
the memorandum of association with respect to
authorised capital  of the company during the
period under scrutiny

The Company has not altered its articles of
association during the period under scrutiny.

The Company has not altered any provisions of
the memorandum of association with respect to
the name of the Company during the year under
scrutiny

There were no prosecutions initiated against or
show cause notices received by the Company,
during the period, for offences under the
Companies Act, 1956.

The Company has not received any money as
security from its employees during the period.

The Company has not deducted any contribution
towards Provident Fund u/s 418 of the Companies
Act, 1956 during the period.

For K. K. RAO & ASSOCIATES
Company Secretaries

HYDERABAD
DATE: 04.09.2007

(K.K.RAO)
COMPANY SECRETARY
CP NO. 5616; ACS- 11641
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ANNEXURE - A

1) Register of Members u/s 150 of the Companies 5) Register of Charges u/s 143 of the Companies
Act, 1956. Act, 1956.
2) Register of Directors’ Shareholdings u/s 307 of the  6)  Register of contracts u/s 301(3) of the Act in which
Companies Act, 1956. Directors are interested.
3) Register of Directors, Managing Directors, 7) Minutes of Board of Directors u/s 193 of the Act
/Iz\/\c;n?%(zréond Secrefary u/s 303 of the Companies 8) Minutes of General Meetings u/s 193 of the Act
ct, .
4) Register of Disclosure of Director’s interest in 7) Register of Charges u/s 143
Companies and Firms u/s 301 of the Companies  10) Register of fixed assets
Act, 1956.
ANNEXURE - B
SI. |Form No./ | Filed For Date of Whether If delay in
No. No Under filing filed within |filing whether
Return | Section prescribed | additional fee
timeYes/No | paid Yes/No
1. 20B Annual return for 2006 22.01.2007 No Yes
2. 23AC Balance Sheet and P&L 02.02.2007 No Yes
account for 2006
3. 32 Change in Board of Directors/ | 24.04.2006 Yes No
company secretary
4. 32 Change in Board of Directors/ | 14.02.2007 No Yes
company secretary
5. 32 Change in Board of Directors/ | 02.03.2007 No Yes
company secretary
6. 8 Creation/registration of charge | 31.03.2007 No No

Place : HYDERABAD
Date :04.09.2007
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For K.LK.RRAO & ASSOCIATES

Company Secretaries

(K.K.RAO)
COMPANY SECRETARY
CP NO. 5616; ACS- 11641

&
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