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DEMATERIALISATION OF SHARES
Members are aware that shares of the company are included in
compulsory trading in dematerialised segment and hence any
investor who wishes to buy or sell shares of the company, is
required to do so in electronic mode only.

In case, members have not yet dematerialised their shares, they
are advised to contact a Depository Participant (DP) for
dematerialising the shares held in the company.

The company has established connectivity with both the
depositories viz. National Securities Depository Limited (NSDL)
and Central Depository Services Limited (CDSL) to enable the
members to dematerialise holding in the company, under ISIN
No. INE034A01011.

For the information of members, some of the advantages of holding
shares in dematerialised form are described below :

1) No Stamp duty is payable on dematerialisation and transfer of
demat shares.

2) No loss in transit and consequently no postal expenses and
cumbersome procedure for the issue of duplicate share
certificate(s).

3) Eliminates chances of bad delivery due to forged signatures,
signature variations, expiry of validity period of transfer deed
etc.

4) Speedier debit/credit of shares purchased/sold in electronic
form.

5) Eliminates litigation on account of fake certificates and
disputes in respect of ownership of shares purchased.

6) Dematerialised shares can also be pledged for securing loan.

7) Holding of shares in odd lot and easy liquidity.

Procedure :

For dematerialising the shares held in physical form, members
need to open an account with the Depository Participant (DP) and
have to lodge their shares with the DP who will send these shares
to the Company/Registrars for dematerialisation. The credit of
demat shares shall be directly given in members demat account
opened with DP.

It is hoped that members will consider the advantages of holding
shares in electronic mode and opt for dematerialisation of the
shares soon.

For further information in this regard, please write to the Company
or Registrars at the address mentioned on page no. 17.

Members may note that the requests for dematerialisation and
rematerialisation of shares are to be made only to the DP with whom
members have opened an account.
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1. No repayment schedule has been fixed in case of above mentioned Loans & Advances
in the nature of loans given to Subsidiary Companies and they are interest free
except in the case of Arvind Overseas( Mauritius) Ltd. and Arvind Products Ltd.
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Profit/(Loss) available to Equity
shareholders Rs. in Crore 124.63 18.45
Weighted average no. of Equity
Shares for Basic EPS Nos. 176067395 137908117
Nominal value of Equity Shares Rs. 10 10
Basic Earning per Equity Shares Rs. 7.08 1.34
Diluted Earning per Equity Shares Rs. 6.83 1.34
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���������	
��auditors’ report

TO THE BOARD OF DIRECTORS OF THE ARVIND MILLS LIMITED ON THE
CONSOLIDATED FINANCIAL STATEMENTS OF THE ARVIND MILLS
LIMITED AND ITS SUBSIDIARIES.

We have examined the attached Consolidated Balance Sheet of The Arvind
Mills Limited and its subsidiaries as at 31st March, 2003, and the
Consolidated Profit and Loss Account and also the Consolidated Cash
Flow Statement for the year then ended.

These consolidated financial statements are the responsibility of the Arvind
Mills’ management.  Our responsibility is to express an opinion on these
financial statements based on our audit.  We have conducted our audit in
accordance with the generally accepted auditing standards in India.  These
Standards require that we plan and perform the audit to obtain reasonable
assurance whether the financial statements are prepared, in all material
respects, in accordance with an identified financial reporting framework
and 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 includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the
overall financial statements.  We believe that our audit provides a reasonable
basis for our opinion.

We did not audit the financial statements of certain subsidiaries whose
financial statements reflect total Assets of Rs. 111.79 Crore as at
31st March, 2003 and total Revenue of Rs. 408.90 Crore for the year then
ended. These Financial Statements have been audited by other auditors
whose reports have been furnished to us and our opinion, insofar as it
relates to the amount included in respect of these subsidiaries, is based
solely on the report of the other auditors.

We report that the consolidated financial statements have been prepared by
the Company in accordance with the requirements of Accounting Standard
(AS) 21 – Consolidated Financial Statements, issued by the Institute of
Chartered Accountants of India and on the basis of the separate audited
financial statements of The Arvind Mills Limited and its subsidiaries
included in the consolidated financial statements.

On the basis of the information and explanations given to us, and on the
consideration of the separate audit reports on individual audited financial
statements of The Arvind Mills Limited and its subsidiaries, we are of the
opinion that :

(a) the Consolidated Balance Sheet gives a true and fair view of the
consolidated state of affairs of The Arvind Mills Limited and its
subsidiaries as at 31st March, 2003

(b) the Consolidated Profit and Loss Account gives a true and fair view
of the consolidated results of operations of The Arvind Mills Limited
and its subsidiaries for the year then ended and

(c) the Consolidated Cash Flow Statement gives a true and fair view of
the consolidated cash flows of The Arvind Mills Limited and its
subsidiaries for the year then ended.

For Sorab S.Engineer & Co.
Chartered Accountants

N. D. Anklesaria
Mumbai, Partner
29th May, 2003
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SOURCES OF FUNDS
Shareholders’ Funds
Share Capital 1 248.06 209.55
Reserves and Surplus 2 894.36 1048.96

1142.42 1258.51
Minority Interest (Note No. 4 - “g”) 75.09 83.54
Loan Funds
Secured Loans 3 1643.81 1707.11
Unsecured Loans 4 274.81 562.97

1918.62 2270.08
Deferred Tax Liabilities (Net) 13.29 13.53
Total 3149.42 3625.66

APPLICATION OF FUNDS
Fixed Assets 5
Gross Block 2720.60 2751.00
Less: Depreciation 539.79 359.63
Net Block 2180.81 2391.37
Capital work in progress 50.61 40.69

2231.42 2432.06
Investments 6 7.03 21.58
Current Assets, Loans & Advances 7
Inventories 547.22 363.59
Sundry Debtors 78.66 178.32
Cash and Bank Balances 28.41 296.05
Other Current Assets 21.57 26.58
Loans and Advances 152.13 162.70

827.99 1027.24
Less: Current Liabilities and Provisions 8
Liabilities 243.56 381.98
Provisions 9.99 12.34

253.55 394.32
Net Current Assets 574.44 632.92
Debit Balance in Profit and Loss Account 336.53 539.10
Total 3149.42 3625.66

Notes Forming Part of Accounts 15
Consolidated Cash Flow Statements 16
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INCOME :

Sales and Operating Income 9 1807.44 920.10
Other Income 10 22.99 13.48

1830.43 933.58
EXPENSES :

Raw Materials Consumed 502.85 279.64
Purchase of Finished goods 47.96 41.39
Employees’ Emoluments 11 148.94 68.18
Others 12 656.87 343.46
Interest & Finance Costs (Net) 13 215.38 100.42
Depreciation 188.90 97.35
Decrease/(Increase) in Stocks 14 (37.57) 57.70

1723.33 988.14
Profit/(Loss) before Taxes and Extra-ordinary items 107.10 (54.56)

Provision for Taxes - Current Tax (0.03) (0.02)
- Deferred Tax 0.24 (15.10)

Profit/(Loss) before Extra-ordinary items 107.31 (69.68)
Extra-ordinary items (Net) – (0.15)

Profit/(Loss) for the year 107.31 (69.83)
Balance as per last year’s Balance Sheet (539.10) (978.69)
Less : Adjustment on account of disposal of subsidiaries 4.63 –
Net Debit balance (427.16) (1048.52)

Interim Dividend on Preference Shares 6.69 –
Transferred from Investment Allowance (Utilised) Reserve 0.91 –
Transferred from Capital Reserve on Consolidation 10.26 –
Transferred from Securities Premium Account 85.73 –
Transferred from Amalgamation Reserve 0.42 32.59
Transferred from Debenture Redemption Reserve – 20.20

(336.53) (995.73)
Less : Set off against Reconstruction Reserve Account – 456.63

(336.53) (539.10)
Balance carried to Balance Sheet (336.53) (539.10)

(336.53) (539.10)
Earning Per Share (Note No. 13)

- Basic (Rs.) 5.44 (5.49)
- Diluted (Rs.) 5.25 (5.49)

Notes Forming Part of Accounts 15
Consolidated Cash Flow Statements 16

���������	
��profit & loss account profit & loss account profit & loss account profit & loss account profit & loss account for the year

ended 31st March, 2003
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SCHEDULE ‘1’: SHARE CAPITAL
AUTHORISED
23,00,00,000 Equity Shares (Previous Year 230.00 230.00
23,00,00,000) of Rs. 10/- each
90,00,000 Preference Shares (Previous Year 90.00 90.00
90,00,000) of Rs. 100/- each

320.00 320.00
ISSUED & SUBSCRIBED
EQUITY SHARES
17,61,72,386 Equity Shares (Previous Year 176.17 175.96
17,59,62,404)of Rs. 10/- each fully paid up.
(2,09,882 Equity Shares of Rs. 10/- each
allotted at a premium of Rs. 5/- per share
during the year on conversion of Warrants
allotted to Lenders)
Less : Unpaid Allotment Money
(I) By Directors – –
(II) By Others 0.32 35.91

0.32 35.91

175.85 140.05

WARRANT 2.71 –
1,80,49,315 Warrants (Previous Year NIL) of Rs.1.50 each
(During the year 1,82,59,297 warrants were issued at
Rs.1.50 each, of which 2,09,982 warrants were converted
to equity shares)
PREFERENCE SHARES
69,50,000, 6% Redeemable Cumulative Non-Convertible
Preference Shares of Rs. 100/- each 69.50 69.50
(Previous Year 69,50,000 Redeemable Cumulative
Non-Convertible Preference Shares of Rs. 100/- each)

248.06 209.55

SCHEDULE ‘2’ : RESERVES AND SURPLUS
CAPITAL RESERVE
As per last Balance Sheet 1.77 0.68
Add : Remission of Principal Amount (Net) – 1.09

1.77 1.77
CAPITAL RESERVE ON CONSOLIDATION
As per last Balance Sheet 246.17 –
Add : Created on account of consolidation 4.67 246.17
Less : Adjusted during the year 1.78 –
Less : Transferred to Securities Premium Account 146.00 –
Less : Transferred to Profit & Loss Account 10.26 –

92.80 246.17
SECURITIES PREMIUM ACCOUNT
Transferred from Capital Reserve on Consolidation 146.00 –
Less : Adjusted during the year 60.27 –
Less : Transferred to Profit & Loss Account 85.73 –

– –
SHARE PREMIUM ACCOUNT
As per last Balance Sheet 769.66 771.25
Add :  Received during the year 0.10 –
Less : Share Issue Expenses Adjusted – 1.59

769.76 769.66

DEBENTURE REDEMPTION RESERVE
As per last Balance Sheet 30.00 50.20
Less : Transferred to Profit & Loss Account – 20.20

30.00 30.00
GENERAL RESERVE
As per last Balance Sheet – 36.06
Less : Transferred to Profit & Loss Account – 32.59
Less : Deferred tax adjustment on initial adoption – 3.47

– –
AMALGAMATION RESERVE
As per last Balance Sheet 0.42 0.42
Less : Transferred to Profit & Loss Account 0.42 –

– 0.42
INVESTMENT ALLOWANCE RESERVE
As per last Balance Sheet 0.03 0.03

INVESTMENT ALLOWANCE (UTILISED) RESERVE
As per last Balance Sheet 0.91 0.91
Less : Transferred to Profit & Loss Account 0.91 –

– 0.91
RECONSTRUCTION RESERVE
As per last Balance Sheet – –
Created under the scheme of Arrangement – 456.63
Less : Setoff against Debit Balance of
Profit & Loss Account – 456.63

– –

894.36 1048.96

SCHEDULE ‘3’ : SECURED LOANS
DEBENTURES 174.48 176.88
Add : Funded Interest 1.17 2.65
Add : Interest accrued and due 0.46 1.52

176.11 181.05
FROM BANKS
Cash Credit and other facilities 414.71 345.12
Term Loans 648.30 463.81
Add : Funded Interest 94.37 32.70
Add : Interest accrued and due 0.24 30.56

742.91 527.07
FROM FINANCIAL INSTITUTIONS AND OTHERS 280.50 477.78
Add : Funded Interest & Other Financial Facilities 29.58 129.95
Add : Interest accrued and due – 46.14

310.08 653.87

1643.81 1707.11

SCHEDULE ‘4’ : UNSECURED LOANS
DEBENTURES – 9.00
Fixed Deposit from
Public – 3.22
Loans from
Banks 204.98 420.99
Financial Institutions & Others 63.46 107.63

268.44 528.62
Add : Funded Interest & Other Financial Facilities 6.37 16.76
Add : Interest accrued and due – 5.37

274.81 550.75

274.81 562.97
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Goodwill on Consolidation 182.29 – 0.88 181.41 – – – – 181.41 182.29
Owned Assets
Goodwill 38.13 – 38.13 – – – – – – 38.13
Brands, Know-how and
Licence Fee 2.46 – – 2.46 0.88 0.57 – 1.45 1.01 1.58
Freehold Land 316.93 – – 316.93 – – – – 316.93 316.93
Leasehold Land 161.06 – 0.22 160.84 0.87 0.13 0.02 0.98 159.86 160.19
Buildings 383.84 2.12 8.07 377.89 28.88 14.08 0.55 42.41 335.48 354.96
Leasehold Improvements 1.80 0.98 – 2.78 0.86 0.35 – 1.21 1.57 0.94
Machineries 1610.18 26.45 14.85 1621.78 315.87 168.96 6.78 478.05 1143.73 1294.31
Machinery given on lease 8.11 – – 8.11 1.68 0.83 – 2.51 5.60 6.43
Motor Vehicles 6.71 2.06 1.00 7.77 1.89 0.79 0.32 2.36 5.41 4.82
Office Machinery
& Dead Stocks 39.49 2.98 1.84 40.63 8.70 3.19 1.07 10.82 29.81 30.79

Total 2751.00 34.59 64.99 2720.60 359.63 188.90 8.74 539.79 2180.81 2391.37
Previous Year 2591.78 190.03 30.81 2751.00 265.19 97.35 2.91 359.63
Capital Work-in-Progress including advance for capital expenditure 50.61 40.69

2231.42 2432.06

*
����+
a) Freehold land includes Rs. 13.90 Crore (Rs. 13.90 Crore) being the revalued amount of plot of land owned by a society wherein Company has right to its membership.
b) Buildings includes Rs. 1.26 Crore (Rs. 1.26 Crore) in respect of ownership flats in Co-operative Housing Society and Rs. 2,500/-  (Rs. 2,500/-) in respect of shares held in Co-operative Housing Society.
c) Gross Block is reduced by  Rs. 4.96 Crore being the amount reduced  on revaluation by Arvind Products Limited as at 01/10/2001.
d) Gross Block includes  Rs. 37.47 Crore being the amount added  on revaluation by Arvind Mills Limited as at 01/04/2000.
e) Freehold land includes Rs.1.15 Crore (Rs. 1.15 Crore) relating to land at Peenya, Bangalore, which is pending registration in favour of the company.
f) Freehold land includes Rs. 0.34 crore (Rs. 0.34 crore) in respect of land acquired on lease cum sale basis from Karnataka Industrial Area Development Board (KIADB). The registration of

land in favour of the Company will be done on completion of lease period.
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SCHEDULE ‘6’ : INVESTMENTS (AT COST) **

GOVERNMENT SECURITIES (UNQUOTED) 0.01 0.01
TRADE INVESTMENTS (QUOTED)
Fully Paid Equity Shares 4.67 9.41
TRADE INVESTMENTS (UNQUOTED)
Fully Paid Equity Shares 0.03 1.59
OTHER INVESTMENTS
Fully Paid Equity Shares (Quoted) 0.03 0.20
Fully Paid Equity Shares (Unquoted) 0.02 5.90
Fully Paid Preference Shares (Unquoted) 1.00 1.00
Fully paid Debentures/Bond/Units (Quoted) 1.16 3.35
Fully paid Debentures/Bond/Units (Unquoted) 0.03 0.04
INVESTMENT IN SUBSIDIARY COMPANIES
Fully Paid Equity Shares (Unquoted) ***
Big Mill Lauffenmuhle GmbH, Germany 0.00 0.00
Units of Unit Trust of India (Unquoted) 0.08 0.08

7.03 21.58

Note : ** Investments are held as long term investments and valued at cost unless otherwise stated.

SCHEDULE ‘7’ : CURRENT ASSETS, LOANS AND ADVANCES
CURRENT ASSETS
Inventories
Stores and Spares 36.37 33.76
Fuel 6.85 7.48
Stock in trade
Raw materials 247.14 103.13
Finished Goods 171.11 138.06
Goods in Transit 0.08 0.00
Work-in-Progress 84.26 79.46
Waste 1.41 1.70

504.00 322.35

547.22 363.59

Sundry Debtors (Unsecured)
Outstanding for a period exceeding six months
Considered good 42.53 37.73
Considered doubtful 5.12 4.35
Less: Provision 5.12 4.35

– –

42.53 37.73
Others (Considered good) 36.13 140.59

78.66 178.32
Cash & Bank Balances
Cash on hand 0.61 0.82
Cheques on hand 0.05 2.63
Funds in Transit 0.55 1.14
Bank Balances
With Scheduled Banks in India
In Current Accounts (including
Rs. 0.81 Crore in unpaid dividend accounts) 17.84 12.72
(Previous Year Rs. 0.95 Crore)
In Exchange Earners Foreign Currency A/c. 0.09 67.38
In Cash Credit Account 0.03 1.19
In Savings Account (Rs. 33,348/-)
(Previous Year Rs. 33,348/-)
In Fixed Deposit Accounts 0.79 205.66
(Rs. 0.03 Crore lodged with
banks as security for guarantee facility and
(Rs. 38,848/-) lodged with Court for ESI case
(Previous Year Rs. 0.50 Crore and
(Rs. 38,848/-) respectively)
With Banks outside India 8.45 4.51
(In books of foreign subsidiaries)

27.20 291.46

28.41 296.05
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Current Liabilities
Acceptances 72.17 56.88
Sundry Creditors
- Due  to SSI Units 6.99 5.00
- Others 84.37 238.87
Other Liabilities 60.66 56.44
Interest accrued but not due on loans 16.89 21.68
Investor Education & Protection Fund shall
be credited by the following amounts namely : @
- Unpaid Dividend 0.81 0.95
- Unpaid Matured Deposits 0.29 0.68
- Unpaid Matured Debentures 0.70 0.35
- Warrants issued but not encashed
- Interest on Deposits 0.29 0.49
- Interest on Debentures 0.39 0.64

2.48 3.11

243.56 381.98
Provisions
Pension 0.80 0.92
Taxation 3.29 3.30
Gratuity 2.51 3.00
Leave Encashment 2.89 2.21
Others 0.50 2.91

9.99 12.34

253.55 394.32

@ No amount is due as on 31st March, 2003 for credit to Investor Education and Protection
Fund (Fund). The actual amount to be transferred to the fund in this respect will be
determined on the respective due dates.

SCHEDULE ‘9’: SALES AND OPERATING INCOME
Sales 1889.97 959.44
Less : Excise Duty 86.82 40.71

1803.15 918.73
Processing Income 5.23 1.23
(Income Tax deducted Rs. 0.09 Crore
Previous Year Rs. 0.21 Crore)
Other operating Income 0.86 0.18
(Loss) on forward exchange contracts (Exports) (1.80) (0.04)

1807.44 920.10
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SCHEDULE ‘7’ : CURRENT ASSETS, LOANS AND ADVANCES (Contd.)
Other Current Assets
Interest accrued 0.43 0.83
Other receivables 21.14 25.75

21.57 26.58
LOANS & ADVANCES (Unsecured, considered
good unless stated Otherwise)

Loans & Advances
Advances Receivable in Cash or Kind 111.98 112.60
Other Loans 34.00 32.08

145.98 144.68
Considered doubtful 0.91 0.87
Less : Provision 0.91 0.87

– –
Advance Tax paid 6.15 18.02

152.13 162.70

827.99 1027.24
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SCHEDULE ‘10’: OTHER INCOME
Income from Investments
From Other Investments 0.33 0.07
(Income Tax deducted Rs. 0.02 Crore
Previous Year Rs. Nil)
Other Income 19.07 5.38
Rent 0.26 0.22
(Income Tax deducted Rs. 0.04 Crore
Previous Year Rs. 0.03 Crore)
Excess Provision No Longer required (Net) 3.33 7.81

22.99 13.48

SCHEDULE ‘11’: EMPLOYEES’ EMOLUMENTS
Salaries, Wages, Bonus and Gratuity 127.01 58.51
Contribution to Provident Fund and Other Funds 16.65 7.90
Welfare expenses 3.92 1.58

147.58 67.99
Directors’ Remuneration 1.05 0.19
Directors’ Commission 0.31 0.00

1.36 0.19

148.94 68.18

Rs. in Crore Rs. in Crore
2002-2003 2001-2002

(12 Months) (6 Months)
SCHEDULE ‘12’: OTHERS

Power & Fuel 222.19 96.63
Stores consumed 148.76 70.98
Processing charges 26.38 14.22
Repairs :
Building repairs 1.61 0.83
Machinery repairs 46.09 23.15
Other repairs 7.00 2.82

54.70 26.80
Printing, Stationery and Communication 6.17 3.40
Insurance premium 7.94 3.50
Rates & Taxes 12.96 8.19
Excise duty 5.34 0.65
Rent 7.11 3.89
Commission, Brokerage and Discount 37.08 18.79
Advertisement expenses 24.87 19.43
Freight,Insurance and Clearing Charges 31.82 16.19
Provision for doubtful debt/Advances/Contingencies 0.49 2.71
Bad Debts/Advances Written Off 1.51 7.92
Fixed Assets Written Off 0.29 0.08
Exchange Rate Difference - Others 6.78 2.49
Loss on sale of fixed assets (Net) 1.96 12.24
Diminution in Value of Investments 0.00 0.83
Loss on sale of Investments (net) 2.84 0.03
Directors fees (Previous Year Rs. 34,000/-) 0.04
Other expenses 57.64 34.49

656.87 343.46
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Rs. in Crore Rs. in Crore
2002-03 2001-2002

(12 Months) (6 Months)
SCHEDULE ‘13’: INTEREST AND FINANCE COSTS (NET)

Interest
On loans for a fixed period 121.40 61.01
Others 40.84 23.62

162.24 84.63
Less : Interest Income
Interest from others 7.23 18.07
(Income Tax deducted Rs. 0.44 Crore
Previous Year Rs. 0.10 Crore)
Net Interest Expenses 155.01 66.56
Lease Rent & Expenses 45.15 22.67
Other Finance Cost 21.62 10.04
Exchange Rate Difference on Loans (6.40) 1.15

215.38 100.42

SCHEDULE ‘14’: DECREASE/(INCREASE) IN STOCK
Finished goods, Work-in-progress and Waste
Closing Stocks 256.79 219.22
Opening Stocks 219.22 276.92

Decrease/(Increase) in Stock (37.57) 57.70

SCHEDULE ‘15’ :

NOTES FORMING PART OF CONSOLIDATED ACCOUNTS:

1. BASIS OF CONSOLIDATION

Basis

(i) The Consolidated Financial Statements have been prepared in accordance with
Accounting Standard (AS) 21 on Consolidated Financial Statements and relevant
clarifications issued by the Institute of Chartered Accountants of India (ICAI).The
Consolidated Financial Statements comprise the financial statements of The Arvind
Mills Limited and its subsidiaries. Reference in these notes to The Arvind Mills
Limited, AML, Company, Parent Company, Companies or Group shall mean to
include The Arvind Mills Limited or any of its subsidiaries consolidated in the
financial statements, unless otherwise stated.

(ii) The Notes and Significant Policies to the Consolidated Financial Statements are
intended to serve as a guide for better understanding of the Group’s position. In
this respect, the Company has disclosed such notes and policies, which represent
the needed disclosure.

Principles

(i) The financial statements of the Company and its subsidiary companies have been
combined on a line-by-line basis by adding together like items of assets, liabilities,
income and expenses. The intra-group balances and intra-group transactions
and unrealised profits or losses are fully eliminated.

(ii) The excess of cost to the Company of its investments in the subsidiary companies
over its share of the equity of the subsidiary companies, at the dates on which the
investements in the subsidiary companies are made, is recognised as “goodwill”
being an asset in the consolidated financial statements.

(iii) Minority interest in the net assets of consolidated subsidiaries consists of the
amount of equity attributable to the minority shareholders at the dates on which
investments are made by the Company in the subsidiary companies and further
movements in their share in the equity subsequent to the dates of investments.

(iv) In case of Foreign Subsidiaries, revenue items are consolidated at the average rate
prevailing during the year. All assets and Liabilities are converted at rates prevailing
at the end of the year. Any exchange difference arising on consolidation is recognised
in the profit and loss account.

2. The List of Subsidiaries included in the Consolidated Financial Statements are as under :

Name of Subsidiary Country Proportion
of Incorporation of Ownership as on

31st March 2003

1. Asman Investments Limited India 100.00%

2. Arvind Products Limited India  50.13%

3. Lifestyle Fabrics Limited India  71.80%

4. Arvind Brands Limited India 100.00%

5. Arvind Clothing Limited India  99.99%

6. Arvind Fashions Limited India  99.99%

7. Arvind Worldwide Inc. USA 100.00%

8. Arvind Worldwide (M) Inc. Mauritius 100.00%

9. Arvind Overseas Mauritius Limited Mauritius 100.00%

10. Arvind Spinning Limited Mauritius 100.00%

Note :

Syntel Telecom Limited, Omnitalk Wireless Solutions Ltd. and Big Mill Lauffenmuhle GmbH
ceased to be subsidiaries during the year and Arvind Spinning Ltd. became subsidiary during
the year.

3. SIGNIFICANT ACCOUNTING POLICIES

The Company follows the accrual method of accounting. The financial statements have
been prepared in accordance with the historical cost convention and accounting
principles generally accepted in India.

The Accounts of the foreign subsidiaries have been prepared in accordance with local
laws and applicable accounting standards/generally accepted accounting principles.

(A) SALES AND OPERATING INCOME

Sales and operating income includes sale of products, by-products and waste,
income from services and foreign exchange differences. Export sales have been
accounted on shipment basis. Export incentives have been accounted for on
accrual basis.

(B) VALUATION OF INVENTORY

(B.1) The stock of Work-in-progress and Finished goods has been valued at the
lower of cost and net realisable value. The cost has been measured on the
standard cost/moving average/FIFO basis as applicable and includes cost
of materials and cost of conversion.

(B.2) All other inventories of stores, consumables, raw materials (Electronics
Division, Arvind Overseas Mauritius Limited, Lifestyle Fabrics Limited) are
valued at cost. The stock of waste is valued at market price. The other raw
materials, finished goods and stock at branches are valued at lower of cost
and market value. Cost is measured on actual average for the whole year.
Excise duty wherever applicable is provided on finished goods lying within
the factory and bonded warehouse at the end of the year.

(C) FIXED ASSETS & DEPRECIATION

(C.1) The Fixed Assets of the company are stated at cost/revalued cost (if revalued).

(C.2) Depreciation on Revalued Fixed Assets is calculated on the residual life of
the assets or as per rates specified in the Schedule XIV to the Companies
Act, 1956 whichever is higher.

(C.3) Additions to fixed assets have been stated at cost net of modvat/cenvat.

(C.4) Depreciation on Fixed Assets/additions has been provided on straight-line
method at the rates specified in Schedule XIV to the Companies Act, 1956,
as existing at the time of capitalisation except in case of Arvind Brands
Limited, Arvind Clothing Limited and Arvind Fashions Limited for Furniture
& Fixtures (at employees’ residence), depreciation has been provided at the
rate of 18% based on management’s estimate of useful life of the assets
concerned.

(C.5) Depreciation for certain assets in the books of Arvind Brands Limited, Arvind
Clothings Limited and Arvind Fashions Limited has been provided as follows :
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(i) Fixtures at showrooms are depreciated over the period of technical
assistance/trademark licence agreement of branded products or the
lease period of rented proprieties, whichever is lower.

(ii) Used assets purchased are depreciated at the rate of 12.5%.

(iii) Technical Know-how is amortised over the period of trademark license
agreement of Branded Products.

(iv) Leasehold Improvements are amortised over the period of lease.

(v) Machinery spares of irregular usage are amortised over a period of
four years or the estimated useful life of the Plant & Machinery,
whichever is lower.

(vi) Software expenses are amortised over the period of 5 years.

(C.6) In the case of foreign subsidiaries depreciation has been provided as per
the rates permitted under the local laws/at such rate so as to write off the
asset over its useful life.

(D) INVESTMENTS

Long Term investments are stated at cost less permanent diminution in value, if
any. Current investments are stated at lower of cost and net realisable value.

(E) FOREIGN CURRENCY TRANSACTIONS

(E.1) The foreign currency monetary items consisting of loans, trade receivables,
payables and balances in bank accounts at the end of year have been restated
at the rate prevailing at the balance sheet date. The difference arising as a
result has been accounted as income/expense as per the Accounting
Standard 11 (Revised 2003) on “Accounting for the Effects of Changes in
Foreign Exchange Rates” issued by The Institute of Chartered Accountants
of India.

(E.2) The premium/discount on booking of forward contracts and exchange
difference arising on settlement/cancellation has been amortised over the
life of contract and has been recognised in the profit and loss account.

(E.3) Expenses of overseas offices are translated and accounted at the monthly
average rate.

(F) RETIREMENT BENEFITS

The accrued liability for gratuity payable to employees has been provided on the
basis of actuarial valuation and the contribution is being paid to a Trust created
for the purpose on due date. In respect of Provident Fund and the Superannuation
Fund, the contribution is paid regularly to the trusts/government and is charged
to revenue. The liability for the Company’s pension scheme and Leave Encashment
is provided as per the actuarial valuation without funding.

(G) LEASE RENTAL

Lease rental payable on assets taken on lease have been treated as finance cost to
be amortised over useful life of the assets.

(H) TAXES ON INCOME

Deferred tax is recognised on timing difference between the accounting income
and the taxable income for the year that originate in one period and are capable of
reversal in one or more subsequent periods. Such deferred tax is quantified using
the tax rates and laws enacted or substantively enacted as on the Balance Sheet
date.

Deferred tax assets are recognised and carried forward to the extent that there is
a reasonable certainty that sufficient future taxable income will be available against
which such deferred tax assets can be realised.

(I) CAPITAL ISSUE EXPENSES

Expenses on issue of Shares, Debentures and GDRs are being adjusted against
Share Premium Account as permitted by Section 78 of the Companies Act.

4. CONTINGENT LIABILITIES

(a)  Bills discounted Rs. 99.09 Crore (Previous Year Rs. 70.91 Crore).

(b) Guarantees given by the Banks on behalf of the Company Rs.16.73 Crore (Previous
Year Rs.17.47 Crore).

(c) Guarantees given by a Subsidiary Company to Bank on behalf of another company
Rs. 2.00 Crore (Previous Year Rs. NIL).

(d) Income tax demands, Excise demands and Sales Tax demands in dispute Rs. 2.49
Crore (Previous Year Rs. 2.38 Crore), Rs.18.77 Crore (Previous Year Rs. 16.48
Crore) and Rs.0.91 Crore (Previous Year Rs. 0.29 Crore) respectively.

(e) Customs Duty demands and other demands in dispute Rs. 0.58 Crore (Previous
Year Rs. 0.45 Crore) and Rs. 1.26 Crore (Previous Year Rs. 0.81 Crore) respectively.

(f) Claims not acknowledged as debts Rs. 0.43 Crore (Previous Year Rs. 0.26 Crore)

(g) Dividend on redeemable cumulative non convertible preference shares Rs. 22.91
Crore (Previous Year Rs. 29.69 Crore). Out of this, Rs. 18.00 Crore (Previous Year
Rs. 12.00 Crore) are payable to Minority Shareholders of the Company.

(h) Liability for Recompense Payment as on 31st March, 2003 as per the Scheme of
Arrangement Rs. 29.50 Crore (Previous Year Rs. 18.24 Crore).

5. The estimated amount of contracts remaining to be executed on capital account and not
provided for Rs. 29.32 Crore (Previous Year Rs.1.69 crore).

6. Other Liabilities include Rs. 0.51 Crore (Previous Year Rs. 8.25 Crore) on account of book
overdraft.

7. There is a gain of Rs. 1.58 Crore (Previous Year Rs. NIL) on account of exchange difference
on outstanding forward exchange contracts, which is to be recognised in the accounts
of subsequent years.

8. Future rental obligations in respect of Plant & Machinery and Office Space taken on lease
is Rs. 613.00 Crore (Previous Year Rs. 659.13 Crore). Lease rentals payable within one
year Rs.47.49 Crore (Previous Year Rs. 47.19 Crore).

9. The manufacturing operations of one of the Subsidiary Company (Life Style Fabrics
Limited) remained closed w.e.f. August, 2001. The Company has realised most of its
assets and dischagred its liabilities. Since the remaining recorded assets are stated at
realisable value, no further adjustments are required to be made in the financial
statements, in view of the closure of the business.

10. AUDITORS’ REMUNERATION

Rs. in Crore Rs. in Crore
2002-03 2001-2002

(12 Months) (6 Months)
Statutory Auditors

As Auditors 0.57 0.27

In other capacities 0.44 0.12

Travelling and Out of Pocket Expenses 0.03 0.03

Cost Auditor

Cost Audit Fees 0.02 0.01
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11. SEGMENT REPORTING

Segment Information

Information about Business Segments (information provided in respect of revenue
items for the year ended 31.03.03 and in respect of assets/liabilities as at 31.03.03)

(A) Primary Segment (Business Segment)

(Rs. in Crore)

2002-03 Textiles Others Unallocable Total

Revenue
External sales 1786.18 16.97 – 1803.15
Add : Inter Segment Sales 0.06 0.06

Total Sales 1786.18 17.03 – 1803.21

Less : Inter Segment Revenue 0.06 0.06

Total Sales 1786.18 16.97 – 1803.15

Results

Segment Results before Interest
& Finance Cost 359.41 1.20 (37.92) 322.69
Interest & Finance Cost 215.38
Profit from Ordinary Activities 107.31
Extra ordinary Items –
Net Profit 107.31

Other Information
Segment Assets 2636.02 24.83 398.56 3059.41
Segment Liabilities 213.89 8.34 31.32 253.55
Segment Depreciation 180.81 1.74 6.35 188.90
Capital Expenditure 30.65 0.13 3.81 34.59
Non cash expenses other
than Depreciation 6.67 0.09 0.71 7.47

(A) Primary Segment (Business Segment)

(Rs. in Crore)

2001-02 Textiles Others Unallocable Total

Revenue
External sales  913.87 4.86 – 918.73
Add : Inter Segment Sales 0.04 0.04

Total Sales 913.87 4.90 – 918.77

Less : Inter Segment Revenue 0.04 0.04

Total Sales 913.87 4.86 – 918.73

Results
Segment Results before Interest
& Finance Cost 65.65 (3.26) (31.65) 30.74
Interest & Finance Cost 100.42
Profit/(Loss) from
Ordinary Activities (69.68)
Extra ordinary Items (0.15)
Net Profit/(Loss) (69.83)

Other Information
Segment Assets 2768.32 23.57 667.41 3459.30
Segment Liabilities 316.35 7.33 70.64 394.32
Segment Depreciation 93.09 0.87 3.39 97.35
Capital Expenditure 6.59 0.11 1.04 7.74
Non-cash expenses other
than Depreciation 12.32 0.33 14.80 27.45

Notes:

1. The Company has disclosed business segments as the primary segment. Segments
have been identified taking into account the nature of the products, differential
risks and returns, the organisational structure and internal reporting system. The
company’s operations predominantly relate to manufacturing of textiles.

2. Types of Products and Services in each business segment :

Textiles : Yarn, Fabric and Garments

Others : EPABX and RAX Systems, I.T.Services

3. Intersegment Revenues are recognised at sales price.

12. RELATED PARTY DISCLOSURES

As per the Accounting Standard on “Related Party Disclosures” (AS 18) issued by The
Institute of Chartered Accountants of India, the related parties of the Company are as
follows :

1) List of Related Parties & Relationship :

A. Key Management Personnel

1. Shri Arvind N. Lalbhai, Managing Director

2. Shri Sanjay S. Lalbhai, Managing Director

3. Shri Niranjan N. Lalbhai, Managing Director

4. Shri Anang A. Lalbhai, Managing Director

5. Shri Jayesh K.Shah, Director and Chief Financial Officer

Note: Related party relationship is as identified by the Company and relied upon
by the Auditors.

2) Related Party Transactions :

(Rs. in Crore)
Nature of Transactions Related Parties Referred in 1 (a) above

2002-03 2001-02

Remuneration & Other Services 1.26 0.18

13. EARNING PER SHARE (EPS)

2002-03 2001-02

Profit/(Loss) available to
Equity shareholders Rs. in Crore 95.84 (75.69)

Weighted average no. of
Equity Shares for Basic EPS Nos. 176067395 137908117

Nominal value of Equity Shares Rs. 10 10

Basic Earning per Equity Shares Rs. 5.44 (5.49)

Diluted Earning per Equity Shares Rs. 5.25 (5.49)

2002-03 2001-02
(Rs. in Crore) (Rs. in Crore)

(A) Reconciliation of the profit/(loss) for the year,
used for calculating Earning per Share

Profit/(Loss) for the year 107.31 (69.83)

Less: Unpaid dividend on redeemable cumulative
non-convertible Preference Shares 10.17 5.86

Less : Attributable Tax on Pref. Dividend 1.30 –

Profit/(Loss) due to Equity Shareholder 95.84 (75.69)

(B) For the year 2002-03 No. of Shares

Weighted average number of Equity Shares for Basic EPS 176067395

Add : Dilutive potential equity shares 6447217

Weighted average number of Equity Shares for Dilutive EPS 182514612

For the year 2001-02 Nos. Days Adj. Factor Product

Before Right Issue
– Equity Shares 100549945 82 0.91 7503036896

After Right Issue
– Equity Shares 175962404 100 17596240400

25099277296

Weighted average 137908117
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14. DEFERRED TAX

In terms of Accounting Standard (AS 22) on “Accounting for Taxes on Income” issued
by The Institute of Chartered Accountants of India,

(a) In case there is a net deferred tax asset (net of unabsorbed depreciation and carry
forward losses) for the past years as well as for the current period, the company
has not recognised the said deferred tax asset while preparing the accounts for
the period under audit, except where there is a reasonable certainty that sufficient
future taxable income will be available against which such deferred tax assets can
be realised.

(b) In case there is a net deferred tax Liability, the same has been provided in the
Books.

The breakup of deferred tax liability is as follows :

As on 31st March,
2003 2002

(A) Deferred Tax Liabilities arising from

1. Differences between carrying amount of fixed assets 55.98 75.38
in the financial statements and the Income Tax Return

2. Others 4.27 3.96

60.25 79.34

(B) Deferred Tax Asset arising from

1. Expenses charged in the financial statements but
allowable as deduction in future years

(a) Expenses allowable for tax purposes when paid 23.85 24.02

(b) Provision for doubtful debts/advances 0.24 0.30

(c) Provision for contingency – 0.51

(d) Others – 0.05

2. Losses from current year carried forward 0.06 0.70

3. Unabsorbed depreciation allowance carried forward 22.81 40.23

46.96 65.81

(A - B) Total 13.29 13.53

15. CAPITAL RESERVE ON CONSOLIDATION
Capital Reserve on consolidation represents the losses in the value of the investments
in subsidiary companies provided by The Arvind Mills Limited (Holding company) and
Asman Investments Limited (Subsidiary Company) in accordance with the schemes of
arrangement sanctioned by the High Court of Gujarat.

16. DEBT RESTRUCTURING SCHEME
(1) Asman Investments Limited

The Asman Investments Limited had submitted a comprehensive capital reduction
scheme to the Hon’ble High Court of Gujarat and the same has been approved by the
High Court vide its order dated 7th April,2003 and 6th May, 2003. Under the scheme,
the Share Capital of the Company stands reduced to Rs. 4.00 lacs. The amount of
capital reduction and the securities premium arising out of conversion of loans into
equity, has been used for the purpose of writing of the goodwill, diminution in the
value of investments and current assets to the extent of Rs. 60.27 Crore and the
balance of Rs. 85.73 Crore has been transferred to Profit and Loss Account.

(2) Arvind Brands Limited
The restructuring scheme concerning Optionally Fully Convertible Debentures
(OFCD) and term loans, submitted to ICICI Bank has been approved effective January
1, 2002. Under the scheme, substantial concessions in the form of reduction in
interest rate, funding of unpaid interest, reschedulement of installments of principal
amount and interest, have been granted.

17. Figures less than Rs. 50,000/- which are required to be shown separately, have been
shown as actual in brackets.

18. Previous year’s figures are shown in brackets and are regrouped or recast wherever necessary.
19. Current Year’s figures are for a period of 12 months ended on 31st March, 2003 and hence are

not strictly comparable with those of the previous year which are for a period of six months.

SCHEDULE ‘16’
CONSOLIDATED CASH FLOW STATEMENT 2002-2003

(12 Months)
A. CASH FLOW FROM OPERATING ACTIVITIES

Net Profit/(Loss) before Taxes 107.10
Adjustments for :
Depreciation 188.90
Interest Income (7.23)
Interest & Lease Rent Expenses 207.39
Exchange Rate Difference on Loans (6.40)
Exchange Rate Difference - Others 6.78
Bad Debts/Advances Written Off 1.51
Fixed Assets Written Off 0.29
Provision for Doubtful debts 0.49
Disposal of Subsidiaries 4.63
Capital Reserve on Consolidation 2.89
Securities Premium Account (60.27)
Loss on Sale of Investments 2.84
Loss on Sale of Fixed Assets 1.96 343.78

Operating Profit before Working Capital Changes 450.88
Working Capital Changes:
Changes in Inventories (183.63)
Changes in Trade Receivables 90.88
Changes in Other Receivables 5.23
Change in Current Liabilities (144.42)
Net Changes in Working Capital (231.94)
Cash Generated From Operations 218.94
Advance Tax Paid (TDS) (Net of Income Tax Refund) 11.83
Net Cash from Operating Activities 230.77

B. Cash Flow from Investing Activities
Purchase of Fixed Assets (44.51)
Sale of Fixed Assets 54.00
Change in Investments 11.71
Change in Loans & Advances (1.92)
Interest Income 7.63
Net Cash Flow from Investing Activities 26.91

C. Cash Flow from Financing Activities
Issue of Equity Share Capital 35.80
Issue of Warrants 2.71
Share Premium Received 0.10
Interim Dividend on Preference Shares (6.69)
Change in Borrowings (262.17)
Interest & Lease Rent Paid (295.07)
Net Cash Flow from Financing Activities (525.32)
Net Increase/(Decrease) in Cash & Cash Equivalents (267.64)
Cash & Cash Equivalent at the beginning of the Period 296.05
Cash and Cash Equivalent at the end of the Period 28.41

Note : This being the first year of preparation of Consolidated Cash Flow Statement, previous
year’s figures have not been given.

Signatures to Schedules 1 to 16
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OVERSEAS OFFICE

USA
Arvind Worldwide Inc.
130 West 42nd Street

Suite No. 603, 6th Floor,
New York, NY 10036, USA
Tel. : + 1-212-768-4815
Fax : + 1-212-768-7378

e-mail id : raju@arvindusa.com

UK
Arvind Worldwide(M) Inc.

Marlborough House
159 High Street

Wealdstone, Harrow
Middlesex, HA3 5EP, UK

Tel. :  + 44-208-861-3080/2440
Fax : + 44-208-861-2010

e-mail id : rajesh@arvind.co.uk

MAURITIUS
Arvind Overseas (M) Ltd.

La Tour Koenig
Pointe Aux Sables

Mauritius
Tel. : + 230-234-5000-4
Fax : + 230-234-5005

e-mail id : tushar@arvindmu.com,
arvind@arvindmu.com

BANGLADESH
The Arvind Mills Ltd.

C/o Sidko Ltd.
Paragon House, 7th Floor

5 Mohakhali Commercial Area
Dhaka 1212, Bangladesh

Tel. : + 8802-9881794, 8827122
Fax : + 8802-9883400

e-mail id : arvind@neksus.com

INDIA
Arvind Mills Ltd.

Near Khatraj Chokdi
P.O. Vadsar

Taluka : Kalol, Santej
Dist. Mehsana
Gujarat, India

Tel. : + 91-2764-281054
Fax : + 91-2764-281050

HEAD OFFICE

The Arvind Mills Ltd.
Naroda Road

Ahmedabad 380 025
Gujarat, India

Tel.: + 91-79-2203030
Fax : + 91-79-2200267

e-mail id : milind-hardikar@arvindmills.com

The Arvind Mills Ltd.
Lalbhai House

8 Community Centre
Saket, New Delhi 110017

Telefax : 011-26529030-37-40-47

The Arvind Mills Ltd.
2nd Floor, Neptune House

295 S.V. Road
Opp. Bandra Talkies

Bandra (W), Mumbai 400 050
Tel. : 022-26513367-69

Fax : 022-26513472

The Arvind Mills Ltd.
Grace Mansion

Behind Vijaya Bank
25 Infantry Road

Bangalore 560 001
Tel. : 080-2865117/2867697

Fax : 080-2860564

The Arvind Mills Ltd.
100 Park Street

Laxmi Villa
Ground Floor

Kolkata 700 017
Tel. : 033-22871792
Fax : 033-22807375

The Arvind Mills Ltd.
C/o. Arvind Telecom (Syntel)

7th Floor, Commercial Complex
Alsa Towers

186/187 Poonamalee High Road
Kilpamk, Chennai 600 010

Tel. : 044-26415946/26429712




