



ACCOUNTING POLICIES

The  various  areas  of  accounting  where  diverse  accounting  policies  are

disclosed are as under :

1.      Method of accounting

2.      Methods of depreciation

3.      Valuation of stock

4.      Treatment of goodwill

5.      Capitalisation of expenses

6.      Valuation of investments

7.      Treatment of researc and development expenditure

8.      Allocation of expenditure during construction period

9.      Deferred revenue expenditure

10.     Conversion or translation of foreign currencies

11.     Treatment of retirement benefits

12.     Disclosure of events subsequent to the balance sheet

13.     Overall valuation policy

14.     Treatment of prior period items

15.     Treatment of preliminary expenses

16.     Recognition of profit on long-term contracts

17.     Valuation of fixed assets

18.     Treatment of contingent liabilities

19.     Other areas :

        (a)     Revenue recognition

        (b)     Warranties and claims

        (c)     Deferred taxation

        (d)     Advance payments

        (e)     Debts shown net of provisions for doubtful debts

        (f)     Purchases

        (g)     Sales

        (h)     Voyage accounting

==============================================================================

SIGNIFICANT ACCOUNTING POLICIES :

===============================

(1)     BASIS OF ACCOUNTING

        The financial statements are prepared under historical cost convention

        and  comply  with  applicable  accounting  standards  issued  by   the

        Institute of Chartered Accountants of India and relevant provisions of

        the Companies Act, 1956.

(2)     FIXED ASSETS :

        Fixed  assets  are  stated  at  cost  of acquisition. Acquisition cost

        includes  taxes,  duties,  freight,  insurance  and  other  incidental

        expenses related to acquisition and installation and are net of modvat

        credits,  where  applicble. Revenue expenses incidental and related to

        projects  are  capitalized  along with the related fixed assets, where

        appropriate.

(3)     DEPRECIATION :

        Depreciation  on  fixed  assets  is  provided using  the straight-line

        method based on useful lives of assets as estimated by the management.

        Depreciation is charged on a pro-rata basis for assets  purchased/sold

        during the year. Lease  hold  land  is  amortised  over  the period of

        lease. Individual assets costing less than Rs. 5,000  are  depreciated

        in full in the  year  of purchase. The management's estimate of useful

        lives for the various fixed assets is given below :

        Building                        20 years

        Plants and Machinery            7 years

        Jigs and Tools                  5 years

        Computers                       3 years

        Furniture                       5 years

        Vehicles                        5 years

(4)     REVENUE RECOGNITION :

        Sales  inclusive  of  excise  duty  are  recognized on despatch, price

        adjustments for sales made during a year are recorded upon  receipt of

        confirmed customer orders.

(5)     FOREIGN CURRENCY TRANSACTIONS :

        Transactions in  foreign  currency  are  accounted for at the exchange

        rates prevailing on the date of transactions.

        Exchange  differences arising on foreign currency transactions settled

        during the year are recognized in the  Profit and Loss Account for the

        year,  Other  than exchange differences related to the liabilities for

        acquisition of fixed assets that  are  adjusted  to  the  cost  of the

        related  fixed  assets.  All  monetary  items  denominated  in foreign

        currency are translated at  exchange  rates  prevailing on the balance

        sheet  date. The resultant  exchange differences are recognized in the

        Profit and Loss Account for  the year, other than exchange differences

        related to  the  liabilities  for acquisition of fixed assets that are

        adjusted to the cost of fixed assets.

        In  the case of forward contracts, the difference between the  forward

        rate  and  the  exchange  rate  on  the  date  of  the  transaction is

        recognized in the  Profit  and  Loss  Account  over  the  life  of the

        contract,  except  in  case of liabilitiesrelating to  acquisition  of

        fixed assets, which is  adjusted  to  the  carrying cost of the  fixed

        asset.

(6)     WARRANTY :

        Product warranty costs are determined and provided for, in the year in

        which the revenues are recognised, based on past experience.

(7)     INVENTORIES :

        Inventories  are stated at the lower of cost and net realisable value,

        except stores and spares and loose tools, which  are stated at cost or

        under. `Cost' is arrived at  using  FIFO/weighted  average methods and

        includes  appropriate  overheads  in  case  of  work  in  progress and

        finished goods. Finished goods are stated iclusive of excise duty.

(8)     RETIREMENT BENEFITS :

        Liability  of  Leave  Encasement is provided on the basis of actuarial

        valuation.  Contribution  towards  the  Company's  gratuity  liability

        (including  for  past  services  rendered)  made to the Life Insurance

        Corporation of India (L.I.C.) on the basis of actuarial valuation,  is

        charged  to  the  Profit  and  Loss  Account. As  at the year-end, the

        Company's gratuity liability is got reassessed from an actuary and any

        shortfall is also charged to the Profit and Loss Account.

(9)     RESEARCH AND DEVELOPMENT EXPENDITURE :

        All  revenue  expenses  pertaining  to  research  and  development are

        charged to the Profit and Loss Account in the year  in which these are

        incurred  and  expenditure  of  capital nature is capitalized as fixed

        assets.

(10)    TAXATION :

        Provision for Income Tax,  comprising current tax and deferred tax, is

        made on the basis of the results of the year.

        In  Accordance  with  Accounting  Standard 22  Accounting for Taxes on

        Income, issued by the Institute of Chartered Accountants of India, the

        deferred  tax for  timing differences  between the  book and  the  tax

        profits  for the  year is  accounted for  using the tax rates and laws

        that have  been enacted  or substantively  enacted as  of the  balance

        sheet date.

        Defered  tax  assets  arising  from  temporary  timing differences are

        recognised  to  the  extent  there  is a reasonable certainty that the

        assets can be realized in the future.

        The  accumulated  deferred  tax liability as on April 1, 2001 has been

        recognized with a corresponding charge to the General Reserve.

(11)    SEGMENTAL REPORTING :

        The  accounting  policies applicable to the reportable segment are the

        same as those used in the  preparation  of the financial statements as

        set out above.

        Segment  revenue  expenses  includes  amounts  which  can  be directly

        identifiable to the segment or allocable on a reasonable basis.

        Segment  assets  include  all operating assets used by the segment and

        consist  primarily  of  debtors, inventories and fixed assets, segment

        liabilities include all operating liabilities and consist primarily of

        creditors and statutory liabilities.

(12)
INVESTMENTS

1.      Investments  are  shown  at  cost  which  includes brokerage and stamp

        charges.

2.      Investments are shown at cost.

3.      Investments  are  stated  at  cost. Dividend income is acounted in the

        year in which it is received.

4.      Investments are  stated at cost less amount written off whenthere is a

        permanent diminution in values.

5.      Investments are  stated at cost except where the value has depreciated

        and provided for, the same is stated at Depreciated Value.

6.      Investments  are  stated at cost and income  therefrom is accounted on

        accrual basis. Adjustments  towards appreciation  or dimunition in the

        market/intrinsic value of these  investments are made  at the time  of

        disposal.

7.      Quoted investments are stated at cost. Unquoted investment is shown at

        cost. Income from these  investments is credited to revenue on accrual

        basis.

8.      Investments are valued at their acquisition cost.

9.      Investments  are capitalised at  actual costs plus brokerage and stamp

        charges.

10.     Investments are capitalised at cost plus brokerage.

11.     Unquoted  investments  held  on  a long term basis are stated at cost.

        Quoted  investments are  stated at  cost. Provision  is made  for  any

        diminution in value which is considered to be permanent.

12.     Investments  are  valued  at cost of acquisition. In respect of quoted

        investments where the market value is lower than the acquisition cost,

        a provision is made for the estimated loss.

13.     Investments are stated at cost of acquisition inclusive of expenditure

        incidental to acquisition, except in th case of an investment acquired

        in  a  prior  year  under  a  scheme  of  amalgamation and stated at a

        revalued figure. Income from investments is recognised in the accounts

        in the year inwhich it is accrued.

14.     To value all investments at cost  of acquisition inclusive of expenses

        incidental to acquisition  where  applicable.  However, in respect  of

        quoted  investments  where  the market price is lower than acquisition

        cost, the former vlaue is stated.

15.     Investment in securities are carried at cost adjusted for amortization

        of  premiums  to  call  date  and  accretion of discounts to maturity.

        Gains  and  losses  on  sales  of investment securities (computed on a

        specific identified cost basis)  and the related tax effect are stated

        in a separate caption  immediately  preceding net income in the parent

        company only and consolidated statements of income.

16.     Investments are valued at cost or market value whichever is lower.

17.     Quoted  securities  are  stated in  aggregate, at the lower of cost or

        market value. Unquoted securities are included at or below cost.

18.     Listed  investments  are maintained in  total at the lower of cost and

        market  value.  Unlisted  investments  are  maintained  at cost unless

        there is a permanent impairment in their value.

19.     Investments are  valued at lower of cost or  market price, as the case

        may be.

20.     Quoted  securities  are  stated  in  aggregate, at the lowe of cost or

        market value. Unquoted securities are included at or below cost.

21.    Long  term  investments  in  securities  redeemable  at fixed dates are

        stated  in the  accounts at cost, less a  provision set up in previous

        years  in  respect  of unrealised losses, adusted to amortise premiums

        and discounts on purchases over the period to redemption on a straight

        line basis. No further provision is made for  shortfall in the  market

        value  of  dated  securities  which  are  redeemable in excess of book

        value.

22.     Bonus Shares issued by  capitalisation of profits of the subsidiary is

        added to the book value of the investment at the nominal value of such

        shares  and  expressed  in  Indian  currency  at  the rate of exchange

        prevailing  at the  time when  the  original investment  was made; the

        corresponding amount is  taken to  Investment Reserve and treated as a

        Capital Reserve not available for distribution.

23. (a) Quoted  investments (non-trade)  are  valued at cost as at the date of

        Balance Sheet; where the total market value of the quoted  investments

        is  lower  than  the  cost  thereof,  a  reserve  is  set aside out of

        revaluation reserve equivalent to the difference  between  the  market

        value and the cost thereof.

(b)     Unquoted  investments  in  subsidiaries  being of long term nature are

        valued  at  cost  and  no  loss is recognised in the fall in their net

        worth.

24.     Investments

(a)     Valuation :

        Investments  are  shown  in  the  balance  sheet  at  cost. However in

        appropriate cases the cost is written down and the investment is shown

        at book vlaue. On a global basis, market value/breakup value is higher

        than the cost/book value of investments.

(b)     Underwriting  commission/front-end/commitment fee earned in respect of

        developments under underwriting/direct  assistance is adjusted towards

        the  cost  of  shares/debentures that devolve underunderwriting/direct

        assistance.

(c)     Sale of Investments :

        Surplus on sale of investments credited to the Revenue Account is  net

        of  loss on sale  of investments and  amounts written of in respect of

        investments.

(13)
Debtors

1.      Debtors are  stated at book value after making provisions for doubtful

        debts.

2.      Sundry  debtors  include  under  legal  proceeding/decree  company  in

        respect  of  import  materials  pending  settlement  ( since  realised

        Rs. ________ ).

3.      Debtors  inlcude  claim  against  the  insurance company in respect of

        import materials pending settelment (since realised Rs. _________.

4.      Consequent upon _____________ Currency devaluation export debtors have

        been dropped by Rs. ____________ lacs and this has been written off in

        the accounts.

5.      Export incentive receivable Rs. __________ included in the outstanding

        receivable. shortfall/excess, if any, is not taken into account as the

        same is unascertainable.

6.      Debtors  include  amounts  in  respect  of duty drawback receivable on

        vehicles exported.

7.      Debtors include guaranteed  debtors Rs. _____________  in  respect  of

        subsidiary compnay's goods sold on consignment basis and against which

        the bills for the value of Rs. _____________ have been accepted by the

        company.

8.      Debtors  are  stated  after  adequate  provisionfor  doubtful   debts.

        Marketable securities represent liquid funds temporarily invested  and

        are shown at their realisble value.
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