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Dear Shareholders,

In a year characterised by a dim economic
environment, overshadowed by geo-political
issues and a significant lowering of consumer
spends, your Company has managed to keep its
earnings buoyant. Gross revenues at Rs.1594.75
crores have risen by 3% vis-a-vis Rs.1550.14
crores attained in the previous year, while Profit
Before Tax and exceptional items at Rs.146.73
crores as compared to Rs.72.74 crores has soared

by over 102%.

Despite the demerger of its Insulator business,
that your Company should have posted enhanced

revenues and earnings, is indeed commendable.

As in the past, I would like to apprise you of the
major developments in your Company and the
manner in which we are geared to enhance

shareholder value on-goingly.

The decision to demerge the Insulator Division

and transfer it to a separate 50:50 joint venture
with NGK of Japan has been a crucial move. NGK is the undisputed world leader in the
manufacturing and marketing of all types of Insulators for overhead transmission lines and sub
station equipment. It controls 60% share of the world’s Ultra High Voltage Insulator market.
The partnership with NGK will help to build on and strengthen the leadership position we
already enjoy in the domestic market, because of the access we will have to the latest in product
and manufacturing technology. In addition, there will be opportunities for getting plugged in
into a global marketing network. Through this route we will take the Insulator business to new

heights.

At each of our business sectors, sweating of assets, strengthening of operating efficiencies and

lopping up of costs is a given.

To augment growth in revenues and earnings, we have taken a slew of proactive steps. Let me

now focus on our business sectors and apprise you of our plans for them, going forward.
Viscose Filament Yarn (VFY)

VEY has played a formidable role in strengthening Indian Rayon’s position. While the Division

has already attained first quality levels in excess of 60%, endeavours to reach higher quality levels
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are ongoing. An enriched, value-added product mix and peak capacity utilization, resulting in

increased volumes, have helped lace the Division’s bottom-line.

Novel applications of VFY and VFY-based products, leveraging its ‘RAY ONE’ brand, and targeting
it to premium customers are proactive growth oriented measures. These will also enable the
Division to effectively negate the impact of cheap imports. Changing fashion trends leading to a

greater VFY blend will prove to be a stimulant to bring in growth in revenues and earnings.
Garments

In the branded apparel segment, the Division has faced a reversal. Consumer spending has been
muted due to the slowdown in the economy. High inventories, coupled with the mushrooming of
regional brands have led to massive discounting, trapping prices in a downward cycle. Regardless,
we enjoy a leadership position in this segment and our commitment to its growth is evident from
the quantum of the ongoing investments in building brands, in the setting up of our contemporary

world-class suits factory, and in installing a state-of-the-art ERP system, to give us the edge.

Our intent has been to build significant competences in a multitude of areas — such as design, IT,
retail and spawning new product categories such as women’s wear, formal suits, jackets and jeans.
The market response to these initiatives has been positive and they have substantial long-term

potential.

Having said that, [ must add that there is a heightened focus on building and bolstering strong
brands, continuous innovation, a thrust on retail and streamlining operations to bring in best
efficiencies. These are measures that should aid the business get on to a profitable growth

trajectory in the foreseeable future, clearly a key priority.

Carbon Black

The recovery in the Auto/Tyre sector has had a favourable rub off on
your Company’s Carbon Black business. Higher operational efficiencies

and aggressively expanding its markets have spurred its growth.

To capitalize on the demand growth of Carbon Black fuelled by the
Auto/Tyre sector, the capacity of your Company’s plant at
Gummidipoondi will be expanded from 40,000 TPA to 80,000 TPA.
Commercial production will commence by the end of the current fiscal
year. Besides augmenting its leadership position in the domestic market,

this will lead to a strong growth on the export front.

We have met with great success in developing Carbon Black grades for
applications beyond the auto and tyre sectors. Novel grades have emerged
from developmental projects at the Aditya Birla Institute of Fundamental
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Research, Chennai, our Research Institute recognized by the Department of Scientific and Industrial
Research, Government of India.

Despite the pricing pressure that may be exerted to maintain the import price parity, we see our

Carbon Black business surging.

Textiles

For the textile business, the environment continues to be taxing. To ensure its sustainability, the
Division has put a renewed focus on niche business such as flax/linen and worsted yarn. It is
amplifying its presence in world markets which should lead to improving its bottom-line. While
asset-sweating is ongoing, there will be no major infusion of funds in this business.

The Outlook

In my view, the Rayon Division will be the growth propellant, augmented by the Carbon Black
and Insulator businesses. 1 expect the garment business to get on to an even keel quickly.
Opverall, I believe, your Company should do well in the coming year. I would like to add that the
first quarter performance may be an aberration, given the strike in the power loom sector and that
of the trucks.

If our businesses are sustainable through constantly challenging times, it is because of our high-
performing, motivated workforce. I wish to record my heartfelt appreciation of their contribution
without which your Company would not have come this far. They are fully attuned to your

Company’s abiding commitment to create and enhance shareholder value.
The Aditya Birla Group — In Perspective

I would like to take this opportunity to retrace the direction of our

Group over the past four years. If one were to encapsulate it in a single
word - the dominant strategic theme over the past four years has been
consolidation. This is in line with our vision of being a premium
conglomerate, with a clear business focus at each business level,
relentlessly pursuing value creation. The logic underpinning consolidation
is the push for market leadership, economies of scale, productivity gains

and operational efficiencies, coalescing to create value adding growth.

Let me recount some of the major steps that we have taken in our drive

towards consolidation.

The acquisition of a 74.6% equity stake in Indal, from Alcan, at an
investment of a little over Rs. 1000 crores, has been a milestone. Bringing
Indal into the Group’s fold has helped us position ourselves along every

link in the value-addition chain of the business, from metal to I must
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downstream products, where the Hindalco-Indal combine now accounts for over 70% of the

market share in India.

Moving on to the other metal in the Group’s stable, it is commendable that Birla Copper has
attained a leadership status, commanding a market share of over 45 percent - within a short span
of 3 years from its first commissioning. The de-bottlenecking of the Copper Smelter at Dahej last
year has resulted in enhancing the smelter capacity by 50%, to 150,000 TPA cost efficiently, last

year, and the ramp-up achieved has truly set a new global benchmark.

Yet another landmark restructuring move has been the decision to consolidate the copper business
of Indo-Gulf with Hindalco. Simultaneously, Hindalco made a second open offer for the shares of
Indal. Its stake in Indal has increased to 96%. All these moves take us ahead on the road towards
unifying the Group’s non-ferrous metals businesses, and transforming Hindalco into a globally

competitive non-ferrous metals power house.

The acquisition of the Nifty mines in Australia from Straits (Nifty) Pty. Ltd., has elevated Birla
Copper to an integrated Copper producer. Nifty currently has a production capacity of 27500
tonnes per year of Copper Cathodes and a large undeveloped sulphide resource. The project has
a total resource of 148 million tones of ore grading 1.3% of copper. We have rights to explore in
the richly mineralized Paterson province. Additionally, we have acquired a 50% interest in the

Maroochydore exploration project.

Post-restructuring, Indo-Gulf has emerged fully focused on fertilizers, with a brand that commands
a huge equity, strong cash flows and a leadership position in the fertilizer industry. It is well
positioned to take advantage of the opportunities that arise from the disinvestment programme of

the Government.

A slew of initiatives have also been taken to consolidate the operations of Grasim — among them
the closure of the Pulp and Fibre plants at Mavoor, and the sale of the loss-making fabric
operations at Gwalior. Over the past four years, Grasim has become much leaner and stronger —
with the debt/equity ratio improving from 0.93 to 0.58, interest charges falling from Rs 292 crores
to Rs 168 crores, operating profit rising from Rs 678 crores to Rs 1142 crores, and workforce

rationalization taking the manpower strength from 24,400 to 16,600.

In the Telecom business, we joined hands with the Tata Group. Beginning in 2 states, we have
expanded to 7 states. Our subscriber base has reached 1.1 million. Our footprint covers 40 percent
of the cellular market in India, with a 47 percent market share in the circles where we operate,
and an 11 percent market share nationally. The Telecom sector is a continuously unfolding story,

and we hope to remain among the leading players, as the sector grows and consolidates.
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We have recently divested the Group’s stake in MRPL to ONGC. This strategic decision of the
Group was based on lack of leadership position in the sector, no presence in marketing of
petroleum products, especially transportation fuels, and no significant synergies with other Groups,
apart from losses incurred due to regulatory changes. Although the sale of the Group companies’
equity stakes in MRPL does have a one-time impact on their profits, the exit from MRPL
indicates our firm resolve to rationalize the Group’s portfolio of businesses with a view on the

future. It also bears testimony of our commitment to a key group of stakeholders i.e. our lenders.

The Birla Sun Life joint venture, which started off 3 years ago, has developed a major presence in
the insurance and mutual funds sectors. Birla Sun Life is perceived as a leading quality market
player, recognized for its superior service levels and we consider this as a core business with

immense growth potential in the years ahead.

From all of this, a clear trend emerges. Our strategy dictates that we get out of businesses where
we are bit players, and strengthen the businesses where we have clear competencies, so that we
get to the top of the league, or consolidate our position there, as the case may be. This leads to

a sharper and tighter business portfolio with our firepower getting better targeted.

I do believe that our decision to consolidate — and the way we have gone about implementing
that — has been sound. Firstly, we have operated our existing assets efficiently. Secondly, the
assets we have built and acquired have been quality assets, complementing

our existing strengths. Thirdly, the asset growth has been funded largely

through internal accruals. As a result, every one of the companies in our
Group has emerged with a stronger balance sheet. Fourthly, save for the
IT and garments businesses, which are still at an incubation stage, the
consolidation measures have started yielding the results that we had

envisaged.
Performance Measures

Having said this, what has it meant in terms of performance? As you are
aware, we adopted CVA — or Cash Value Added — as a performance
metric three years ago, which is in consonance with our Group’s focus on
value addition. CVA, by itself, is a punishing measure in that it calls for
superior returns on assets created and equity invested. Our Group CVA
has been positive. Given the stringent performance standards set by the
CVA metric, and that, in fact, not too many companies in India, actually
have consistently delivered even a positive CVA, I believe that this is a

commendable performance.

“Our strategy dictates that
we get out of businesses
where we are bit players,
and strengthen the
businesses where we have
clear competencies, so that
we get to the top of the
league, or consolidate our
position there, as the case
may be. This leads to a
sharper and tighter
business portfolio with our
firepower getting better

targeted.”



add that the market capitalization of the Group correlates very weakly with the sharp increase
in value addition, as measured by CVA during the same period. This is a source of
disappointment. Even as I do not think that we need to be drawn into the expectations game
as fueled by analysts, over a period of time, we hope that the market valuations will reflect our

underlying strengths and performance.
Focus on People

Having said that, I must add that the course of shrinking the business portfolio, while placing
larger bets in a few industries, is a higher risk strategy, albeit with the promise of higher returns.
Continuing to deliver superior performance whilst factoring in this potentially higher risk profile,
takes us to what [ believe is our most important asset, one that is not reflected in any of our
balance sheets — our people. Over the last several years, our focus as regards people has been, in
a nutshell, to build a meritocracy. We have taken several initiatives which I would classify under

3 broad heads — Learning and Relearning, Performance Management and Organizational Renewal.

Our Organizational Health Survey (OHS), which is a well-regarded

“We are pushing even
harder on the people front,
building on the significant
progress we have made so
far, and press on with the

task of building a
meritocracy — not just of
brainpower, but also of
entrepreneurial power,
dedication power, vision
power, go-getter power and

ambition power.”

Date : 6th May, 2003

mode globally of tracking employee satisfaction, has thrown up very
encouraging results this year, based on the tracking of 8670 managers

across the Group.

Whilst commendable work has been done at Gyanodaya, our
internationally acclaimed Centre of Management Learning, we are taking

the process to an even higher plane.

We are pushing even harder on the people front, building on the
significant progress we have made so far, and press on with the task of
building a meritocracy — not just of brainpower, but also of
entrepreneurial power, dedication power, vision power, go-getter power

and ambition power.

Best Regards,

Yours Sincerely,

kb L.

Kumar Mangalam Birla



FINANCIAL HIGHLIGHTS

PRODUCTION (Quantity)
Garments*
Viscose Filament Rayon Yarn
Caustic Soda
Chlorine
Spun Yarns
Carbon Black
Insulators +
White Cement #
Cement #

SALES (Quantity) @
Garments*
Viscose Filament Rayon Yarn
Caustic Soda
Chlorine
Spun Yarns
Carbon Black
Insulators +
White Cement #
Cement #

PROFIT & LOSS ACCOUNT
GROSS SALES

Garments *

Viscose Filament Rayon Yarn

Caustic Soda
Chlorine

Spun Yarns
Carbon Black
Insulators+
White Cement #
Cement #
Others

Total Gross Sales
Excise duty

Net Sales

Operating Expenses
Operating Profit
Other Income

Interest Payment (Net)

Gross Profit
Depreciation /Amortisation

Profit before Exceptional Items and Tax

Exceptional Items Gain/ (Loss)

Profit after Exceptional Items
Provision for Current Tax

Add: Tax Provision of earlier years

written back

Provision for Deferred Tax

Net Profit
Equity Shares Dividend
(incl. Dividend tax)

Retained Profit

* Acquired w.e.f. 1st January, 2000.

Units  2002-03  2001-02 2000-01 1999-00 1998-99 199798 1996-97 1995-96 1994-95 1993-94
¢ 000 Nos. 5,610 6,602 5,164 2,445 — — = — _ _
MT 15,873 12,253 15,496 12,621 14,685 14,273 13,803 13,615 13,217 12,780
MT 34875 23976 30,620 27,419 17,085 13,883 400 — — —
MT 28542 19,258 23,960 21,750 13,751 10,529 349 — — —
MT 13,781 12,717 13,490 14,113 16,275 15,721 12,549 11,211 12,132 10,834
MT 112,563 93,634 89,739 95828 63,968 42,104 52,209 51,056 43,140 26,251
MT 1,673 252771 25,665 24,353 24,026 22,152 21,077 20,728 13,667 16,381
£ 000 MT — — — — 81 199 158 155 150 134
£000 MT — — — — 1,045 3,075 2,934 2,362 1,680 1,611
¢ 000 Nos. 6,173 7,068 5,884 1,130 — — — — — —
MT 15,422 12,812 15,326 13,507 13,662 14,322 13,688 13,725 12,527 9,252
MT 34,207 24,111 31,104 27516 16,694 13,596 204 — — —
MT 28,256 19,290 23,834 21,890 13,784 10,547 159 — — —
MT 13,882 13,188 13,258 14,641 16,483 15,190 12,568 11,555 10,755 7,356
MT 114,232 94,504 91,735 94,656 61,243 42,118 50,647 51,618 25935 21,231
MT 7,596 25,184 25,691 23,701 23,656 23,088 21,179 20,504 13,969 16,677
£ 000 MT — — — — 79 202 159 153 152 139
£000 MT — — — — 1,054 3,083 2,952 2,314 1,688 1,626
Rs. in Crores
3417.56 379.70  300.63 52.33 — — — — — —
319.82 223.55 246.61 229.64  266.22 283.31 261.64 251.22 224.71 145.29
24.61 25.56 27.87 21.60 841 4.44 0.03 — — —
21.55 4.53 12.97 134 4.57 431 0.03 — — —
255.64 225.87 247.77 235.46 232.02 226.25 181.88 175.59 129.41 81.05
370.75 315.25 28786  258.26 174.67 126.48 173.99 149.42 70.36 61.39
62.87 201.04 196.36 166.98 185.79 157.78 134.89 112.98 71.01 80.29
— — — — 41.22 120.06 106.59 106.38 79.06 65.89
— — — — 24355 699.51 688.45 51656 322.60  274.22
185.95 174.64  205.88 ~ 215.53 298.67 192.40 93.64 90.27 174.86  200.15
1,594.75 1,550.14 1,525.95 1,187.14 1,461.12 1,814.54 1,641.14 1,402.42 1,078.07 908.28
150.93 139.51 109.76 115.05 162.09 232.29 228.58 194.54 149.71 115.71
1,443.82 1,410.63 1,416.19 1,072.09 1,299.03 1,582.25 1,412.56 1,207.88 92836  792.57
1,21439  1,227.75 1220.16 91742 1,060.69 122822  1,066.68 919.01 72028  597.40
229.43 182.88  196.03  154.67 238.34 354.03 345.88 288.87  208.08  195.17
10.72 9.13 13.01 28.31 24.62 19.67 29.23 60.93 41.25 17.60
21.68 45.73 61.79 52.89 56.90 54.91 56.51 75.31 46.06 54.92
218.47 146.28  147.25 130.09  206.06 318.73 318.60 27449  203.27 157.85
71.74 73.54 73.08 72.50 90.70 87.22 69.83 56.74 31.83 31.79
146.73 72.74 74.17 5759 115.36 231.51 248.77 217,75 16544  126.06
(18.66)""" 1.33" —  (298.82)" — — — — — —
128.07 74.07 74.17 (241.23) 11536 231.51 248.77 217.75 165.44  126.06
9.00 5.00 5.65 — 9.32 19.00 34.00 33.00 32.80 28.20
11.48
25.22 25.61 — — — — — — — —
105.33 43.46 68.52 (241.23)  106.04 212.51 214.77 184.75  132.64 97.86
2533 19.76 19.79 6.65 29.96 37.11 33.40 28.09 22.15 14.49
80.00 23.70 48.73  (247.88) 76.08 175.40 181.37 156.66 110.49 83.37

+ Insulator business transfered w.e.f. Ist August, 2002
# Cement business de-merged w.e.f. 1st September, 1998

@ Includes captive consumption, damages, sample sales and shortages.

A Exceptional loss due to exit from Sea Water Magnesia business
AN Exceptional items: VRS cost of Rs. 7.58 Crores and Surplus in respect of assets held for disposal for Rs. 8.91 Crores

AAAExceptional items: Loss on Sales of MRPL Shares of Rs. 57.08 Crores and Gain on transfer of Insulator Business of Rs. 38.42 Crores
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Units 2002-03 2001-02 2000-01 1999-00 1998-99 1997-98 1996-97 1995-96 1994-95 1993-94
BALANCE SHEET Rs. in Crores
Net Fixed Assets 684.08  1761.76 79438 842.80 1,054.63 1,644.03 1,490.62 1,257.23 88348 517.74
Assets held for disposal (Sea Water Magnesia) — 13.52 19.58  43.07 — — — — — —
Strategic Investments 412.19  435.12  312.63 229.83  224.67  139.31 88.87 54.51 4755  42.86
Other Investments 102.11 4.67 31.19 11433 21552 227.73  200.64  306.38 521.50 418.19
Total Investments 51430  439.79 343.82  344.16  440.19  367.04 28951  360.89 569.05 461.05
Net Current Assets 359.85  425.24 438.10 44141 569.52 57620 70548 49876 311.59 26541
Deferred Tax $ (126.42) (101.20) - = = — = = - =
Misc. expenditure not wriitten off or adjusted 6.88 10.81 14.74 18.67 — — — — — —
Capital Employed 1,438.69 1,549.92 1,610.62 1,690.11 2,064.34 2,587.27 2,485.61 2,116.88 1,764.12 1,244.20
Net Worth represented by:-
Share Capital @ 59.88 59.88 59.88  59.88 67.48 67.48 44.98 4495  44.67 3099
Reserves & Surplus $ 1,110.91 1,03091 1,082.79 1,034.06 134580 1,510.03 1,356.93 1,175.04 1,013.09 65897
Net Worth 1,170.79 1,090.79 1,142.67 1,093.94 1,413.28 1,577.51 1,401.91 1,219.99 1,057.76 689.96
Loan Fund
Secured fund 26632 44347 45448 45003  638.06  869.04 87557 72045 55497 543.47
Unsecured fund 1.58 15.66 1346  146.14 13.00 140.72 208.13 176.44  151.39 10.77
Total Loan Funds 26790 459.13  467.94 596.17 651.06 1,009.76 1,083.70 896.89 70636 554.24
RATIOS & STATISTICS
Operating Margin % 15.89 12.96 13.84 1443 18.35 22.38 24.49 2392 2241 2462
Gross Profit Margin % 15.13 10.37 10.40 12.13 15.86 20.14 22.55 2212 21.90 19.92
Net Margin before exceptional items % 8.59 2.99 4.84 531 8.16 13.43 15.20 15.30 1429 12.35
Interest Cover (EBITDA/Net Interest) X 11.08 4.20 3.38 3.46 4.62 6.80 6.64 4.64 5.41 3.87
Current Ratio X 2.61 2.98 3.45 3.30 2.99 230 243 236 1.67 2.25
DSCR X 1.09 2.01 0.96 0.56 1.87 1.06 2.21 2.20 1.78 142
ROACE (PBIT/ Average Capital Employed) % 11.27 7.50 8.24 5.89 741 11.29 13.27 1510 1406  18.78
ROAE (Net Profit~ / Average Net Worth) % 10.96 3.7 6.13 4.59 7.09 14.27 16.38 16.22 15.18 21.30
ROAE (Profit before deferred tax~/
Average Net Worth) % 11.99 5.80 6.13 4.59 7.09 14.27 16.38 16.22 15.18 21.30
Net Sales / Total Assets X 1.00 091 0.88 0.63 0.63 0.61 0.57 0.57 0.53 0.64
Debt Equity Ratio (Gross) X 0.23 0.42 0.41 0.54 0.46 0.64 0.77 0.74 0.67 0.80
Long Term Debt Equity Ratio X 0.17 0.26 0.28 0.29 0.38 0.55 0.69 0.62 0.53 0.60
Dividend per share Rs. 3.75 3.30 3.00 1.00 4.00 5.00 6.75 6.25 5.75 5.50
Dividend Payout (on Net Profit) % 24.05 45.47 28.88  (2.76) 28.25 17.46 15.55 1520 1670  14.81
EPS (Before exceptional items) Rs. 20.71 7.04 11.44 9.62 15.71 31.49 47.75 41.10 29.69 31.58
CEPS (Before deferred tax &
exceptional items)) Rs. 36.90 23.59 23.65 21.73 29.16 44.42 63.27 53.72 38.16 41.84
Book Value per share Rs. 196 182 191 183 209 234 312 271 237 223
No. of Equity Shareholders Numbers 117,869 124,153 127,257 133,805 155,558 160,539 167,908 174,676 175,426 132,700
Market Capitalization ¢ Rs. in Crores 451 430 481 329 550 1,209 1,318 2,090 2,010 2,030
Price /EPS Ratio X 3.64 10.20 7.02 5.12 5.19 5.69 6.14 11.31 15.15 20.74
Price /Book Value Ratio X 0.39 0.39 0.42 0.30 0.39 0.77 0.94 1.71 1.90 2.94
Exports (FOB) Rs. in Crores  372.76 388.27 39732 296.00 281.92 297.21 212.79 17027 139.63  106.85
Capital Expenditure Rs. in Crores  33.02 38.90 23.714  185.26 88.73 24431  313.70  437.11 40479 139.04

$
@

The cummulative deferred tax liability of Rs. 75.59 crores upto 31st March, 2001 has been met out of the general reserve.

Includes:

1993-94 - Issue of Shares represented by Global Depository shares (GDR) 5,553,087 shares @ Rs.706.08 for Rs.392 Crores.
1994-95 to 1996-97 - Shares alloted against conversion of FCD & Detachable Warrants

(5,319,054 FCD @ Rs.170 for Rs.90.42 Crores)

(1,620,000 FCD @ Rs.200 for Rs.32.40 Crores)

(7,057,105 Detachable Warrants @ Rs.200 for Rs.141.14 Crores)
1997-98 - Bonus shares issued in the ratio of 2:1

1999-00 - 7,606,419 shares have been bought back

Before exceptional items.

On Demerger of Cement Division in FY 1999, Shareholders received 3 Equity shares of Grasim Industris Limtied for every 10 Shares of Indian Rayon And Industries

Limtied held by them.

Insulator business transfered w.e.f. Ist August 2002.



QUARTERLY HIGHLIGHTS - FY 2003

Rs. in Crores

PARTICULARS 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter FY 2003
Gross Sales 402.07 412.92 410.44 369.32 1,594.75
Excise duty 37.57 39.63 39.99 33.74 150.93
Net Sales 364.50 373.29 370.45 335.58 1,443.82
Operating Expenses 307.84 313.19 312.08 281.28 1,214.39
Operating Profit 56.66 60.10 58.37 54.30 229.43
Other Income 1.03 6.56 0.97 2.16 10.72
Interest Payment (Net) 12.96 891 1.05 (1.24) 21.68
Gross Profit 44.73 57.75 58.29 57.70 218.47
Depreciation /Amortisation 18.51 17.85 17.75 17.63 71.74
Profit before Exceptional Items and Tax 26.22 39.90 40.54 40.07 146.73
Exceptional Items Gain/ (Loss) AMA — — — (18.66) (18.66)
Profit after Exceptional Items 26.22 39.90 40.54 21.41 128.07
Provision for Current Tax 1.81 2.87 279 1.53 9.00
Provision for Deferred Tax 9.33 4.65 9.14 2.10 2522
Add: Tax Provision of earlier years written back — — (11.47) (0.01) (11.48)
Net Profit 15.08 32.38 40.08 17.79 105.33
Operating Margin (%) 15.54 16.10 15.76 16.18 15.89
Gross Profit Margin (%) 12.27 1547 15.73 17.19 15.13
Net Margin before exceptional items (%) 4.14 8.67 10.82 10.86 8.59
EPS -Rs. (Before exceptional items)-Annualised 10.07 21.63 26.77 24.35 20.71
CEPS (Before deferred tax & exceptional items)

Annualised 28.67 36.66 44.74 3753 36.90

Note: Insulator business transferred w.e.f. Ist August 2002.

AAN Exceptional items: Loss on Sales of MRPL Shares of Rs. 57.08 Crores and Gain on transfer of Insulator Business of Rs. 38.42 Crores
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MANAGEMENT'S DISCUSSION AND ANALYSIS

OVERVIEW

The year under review has been indeed noteworthy. Net profits have more than doubled and crossed the Rs.100
Crores mark. Notwithstanding the transfer of the Insulator business and amidst difficult market conditions the
Company’s performance has been truly impressive. Aggregate gross revenues have grown a modest 3% from
Rs.1,550.1 Crores in the previous year to Rs.1,594.8 Crores. If the transfer of the Insulator business were not
factored, the growth rate would have been impressive at 12% year-on-year (YoY). Net profits are Rs.105.3
Crores during the year under review.

INSULATOR BUSINESS TRANSFERRED

Strategically, it was a landmark year as the Company transferred the Insulator business through a Scheme of
Arrangement to form a joint venture with NGK Insulators of Japan, named “BIRLA NGK Insulators Private Limited”.

To take the Insulator business to new heights both in the domestic markets and globally, it was imperative to
develop special high-rated insulators and upgrade the quality and operating efficiencies of our existing operations.
Such a step would also make the business more profitable. To do so, the Company has chosen the J.V. route,
with NGK as our JV partner. NGK, the undisputed global leader in this sector has the requisite technology for
manufacturing such insulators with mass production machines, besides a strong marketing network worldwide,
which the JV can leverage.

The transfer is effective from the 1st of August 2002. As the joint venture has become operational from the 6th

of February 2003, the Company’s financial performance reflects the performance of the Insulator business only
for four months, from April 2002 to July 2002.

BIRLA NGK now leverages NGK’s technology and know how support for moving up the value chain and
improving operating efficiencies. This will eventually lead to improved profitability. Apart from the gains on
account of the 50% holding in the joint venture, additional benefits will stem from domestic marketing rights
that have been retained with Indian Rayon.

DIVESTMENT OF MRPL STAKE

The Company has divested its stake in Mangalore Refinery And Petrochemicals Limited (MRPL) to ONGC.
The shares were sold @ Rs.2/- per share, incurring a one time loss of Rs.57.1 Crores, shown as an exceptional
item in the accounts. The Company is now free from all its obligations as a promoter of MRPL.

SEGMENTAL ANALYSIS AND REVIEW

With the transfer of the Insulator business the revenue mix of the Company has changed. The VFY, Carbon
Black, Garment and Textiles businesses each contribute equally at about 23% of the total revenue.

REVENUE MIX
FY 2003 EY 2002
* Inzuoi;amrs O;E‘/:rs ;/;Z Insulators O§}‘:/:rs Yﬁi/yo

14%

Textiles
24%

Garments
25%

Textiles
Garments 22%
9
Carbon 3% Carbon
Black Black
23% 20%

* Insulator business transfered w.e.f. 1st August 2002
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VISCOSE FILAMENT YARN (VFY)
Rs. in Crores

2002-03 2001-02 | Change (%)
Installed Capacity (TPA) 15,000 15,000 —
Production (Tonnes) 15,873 12,253 30
Sales Volumes (Tonnes) 15,422 12,812 20
VEY Net Realisation (Rs./Kg) 189 159 19
Net Sales 338.0 230.9 46
- VFY 290.7 204.2 42
- Caustic Soda and Chlorine 473 26.7 76
Operating Profits 117.3 49.5 137
PBIT 97.1 29.6 228
Capital Employed 260.9 284.4 (8)
ROCE (%) 37.2 10.4 —

Splendid performance aided by initiatives and favourable market conditions

The Rayon Division has put in a splendid performance. The benefits of operational excellence achieved a
favourable change in fashion trends, coupled with new applications in Apparels, Saree, Dress materials and
products having a significant export potential, strengthened the divisional performance. Superior quality, enhanced
customer orientation and the introduction of value added yarns such as high modulus yarns; microfilament yarn,
flat yarn and space-dyed yarns fuelled growth as well. Its RAY-ONE brand now increasingly popular has fetched
a premium too.

Spurt in Revenue growth

The revenues of the Division have soared by 46% from Rs.230.9 Crores to Rs.338.0 Crores, largely due to the
cumulative impact of higher sales volume, better realisation and superior performance of Chlore-Alakli segment.

Sales volumes jumped from 12,812 tonnes to 15,422 tonnes, recording an increase of 20% YoY on buoyant
market conditions. Domestic volumes rose by 24% on the back of better demand conditions. Exports volume
grew a modest 5%. Higher sales volumes were supported by a 30% increase in production, which touched a high
of 15,873 tonnes, reflecting a plant utilisation of 106%. Sharp year-on-year growth is partly due to the lower
base of the last year, when an illegal strike that lasted for 67 days constrained production and sales volumes.

A better product mix, increased share of first quality yarn, at a record level of 62% and favourable market
conditions led to a spurt in average realization by 19% from Rs.159/Kg to Rs.189/Kg. This was more prominent
in the domestic market.

The Chemical business performed equally well. Revenues grew by 76% to Rs.47.3 Crores as a result of higher
realisation. Electro Chemical Unit (ECU) realization in the chlor-alkali business is up from Rs.15,753 to
Rs.16,854 per tonnes.

Operating profits jumps

Operating profits grew by 137% from Rs.49.5 Crores to Rs.117.3 Crores in FYO3. To meet water requirements, in
the face of a severe water shortage in the Saurashtra Region, the Company had to run the Reverse Osmosis
Plant. This has entailed an additional cost burden of around Rs.60 lacs per month. Further, a sharp increase in
the cost of Sulphur, Steam Coal and petroleum products had to be met. Despite these constraints, the Division
has reported high profit.
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Sector Outlook is promising

The long-term outlook is positive, premised on potential demand, driven by favourable fashion trends and new
usages of VFY in vogue.

However, in the short-term, the growth momentum is likely to be impacted, as the proposed introduction of
Cenvat on the Textile Industry and the replacement of Sales Tax with VAT has certain uncertainties attached
to it. The strike by weavers and Transporters constrained the sector, leading to an increase in inventory levels.
This will lead to pricing pressure as well.

Indian Rayon’s VFY business striving to perform better

The Company regained its market leadership. As the capacity utilisation has already peaked, the emphasis will
be on enhancing the share of first quality yarn to that of 76% and raising the share of value added products.
Efforts to better shop floor efficiencies and remain cost competitive are ongoing. Competition has increased
from cheaper imports from China. The Company’s RAY-ONE brand shall help in deriving higher realisation
from premium customers in India and abroad. To up the quality of coloured yarns a capex of Rs.34.4 Crores is
planned. Towards modernisation of existing equipment, a capex of Rs.25.6 Crores will be made over the next
two years.

GARMENTS

Rs. in Crores

2002-03 2001-02 | Change (%)
Volumes (Lac Pieces) 61.7 70.7 (13)
Net Sales 327.5 356.1 (8)
Operating Profit before Advertisement and Royalty 47.9 65.1 (26)
Advertisement Expenses 38.9 50.7 (23)
Royalty Expenses 8.2 8.8 (7)
Operating Profit 0.9 5.6 (84)
PBIT (14.6) (7.6) 92
Capital Employed 200.3 226.4 (12)
ROCE (%) (7.3) (3.3) —

Difficult market conditions

It was yet another difficult year for the branded apparels sector. Weak consumer sentiments and reduced market
demand dampened growth. Simultaneously, the market witnessed increased supplies and hence higher levels of
inventory. Mushrooming of regional brands and excise disparities within the sector, led to intensified competition,
discounting and pricing pressure, particularly in the mid-price segment.

Amidst such a challenging environment, the “Power Brands” of the Company viz. Louise Philipe, Van Heusen and
Allen Solly maintained their market leadership, though volumes were affected. The Peter England brand in the
popular segment met with a reversal.

Revenue affected

Revenues at Rs.327.5 Crores as against Rs.356.1 Crores in the previous year show a fall of 8%. Volumes at 61.7
lac pieces are lower by 13%. Contract exports remained strong, and grew by 8.7% to Rs.40.4 Crores.

The fall in revenue was contained with new initiatives taken during the year. Even though their contribution is
small, these initiatives will provide long-term growth to the business.
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International quality suits and blazers were launched under the Louise Philippe and Van Heusen brands. Additionally,
customers will be offered complete wardrobe solutions and towards this end licensing arrangement for accessories
is underway. The Allen Solly “Women’s Wear” was rolled out nationally. Trendy jeans under the San Frisco brand
were test launched, a new range of knitwear T-shirts under the Elements sub-brand of Peter England were
successfully launched. Lower price point products were introduced under Peter England through product innovation.
Consumers have well accepted all these initiatives/launches. These have substantial
long-term growth potential and will help in consolidating market position, going forward.

Innovation and product development continues to remain one of the key focus areas. Under difficult market
conditions some of our collections performed exceedingly well in the market viz. the Hawaain and Las Vegas
collection from Allen Solly, Icetouch, World wear and Inferno range from Van Heusen. The washing technology
in the denim range would give a cutting edge in this segment.

Profitability under pressure

Operating profits (before advertisements and royalty) declined from Rs.65.1 Crores to Rs.47.9 Crores, due
to lower volumes and higher discounting. Operating profits after advertisement and royalty charges stood
at Rs 0.9 Crores.

Towards overcoming market pressures, the Company controlled its advertisement spends. Consequent to focused
and judicious advertisement spends and effective media buying, advertisement expenses declined from Rs.50.7
Crores in the previous year to Rs.38.9 Crores in the current year, a fall of 23% YoY. Advertisement expenses
account for 12% of sales as compared to 14% of sales last year. This is noteworthy given the heavy advertisement
spends on new categories and products viz. Suits & Jackets, Allen Solly “Women’s Wear” and San Frisco Jeans.

The profitability of the fashion brands is strong. Peter England has been a concern area. The Company has
already implemented a recovery strategy for Peter England, introducing lower price point products through
product innovations. The distribution system has also been streamlined nationwide. These measures should
ensure improved overall profitability in the next fiscal.

Strong Brand Image maintained

Overall the brands continue to remain strong. The last ORG-Marg survey ranked Allen Solly, Peter England,
Louis Philippe and Van Heusen among the top 5 brands in the men’s’ shirts category in the country. Allen Solly
won the Indian Express Marketing Excellence award for Brand Excellence & Brand Building. Allen Solly
“Women’s Wear” won the “Best Launch of the Year” award at the Images Fashion Award distribution.

Retail Focus continues

A key focus area is the strengthening of our distribution network. In line with the emerging preference of
consumers for Mega stores and Shopping malls, our efforts to offer an excellent shopping experience through
Planet Fashions has proved successful. With the addition of 13 Planet Fashions during the year, we now have 30
Planet Fashions in India and 10 in the Middle East. We also have 12 Trousers Towns. The showroom and retail
space has been enlarged by 16% from 1.8 lacs square feet in the previous year to 2.1 lacs square feet during the
year. The retail focus provides us with a strong market presence and consumer contact.

Sector Outlook is positive

The long-term outlook for the Garments Industry remains promising as consumers are becoming increasingly
brand conscious. A fundamental shift has taken place with a marked preference for ready-to-wear garments. Also
in the short term the marginal reduction in Excise Duty and efforts towards bringing the entire textile and
garments industry under the Cenvat chain announced in the last Finance Bill will help the industry in improving
the margins. The domestic market is already showing early signs of recovery. The competition is going to be
hotter as new players are entering the market.



Indian Rayon’s Garment business to improve profitability

The slew of initiatives enumerated earlier, will steer the Division on the path to profitability. Improving
operating efficiencies in both manufacturing, supply chain management, dormancy management and putting
checks and systems in place to reduce risks in new launches / designs will assist in reducing costs and improving

the margins. Towards the latter ERP-SAP implemented in July-2002 will add further.
CARBON BLACK

Rs. in Crores

2002-03 2001-02 | Change (%)
Installed Capacity (TPA) 110,000 110,000 —
Production (Tonnes) 112,563 93,634 20
Sales Volumes (Tonnes) 114,232 94,504 21
Realisation (Rs./Ton) 28,699 29,599 3)
Net Sales 327.8 279.7 17
Operating Profits 71.7 57.9 24
PBIT 58.6 45.0 30
Capital Employed 268.8 303.3 (11)
ROCE (%) 21.8 14.8 —

Recovery in Auto sector leads to improved performance

The performance of the Carbon Black business has been better, fuelled by a strong recovery in the Auto/Tyre
sectors. Most domestic tyre manufacturers exported Tyres. Though CBFS prices remained volatile in the global
market, the Company has managed it proactively.

The Division responded well to the opportunities available in the market by sweating its assets to the maximum
and deriving advantage of Gummidipoondi’s (Chennai) coastal location. The market mix was also proactively
managed, with a larger share of domestic sales. Operational efficiencies, energy conservation measures and focus
on Research and Development activities were growth stimulants. To tap the market growth the Company has
opted for a Brownfield expansion.

Revenue growth on the back of higher production and sales volumes

Divisional revenues grew by 17% from Rs.279.7 Crores in the previous year to Rs.327.8 Crores
in the current year.

Sales volumes rose by 21% from the level of 94,504 tonnes to 114,232 tonnes during the current year. Exports
sales volumes grew a modest 5.5% whereas domestic sales volumes have surged by 26%. The latter offers better
prices.

Higher sales volumes were feasible with efficient operations of the plant and capacity utilisation at a record
102%. Production volumes increased by 20% from 93,634 tonnes in the previous year to 112,563 tonnes during
the current year.

The price in the domestic market was lower than the previous year, to maintain import price parity in the
domestic market, as there has been a 5% fall in the customs duty in the previous year. Along with this, the
benefit of lower CBFS prices was also passed on to the customers. This led to a marginal fall of 3% in overall
realisation during the year, from Rs.29,599 per ton in the previous year to Rs.28,699 per ton during the current
year. A larger share of domestic volumes, which derives higher realisation aided in containing the fall.
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Operating profits

The operating profits of the Division expanded by 24% from Rs.57.9 Crores in the previous year to Rs.71.7
Crores in the current year. Endeavour to improve operating efficiencies, cost reduction initiatives and benefits of
economies of scale led to maintaining the per tonne profitability at the level of Rs.6,278. Higher sales volume,
increased share of domestic sales and efficient working spurred profitability.

The Carbon Black Feed Stock (CBFS) prices — a major raw material- remained volatile in line with the
movement in global crude oil prices. The CBFS prices (FOB) ranged from US $ 80 per tonne to US $ 150

per tonne.
Sector Outlook remains strong

The demand outlook for the Carbon Black business remains strong in the long-term. Even in the short-term the
prospects for the business look promising, as the Auto/Tyre sector revival and higher tyre exports gain momentum.
The focus on infrastructure, particularly building roads augurs well for the business.

The recent fall in crude oil prices will lead to softening of CBFS prices and benefit the Carbon Black cost
structure. Pricing flexibility may be impacted by the 5% fall in customs duty on Carbon Black. Below average
rainfall will constrain growth of the agriculture sector, influencing the auto/ transportation sector and may lead
to weaker realisation.

Indian Rayon’s Carbon Black business shall strive to improve margins

Going forward, the Division will focus on increasing its domestic market share by higher volumes, exports,
developing non-tyre applications, deriving higher realisation through better product mix and tightening the cost
structure for enhanced profitability.

To enhance margins the share of value added products is being raised. Specialty grades of carbon black have
been launched. Efforts are on to domestically source CBFS to lower the transportation cost and the time lag.
The Birla Carbon brand is being leveraged to take customer relationship to a new high. The sales mix is being
worked in a manner to derive better realisation. Exports continue to remain on the radar as it helps in exploiting
the locational advantage of the Chennai plant to the maximum. Efforts are on at the R & D centre at Chennai
to grow the non-tyre applications.

To enhance volumes to tap the market growth, a “Brownfield Expansion” at Gummidipoondi plant is underway.
This expansion will be carried out at a capex of Rs.60.0 Crores, over a period of one year and shall raise the
existing capacity by 40,000 tonnes — this will result in 36% increase in capacity to 150,000 tonnes.

These revenue maximization and cost reduction endeavors should facilitate superior margins and improved
market share.

TEXTILES

Rs. in Crores

2002-03 2001-02 | Change (%)

Net Sales 348.3 306.2 14
Operating Profits 28.7 30.5" (6)
PBIT 9.9 1.1 (11)
Capital Employed 174.9 170.4 3
ROCE (%) 5.1 6.5 —

* Before VRS




Performance maintained in difficult market conditions through initiatives taken

The Textiles business has operated amidst difficult market conditions. On the exports front, business has
performed well. On the domestic front, growth has been marginal. A steep rise in the input cost has affected the
worsted segment. The benefits of flax modernization and the retailing initiative under the Linen Club brand have
accrued during the year. The Company has exited from the PV fabrics.

The overall sales volume of the textile business is up by a modest 4% from 14,570 tonnes in the previous year to
15,262 tonnes in the current year. Worsted volumes grew from 3,782 tonnes to 3,917 tonnes. Flax yarn also rose
by 11% from 604 tonnes to 672 tonnes and Synthetic yarns from 10,184 tonnes to 10,673 tonnes. Consequent
to the modernisation initiative taken by the unit the flax segment has shown positive results. The uncertainties
surrounding Cenvat and VAT have affected the year-end dispatches of this Division too.

Realizations have gone up across the board in line with the increase in input costs. This was partially passed on
to the consumers. Due to lower global availability, the price of wool was higher. Sales revenue has grown 14%
from Rs.306.2 Crores in the previous year to Rs.348.3 Crores during the current year. Exports stand enhanced
28% to Rs.181.8 Crores despite the rupee appreciation. Exports, which constitutes 52% of textile Division’s
revenue, has boosted its overall profitability. Operating profits were nearly maintained at Rs.28.7 Crores as
against Rs.30.5 Crores in the previous year. Profitability at these levels has been supported by a rising share of
value added products and the restoration of DEPB rates.

Outlook for Indian Rayon’s Textile Division

Market conditions remain difficult for the textile business with consistent pressure on realization on the one side
and higher costs on the other side. The Company’s strategy will be to draw benefits from flax modernization and
linen retailing. Linen is positioned as “the Fabric of the future” and is being promoted as a “Regular wear”. Plans
are afoot to further modernize the flax operations, augment operational efficiencies and improve quality standards.
In the worsted yarn segment, the likely softening of import price of raw wool will improve the performance.
Synthetic yarn is expected to remain stable. A special thrust on speciality fabrics like flame retardant fabrics
would augment profitability. All these efforts should help in improving the profitability of the business.

FINANCIAL REVIEW AND ANALYSIS

Rs. in Crores

2002-03 2001-02 | Change (%)
Net Sales 1,443.8 1,410.6 2
Other Income 10.7 9.1 17
Operating Profit (PBDIT) 248.3 200.8 24
Royalty 8.2 8.8 (7)
Net Interest 21.7 45.7 (53)
Depreciation 1.7 73.5 (2)
Profit Before Tax and Exceptional Items 146.7 72.7 102
Exceptional Items
- Loss on Sales of MRPL Shares (57.1) — —
- Gain on transfer of Insulator Business 38.4 — —
- VRS Costs at Textiles — (7.6) —
- Surplus on Sale of assets under disposal — 8.9 —
Profit after Exceptional Items 128.1 74.1 73
Provision for Current Tax 9.0 5.0 80
Provision for Deferred Tax 25.2 25.6 (2)
Tax provision for no longer required (11.5) — —
Net Profit 105.3 43.5 142




Revenues

That despite the transfer of the Insulator business, Net Sales at Rs.1,443.8 Crores for the year is up by 2%
as compared to Rs.1,410.6 Crores in the previous year, is indeed commendable. The VFY, Carbon Black
and Textiles has reported higher revenues during the year, while revenues from the Garments business has

declined.
Operating Profit

Operating profits have grown by 24% from Rs.200.8 Crores in the previous year to Rs.248.3 Crores in the
current year. The Insulator business has contributed only Rs.16.6 Crores as against Rs.44.7 Crores in the
previous year, due to its transfer.

The Company’s impressive growth has been powered by the resurgence of VFY as the single largest contributor
at 47% of total profits. VFY’s profits zoomed by 137% to Rs.117.3 Crores. In Carbon Black too profits soared by
24% to Rs.71.7 Crores. Garments and Textiles were affected by market conditions and therefore contribute 4%
and 12% respectively.

Interest

Interest expenses are lower by 30% to Rs.43.7 Crores as against Rs.62.5 Crores in the previous year, on account
of repayment of debentures worth Rs.85.9 Crores and other loans of Rs.3.0 Crores. A comfortable cash flow led
to lower working capital borrowings and lower interest rates prevailing aided in lowering the interest cost.

On the other hand the interest income has jumped by 31% from Rs.16.8 Crores in the previous year to Rs.22.0
Crores during the year. Higher interest earned on income tax refunds at Rs.9.6 Crores as against Rs.8.4 Crores in
the previous year and an interest of Rs.4.0 Crores on debentures issued on transfer of the Insulator business — has
beefed up the interest income.

Depreciation

Depreciation charges are lower from Rs.73.5 Crores in the previous year to Rs.71.7 Crores, on account of the
transfer of the Insulator business, whose performance is accounted for only four months.

Exceptional Items

Exceptional items during the year entailed a provision of Rs.18.7 Crores as against a gain of Rs.1.3 Crores in the
previous year.

During the year the Company incurred a loss on sale of MRPL shares of Rs.57.1 Crores and gained Rs.38.4
Crores on the transfer of Insulator business.

In the earlier year two exceptional items were provided for. These are firstly - Rs.7.6 Crores towards VRS costs
at Textiles and secondly a gain of Rs.8.9 Crores towards the write-back of losses on the Sea Water Magnesia
Assets, due to higher realizations on sale of substantial assets, including infrastructure assets at the plant.

Provision for Current and Deferred Tax

The Company had made a provision of Rs.9.0 Crores against Rs.5.0 Crores in the previous year towards current
taxes. The Company at present is liable to pay tax as per the provision of MAT.

A further provision for Rs.25.2 Crores has been made as against Rs.25.6 Crores in the previous year towards
deferred tax liabilities.

A tax provision for earlier years of Rs.11.5 Crores has been written back, as no longer required on winning
appeals with appellant authorities.
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Net Profit

The Net profit for the year has more than doubled at Rs.105.3 Crores as against Rs.43.5 Crores in the previous
year, reflecting an overall superior performance.

The Company’s Earnings Per Share (EPS) is up a whopping 142% to Rs.17.6 while Cash Earning Per Share
(CEPS) has gone up 42% from Rs.23.8 to Rs.33.8 in FY03.

CASH FLOW ANALYSIS
Rs. in Crores

2002-03
SOURCES OF CASH
Cash flow from operations (Net of Tax) 2574
Non-operating cash-flows (dividend income received) 5.2
Proceeds from transfer of Insulator Business 131.4
Proceeds from Sale of MRPL equity 8.0
Proceed from sale assets held for disposal 13.5
Decrease in Working Capital 47.8
TOTAL 463.3
USES OF CASH
Net Capital Expenditure 31.6
Repayment of Borrowings (Net) 163.8
Increase in Investments 194.5
Net Interest 26.6
Dividend 19.8
Increase/(Decrease) in Cash and Cash Equivalents 27.1
TOTAL 463.3

Sources of Cash

Operating cash flow for the year is Rs.257.4 Crores. The high operating cash flow was rendered possible with the
fine performance of VFY and Carbon Black, besides other businesses. Non-operating cash flow of Rs.5.2 Crores
primarily consisted of dividend receipts. The transfer of the Insulator business has resulted in a cash flow of
Rs.131.4 Crores. The Company has received cash of Rs.8.0 Crores on sale of MRPL shares to ONGC as
consideration. It obtained Rs.13.5 Crores of cash as proceeds from the sale of assets held for disposal. The
decrease in working capital released Rs.47.8 Crores, mainly due to the transfer of the Insulator business.

Uses of Cash

The Company has invested a sum of Rs.31.6 Crores towards normal capital expenditure at its key businesses.
These include investments in the Garments, VFY, Carbon Black and Textiles Divisions.

The Company has repaid a sum of Rs.163.8 Crores during the year, comprising of the long-term debts of Rs.82.3
Crores (Net) and short-term borrowings of Rs. 81.5 Crores.

The Company has increased its long-term and short-term investments. On transfer of Insulator business, the
Company has been allotted 50% equity shares of Birla NGK Insulators Private Limited for Rs.12.5 Crores. It has
purchased 4% stake in Birla Sun Life Insurance Company Limited from Birla Global Finance Limited, besides
making further investments of Rs. 22.2 Crores. Short-term investments have risen by Rs.152.3 Crores.
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The Company paid a sum of Rs.19.8 Crores towards dividend for the year 2001-2002. The Board has proposed a
dividend of Rs.3.75 per share for the year 2002-03. Besides this, the Company will also pay a dividend tax of
12.8%. The dividend outgo will be Rs.25.3 in the current financial year, a 28% rise over previous year.

RISK MANAGEMENT

The Company is exposed to risks from market fluctuations of foreign exchange, interest rate and
commodity prices.

FOREIGN EXCHANGE RISK

The Company’s policy is to hedge its long-term foreign exchange risk as well as short-term exposures. Currently,
the Company does not have any long-term foreign exchange liability and its short-term exposure is covered from
time to time, depending on the prevailing market conditions. The Company has reported aggregate exports of
Rs.372.8 Crores and imports of Rs.313.2 Crores in FY03. The Company’s policy is one of hedging the dollar
position on net basis. From an excess of exports over imports, Company is long on US$. To minimise the impact
of the market fluctuations by using proper hedging tools, it is actively managing its forex risks

INTEREST RATE RISK

The Company has a mix of fixed and floating rate borrowings. The long-term borrowings are at fixed interest
rates and short-term borrowings are at floating interest rates. Accordingly, no Interest Rate Risk is perceived.

COMMODITY PRICE RISK

The Company is exposed to the risk of price fluctuation on raw material as well as finished goods in all its
products. These risks are not significant considering the inventory levels and normal correlation in the price of
raw materials and finished goods.

INTERNAL CONTROL SYSTEM

The Management Information Systems (MIS) is the backbone of the Company’s control mechanism. All
operating parameters are monitored and controlled. The Company has adequate internal control systems for the
business processes across various Profit Centres, in respect of efficiency of operations, financial reporting,
compliance with applicable laws and regulations etc. Clearly defined roles and responsibilities down the line for
all managerial positions have been institutionalised.

The internal control system is supplemented by extensive audits conducted by the Corporate Audit Cell.
Regular internal audits and checks ensure that responsibilities are executed effectively and that the MIS is
flawless between a well-conceived annual planning and budgeting system. Audit Committee of Board of Directors
actively reviews the adequacy and effectiveness of internal control systems and suggests improvements for
strengthening them.

Any material change in the business outlook is reported to the Board. Material deviations from the annual
planning and budgeting if any are reported on a quarterly basis to the Board. An effective budgetary control on
all capital expenditure ensures that actual spending is in line with the capital budget.

HUMAN RESOURCE MANAGEMENT

The Company presently has 7,732 employees on its rolls. These are basically its human resource assets and are
integral to the Company’s ongoing successes. They have played a significant role and enable the Company to
deliver superior performance year after year. The Company’s Human Resource processes have been covered in
depth in the Director’s Report.
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SUBSIDIARY AND JOINT VENTURE COMPANIES
SUBSIDIARY COMPANIES
Software Business

The Indian software sector was affected by the global downturn, with the smaller players more severely hit.
During the year PSI Data Systems consolidated its stake in Birla Technologies Ltd. to 100%. The Company has
restructured its operations and is now out of embedded software business and a major part of the hardware
operations, which are non-core. Three focus areas have been identified — business solutions, banking and
insurance. The Company has prioritized the businesses based on geographical needs.

The consolidated performance of the business has been affected by the prevailing market conditions. Costs for
most of the year remained high because of infrastructure investments in the earlier year. Revenues were Rs.71.3
Crores against Rs. 100.7 Crores for previous period. This was due to adverse market conditions and the Company’s
decision to de-emphasize non-strategic lines of business.

The Company has sharpened its delivery capability and has been assessed for the highest SEI CMM Level 5 for
its Bangalore Development Centers. With increased focus, coupled with cost control measures already undertaken,
business is expected to be cash positive in the next fiscal.

JOINT VENTURE COMPANIES

Our investments in our joint venture companies total Rs.236.0 Crores. These encompass BIRLA NGK Insulators
Private Limited, Birla Sun Life Insurance Company Ltd and Idea Cellular Ltd.

BIRLA NGK Insulators Private Limited

The transfer of the Insulator business is effective from 1% of August 2002. Only the first four months performance
is reflected with Indian Rayon’s results. In line with the JV agreement, domestic marketing rights have been
retained with Indian Rayon while Export rights are vested with NGK Insulators, Japan.

Insulator business produced 7,673 tonnes and marketed 7,596 tonnes. Revenues stood at Rs.59.9 Crores. Operating
profits were Rs.14.6 Crores.

Indian Rayon has received a commission of Rs.2.3 Crores, on insulator sales in the domestic segment during the

months of Feb-03 and Mar-03.

The performance of the Insulator business for the full year has been satisfactory. Production at 24,419 tonnes is
marginally lower vis-a-vis 25,277 tonnes in the previous year. Sales volumes at 25,230 tonnes are slightly above
25,183 tonnes attained in the previous year. Consequently, sales revenues are Rs.194.9 Crores as against Rs.197.0
Crores in the previous year. A fresh look at stocks and provisioning has led to a small fall in operating profits to
Rs.41.0 Crores as against Rs.44.8 Crores during the previous year.

The JV has chartered out an ambitious Capex plan for insulator business. To enhance the capacity by 8,000
tonnes — an increase of 23% in capacity, the JV is to invest Rs.34.7 Crores. On its completion the total insulator
capacity will stand increased to 42,000 tonnes. To improve the quality levels, Rs.22.0 Crores have been earmarked
for modernization.

Outlook for Insulator Business

The outlook for the Insulator business is positive both in the domestic as well as exports market. The recent
thrust given by the government in augmenting power needs of the country will provide enough opportunity in
the domestic market. The Government is targeting to add an additional 100,000 MW generating capacity by
2010 to meet the growing demand supply gap. Besides this, the construction of national grid and participation of
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private parties in transmission and distribution segment has further gained prominence. The passage of Electricity
Bill will usher in the much-delayed reforms.

In the overseas market underdeveloped countries offer good potential with a thrust on development of power
infrastructure. The JV partner is already well entrenched in the exports market and will be sourcing the exports
requirements from the JV, as NGK is vested with exports marketing rights.

The prospects and performance of Insulator business is expected to be much better. With the JV formation,
NGK Insulators of Japan is committed to bring in technical know-how for improving quality levels and achieving
better yield. The product mix is also skewed towards a larger share of value added products. With these
initiatives, new products offering, quality of products and service levels will improve significantly. The Company
will benefit immensely through this association with world leader in Insulators.

The domestic marketing set up is now in place and henceforth domestic sales of insulators will form part of
Indian Rayon’s revenue stream.

Birla Sun Life Insurance Company Limited

Birla Sun Life Insurance Company Limited (BSLI) is a joint venture between the Aditya Birla Group and Sun
Life Financial for offering life insurance products in India. Indian Rayon holds 74% stake in this joint venture
and therefore it is also a subsidiary of the Company.

The Company has completed a very successful second year of its operations. The Company is growing fast,
spurred by its performance in Individual Life and Group business and is the undisputable leader in Unit Linked
product segment. It is placed amongst the top 3 life insurance companies, including LIC, based on annualized
premium and is well on track to achieve its strategic target. The Company has achieved the “Best Persistency
Level” in the industry exceeding 90%.

During the year business from individual premiums crossed Rs.116.9 Crores for the year and has grown at a faster
pace. The Company has achieved sales corresponding to an annualized premium of Rs.170 Crores, which is a
growth of 385% over the previous year’s annualized premium of Rs.36 Crores. The Group business has contributed
to the extent of 26% of annualised premium but its targeted potential is yet to be achieved, as the Company has
entered into “Group Superannuation and Gratuity Business” in the current year only.

The Company has expanded its operations to 22 branches in 16 cities with more than 5,000 advisors and over
50 corporate agents. It has also tied up with Citi Bank, Deustche Bank, Bank of Rajasthan, Development Credit
Bank, Bank of Muscat and Catholic Syrian Bank for bancassurance and have an alternate channel team for
managing corporate agents and a dedicated in-house team of sales professionals for selling Group products to
corporate and institutions. The Company has a professional and highly motivated team of more than 600
employees to manage its operations.

BSLI aims “to be amongst Top 3 life insurance companies in India”.

Idea Cellular Limited

Idea Cellular Limited has established market leadership in four out of five circles of its operations. The Company’s
subscriber base is up by 58% from 8.1 lacs to 12.8 lacs. In MP, where it holds 37% of market share, it is rated as
No.1 for quality of service provided, for the second consecutive year by TRAI The Delhi circle has added record
1 lac subscribers in the very first month of its operation. Industry growth has been accelerated with the entry of
the third and the fourth operator. The All India Cellular subscribers has grown by 97% in FY 2003 from 64 lac

subscribers to 127 lac subscribers.

Revenue has climbed up by 26% to Rs. 848.9 Crores from Rs. 671.2 Crores in the previous year. Operating
profits have also increased by 25% to Rs. 232.7 Crores from Rs. 186.3 Crores in the previous year.

(22)



Post IUC cellular operators are receiving interconnect charges for incoming calls. This will help in improving
revenues and earnings. Thus, going forward the Company is expected to perform better.

CONCLUSION

In the backdrop of excellent performance during the year, Indian Rayon is geared to reach greater heights. The
Company expects the performance of its businesses to improve. VFY should gain from better quality levels and
leveraging RAYONE brand. Garments Division should increase sales volumes through a pricing strategy in the
popular segment and will as benefit from the slew of proactive initiatives taken during the year. Carbon Black
should perform well with the growing Auto/Tyre sector. Textiles will derive gains from retailing of Linen and
higher sales in Worsted segments.

The overall outlook for the Company’s future is positive. However, the first quarter may be affected with the
national level power loom sector / truck strike.

CAUTIONARY STATEMENT

Statements in this “Management’s Discussion and Analysis” describing the Company’s objectives, projections, estimates, expectations
or predictions may be “forward looking statements” within the meaning of applicable securities laws and regulations. Actual results
could differ materially from those expressed or implied. Important factors that could make a difference to the Company’s operations
include global and Indian demand supply conditions, finished goods prices, feed stock availability and prices, cyclical demand and pricing
in the Company’s principal markets, changes in Government regulations, tax regimes, economic developments within India and the
countries within which the company conducts business and other factors such as litigation and labour negotiations.
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CORPORATE GOVERNANCE REPORT

Corporate Governance : Our Philosophy

Corporate Governance is about directing and controlling the company with the overriding objective of optimizing
return for shareholders. A good governance process aims to achieve this by providing long-term visibility of its
businesses, ensuring effective relationship with stakeholders, establishing systems that help the Board in
understanding risk appetite and monitoring risk at every stage of the corporate’s evolution process. The corporate
governance is not a matter of form, but of substance. It is an article of faith and should be integral to core values
of the corporate.

At the Aditya Birla Group, we firmly believe that a good governance is critical in sustaining corporate development,
improving access to capital, increasing productivity and competitiveness. The quality of our governance process
and disclosure practices stand testimony to our belief. We will remain committed to the adoption of best possible
governance practices towards discharging our fiduciary responsibilities and protecting minority shareholder
rights, at all times even in the future. In line with this overall context, Indian Rayon And Industries Limited,
a member of the Aditya Birla Group, has been striving for excellence through adoption of best governance and
disclosure practices over the last few years. The Company has been making significant disclosures on its Board of
Directors and the management, business performance and outlook, significant risks and protective measures
taken by the Company.

Your Company has continued the practice even during the year and has benchmarked its practices with the
recommendations of the SEBI Committee on Corporate Governance, as highlighted in this report.

Compliance with the SEBI Code on Corporate Governance

1. The Board should have an optimum combination of Executive and Non-executive Directors and at least
50% of the Board should comprise of Non-executive Directors. Further, at least one-third of the Board
should comprise of independent Directors where Chairman is non-executive and at least half of the Board
should be independent in case of an executive Chairman.

The Board of the Company comprises fully of Non-executive Directors with considerable experience in their respective
fields. 50% of the Board comprises of Independent Directors, including a representative of Life Insurance Corporation
of India, an Investor.

Director Executive / No.of Outside No. of Outside Committee
Non-Executive | Directorships held Positions Held
Independent! Public Private Member Chairman/

Chairperson

Mr Kumar Mangalam Birla Non-Executive 9 5 - 1

Mrs Rajashree Birla Non-Executive 5 6 - -

Mr B. L. Shah Non-Executive 3 1 1 -

Mr Vikram Rao Non-Executive’ - - - -

Mr B. R. Gupta Independent’ 6 1 5 1

Mr H. J. Vaidya Independent 1 - - -

Mr P. Murari Independent 10 - 7 1

Ms Tarjani Vakil Independent 2 I 2 1

1 Independent director, as defined in Clause 49 of the Listing Agreement, is one, who apart from receiving
Director’s remuneration, does not have any other material pecuniary relationship or transactions with the
Company, its promoters, management or its subsidiaries, which in judgement of the Board may affect independence
of judgement of the Director.
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2 Employee of another company of the Aditya Birla Group.
3 Representative of Life Insurance Corporation of India (LIC), an Investor.

The Board should set up a committee under the chairmanship of a Non-executive/Independent Director to
specifically look into shareholder issues including share transfer and redressing of shareholder complaints.

An “Investor Relations and Finance Committee” of the Board is in place to inter alia look into issues relating to
Shareholders, Debentureholders, including transfer and transmission of Shares/Debentures, issue of duplicate Share/
Debenture Certificates, non-receipt of dividend, Annual Report, etc. The composition of the committee is as under:

. Mr P. Murari, Chairman
. Mr B. L. Shah, Member
. Mr H. ]. Vaidya, Member

During the year under review, the Committee met twice to deliberate on various matters referred above. Details of
attendance by Directors for the Committee meetings are as follows:

Name of Director No. of Meetings

Held Attended
Mr P.Murari 2 None
Mr B.L.Shah 2 2
Mr H.J.Vaidya 2 2

Mr Devendra Bhandari, Sr. Vice President & Company Secretary, acts as Secretary to the Committee.

To expedite the process of share transfers, the Board should delegate the power of share transfer to an officer
or a committee or to the registrar and share transfer agents. The delegated authority should attend to share
transfer formalities at least once in a fortnight.

The shares of the Company are traded on the stock exchange only in the dematerialised form and are automatically
transferred on delivery in the dematerialised form. As on 31 March, 2003, 67.39% of shares are in demat segment.
To expedite transfer of shares in physical segment, authority has been delegated to the Investor Relations and Finance
Committee of the Board. Further, certain officers of the Company are authorised to approve transfers of up to 5,000
shares and debentures under one transfer deed.

As on 31st March, 2003, there were no pending share transfers. Details of number of shares transferred during the
year, time taken for effecting transfers and number of complaints received are highlighted in the “Sharecholder
Information” section of the Annual Report.

Name and Designation of the Compliance Officer: Mr Devendra Bhandari, Sr. Vice President & Company
Secretary

The Corporate Governance Section of the Annual Report should make disclosures on remuneration paid to
directors in all forms including salary, benefits, bonuses, stock options, pension and other fixed as well as
performance linked incentives paid to the Directors.

No remuneration has been paid to the Board of Directors except sitting fees, details of which have been given in Para

5 below.

The Board meetings should be held at least four times in a year, with a maximum time gap of four months

between any two meetings and all information recommended by the SEBI Committee should be placed at
the Board.
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The Board of the Company met 5 times during the year, as detailed below to deliberate on various matters. Agenda
papers were circulated in advance of each meeting to all the Directors and all relevant information as required under
Clause-49 of the Listing Agreement were placed before the Board from time to time.

Date of Board Meeting City No.of
Directors Present

6" May, 2002 Mumbai 7

24* July, 2002 Mumbai 9

1 August, 2002 Mumbai 7

24 October, 2002 Mumbai 5

28% January, 2003 Mumbai 7

Directors’ interests in the Company and Attendance Record

Indian Rayon believes that the shareholders must know the details of Directors’ interest in the Company, their
attendance record and contributions made by them. Your Company has therefore decided to make full disclosure on
the attendance record as well as remuneration paid to the Directors on the Board.

Director Sitting fees paid No. of Board Meetings Attended last AGM
during the year* held on 27* July, 2002
Held Attended
Mr Kumar Mangalam Birla 25,000 5 5 No
Mrs Rajashree Birla 15,000 5 B No
Mr B. L. Shah 35,000 5 5 Yes
Mr Vikram Rao 25,000 5 5 Yes
Mr B. R. Gupta 50,000 5 5 Yes
Mr H. J. Vaidya 30,000 5 4 Yes
Mr P. Murari 30,000 5 3 No
Mr Siddhartha Sen 5,000 5 1 No
Ms Tarjani Vakil 45,000 5 4 Yes

* For attending meetings of Board of Directors and its Committee(s) as the case may be.
Note:

1. No Director is related to other Directors on the Board, except for Mr Kumar Mangalam Birla and Mrs
Rajashree Birla, who are Son & Mother respectively

2. The Company has a policy of not advancing any loans and paying commission on profits to its Directors and
hence is not highlighted separately.

As a part of disclosures related to management, in addition to the Directors’ Report, Management’s Discussion
and Analysis should form part of the Annual Report.

Management’s Discussion and Analysis forms part of the Annual Report.

All company related information like quarterly results, presentation made by companies to analysts may be
put on the Company’s web-site or may be sent in such a form so as to enable the stock exchange on which
the company is listed to put it on its own web-site.
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10.

11.

12.

All Company related information like quarterly results, presentations made to analysts and press releases are made
available on the websites of the Company (www.indianrayon.com) as well as the Aditya Birla Group
(www.adityabirla.com) . Presentations are made by the Company to the Institutional Investors and Equity Analysts
on a hdlf yearly basis. The Company is also furnishing various information on SEBI website (www.sebiedifar.nic.in).

There should be a separate section on Corporate Governance in the Annual Report, with details on the
level of compliance by the company. Non-compliance of any mandatory recommendation with reasons
thereof and the extent to which the non-mandatory recommendations have been adopted should be specifically

highlighted.

A separate section on Corporate Governance forms part of the Annual Report of Indian Rayon. Certificate from the
Statutory Auditors confirming compliance with the conditions of Corporate Governance as stipulated in clause 49 of
the listing agreement of the Stock Exchanges in India forms part of the Annual Report.

The Non-Executive Chairman of the Company should be entitled to maintain a office at the Company’s
expense and also allowed reimbursement of expenses incurred in performance of his duties. This will enable
him to discharge the responsibilities effectively (This is a non-mandatory recommendation).

The Corporate Office of the Company supports the Chairman in discharging the responsibilities. Besides Corporate
Office, the Chairman does not have a separate office in the Company.

A qualified and an independent “Audit Committee” should be set up at the Board level as it would go a long
way in enhancing credibility of the financial disclosures and promoting transparency.

An Audit Committee, comprising of three Independent/Non-Executive Directors as mentioned hereunder look after
various matters, which are in conformity with the requirements as per Clause 49 of the Listing Agreement with Stock
Exchanges.

. Ms Tarjani Vakil, Chairperson
. Mr P. Murari, Member
. Mr B.R. Gupta, Member
Five meetings of the Audit Committee of the Board were held during the year to deliberate on the various matters.

Name of Director No. of Meetings
Held Attended
Ms Tarjani Vakil 5 5
Mr P.Murari 5 3
Mr B.R.Gupta 5 5

Mr Adesh Gupta, President & CFO, is a permanent invitee to the Audit Committee. Mr Devendra Bhandari, Sr.
Vice President & Company Secretary, acts as the Secretary of the Committee.

The Board should set up a “Remuneration Committee” to determine on their behalf and on behalf of the
shareholders with agreed terms of reference, the company’s policy on specific remuneration packages for
executive directors including pension rights and any compensation payment.

There being no Executive andfor Whole-time Director on the Board of the Company, constitution of a separate
Remuneration Committee at the Board level is not required.

No Director should be a member in more than 10 committees or act as chairman of more than five
committees across all companies in which he/she is a Director. Furthermore, it should be a mandatory
requirement for every Director to inform the company about the committee positions he occupies in other
companies and changes on an annual basis.

None of the Directors of the Company is a member of more than 10 committees or Chairman of more than 5
committees across all companies in which hefshe is a Director.
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13.

14.

15.

16.

The Company should provide a brief resume, expertise in specific functional areas and names of companies,
in which he/she holds Directorship and the membership of Committees of the Board, while appointing a
new Director or re-appointing an existing Director. These should form part of notice to shareholders.

Relevant details form part of the explanatory statement of the Notice of the Annual General Meeting.

Disclosures to be made to the Board by the management relating to all material, financial and commercial
transactions, where they have personal interest, that may have a potential conflict with the interest of the
company at large. These include dealing in company shares, commercial dealings with bodies, which have
shareholding of management and their relatives, etc.

No transaction of material nature has been entered into by the Company with the Promoters, Directors or the
Management, their subsidiaries or relatives etc., that may have a potential conflict with interests of the Company.

The half-yearly declaration of financial performance including summary of the significant events in last six-
months, should be sent to each household of shareholders.

“Performance Update” consisting of financial and operational performance is being regularly sent to the shareholders
after announcement of half yearly results.

The financial institutions should, under normal circumstances, have no direct role in the decision making of
the Board of the Company. They should not have nominees on the Board, merely by virtue of their
financial exposure in the company. There is however a ground for the term lending financial institutions to
have nominees on the Boards of the borrower companies, to protect their interests as creditors. In such
cases, the nominee directors should take an active interest in the activities of the Board and assume equal
responsibility, as any other director on the Board.

Not a Company level issue. However, at present, the Board has one Director, Mr B. R. Gupta, who is representing
Life Insurance Corporation of India (LIC) — an Investor

Other disclosures recommended by the SEBI Committee

1.

Details of General Meetings

1.1. Location and time, where last General Meetings held

Year AGM Location Date Time

2002-2003 | CCM* Regd. Office, Veraval, Gujarat 28" Oct, 2002 11.00 a.m.
2001-2002 | AGM Regd. Office, Veraval, Gujarat 27 July, 2002 12.00 noon.
2000-2001 | AGM Regd. Office, Veraval, Gujarat 23 June, 2001 11.00 a.m.
1999-2000 | AGM Regd. Office, Veraval, Gujarat 26 May, 2000 10.00 a.m.

* Court Convened Meeting.

1.2. Whether special resolutions were put through postal ballot last year? No

1.3. Are votes proposed to be conducted through postal ballot this year? Will be done, if needed,
as per Rules.

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

There is no material transaction with related party which requires a separate disclosure. Disclosures as per requirements
of AS-18 are disclosed elsewhere in this Annual Report.

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

None.
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4. Means of communication
4.1 Half-yearly report sent to each household of shareholders Yes
4.2 Quarterly results

4.2.1. Which newspapers normally published in

Newspaper Cities of Publication

Business Standard Bangalore, Mumbai, Kolkata, New Delhi,
Hyderabad, Chennai and Ahmedabad.

Financial Express Bangalore, Ahmedabad, Mumbai, Kolkata,
Kochi, New Delhi, Chennai and Chandigarh.

4.2.2. Any website, where displayed www.indianrayon.com
www.adityabirla.com

4.3. Whether the Company Website displays
4.3.1. All official news releases
4.3.2. Presentation made to Institutional Investors/Analysts

4.4. Whether MD&A is a part of Annual Report

4.5. Whether Shareholder Information section forms part of the Annual Report

Yes
Yes
Yes
Yes



SOCIAL REPORT

BEYOND BUSINESS - REACHING OUT TO COMMUNITIES: MAKING A DIFFERENCE

We take pride in sharing with you that your Company has become a member of the Global Compact. This International
forum, which operates under the aegis of the United Nations, is an initiative of Dr. Kofi Annan, the U.N. Secretary General.
Launched in July 2000, the Global Compact aims to advance responsible corporate citizenship, in the hope that business can
help proactively resolve the challenges of globalisation. Dr. Annan’s vision is to usher in “a more sustainable and inclusive
global economy”. This is in tune with our philosophy, given that Corporate social responsibility and sustainable development
are part of our Group’s core values.

The Global Compact has stipulated nine principles in the areas of human rights, labour and the environment. As a
corporate, we espouse these principles. In fact, they have been institutionalized in your Company from the early stages of its
inception.

However, having joined the Global Compact and in line with its directions, we have now articulated the same. The Nine
Principles of the Global Compact are :

Human rights :

1. Businesses should support and respect the protection of internationally proclaimed human rights; and

2. Make sure they are not complicit in human rights abuses.

Labour Standards :

3. Businesses should uphold the freedom of association and the effective recognition of the right to collective bargaining
4. The elimination of all forms of forced and compulsory labour

5. The effective abolition of child labour; and

6. Eliminate discrimination in respect of employment and occupation.

Environment :

7. Businesses should support a precautionary approach to environmental challenges

8. Undertake initiatives to promote greater environmental responsibility; and

9. Encourage the development and diffusion of environmentally friendly technologies.

As you may be aware, we have a stated Environment Policy and a Social Vision as well, which embrace these principles and
are binding in our operations.

We have always looked beyond the traditional spheres of influence and addressed the larger issues facing people around our
Plants and beyond. Our Social Projects are carried out under the aegis of the “Aditya Birla Centre for Community Initiatives
and Rural Development”, which is spearheaded by Mrs. Rajashree Birla, your Director. The Centre provides the strategic
direction and the thrust areas for our work, ensuring performance management as well.

Your Company views its social responsibility very seriously, far transcending mere cheque-book philanthropy. Corporate
Social Responsibility is accorded as much importance as business projects. Therefore, your Company’s social vision forms an
integral part of the business vision. Your Company has a One Year Plan and a 3-Year Rolling Plan, which meshes with the
business plans.

Qur vision is “To actively contribute to the social and economic development of the communities in which we operate
and beyond. In so doing build a better, sustainable way of life for the weaker sections of society and raise the country’s
human development index”.

Our Focus Areas :

Our focus areas are : health care, inclusive of mother and child care; education; self-reliance through the engine of sustainable
livelihood, also encompassing agricultural and water-shed development activities and women empowerment processes,
infrastructure support and espousing social causes.

The Project Identification Mechanism :

Along with the villagers, your Company assesses their unfulfilled basic needs, which are then discussed with the village
Panchayats. Based on a consensus, we prioritise them and thus projects evolve.

We reach out annually to 1,50,000 people, of whom a majority live below the poverty line. To provide focused service, this
year, we have narrowed in on 113 villages, in proximity to our Plants at Veraval and Halol in Gujarat (now part of our joint
venture with NGK Insulators Ltd., Japan), Renukoot in Uttar Pradesh, Rishra in West Bengal and Gummidipoondi in Tamil
Nadu.

Health Care

To provide health care to villagers, we organise Medical Camps. In 115 Medical Camps conducted by us, more than 3000
villagers were given a health check-up. People afflicted with various ailments range from polio, to leprosy, to tuberculosis, to
cardiovascular problems, to blood-related issues, to visual and physical impairment, come to the Camp. Patients who cannot
be treated at the Camp are taken to the Company’s hospitals, wherever feasible, and cared for.

(30)



Jaya Shree Textiles’ Intensive Care hospital at Shivsedan in Hooghly has looked after more than 1200 patients up until now.
Our Community Health Centre at Gummidipoondi, housed inside our Carbon Black Plant premises, caters to the local
populace. More than 50 villagers avail of its services day in and day out.

Over the last two years, we have revved up our efforts to stem the population tide. A holistic Mother and Child Health Care
Project, launched at Veraval, Gummidipoondi, Rishra and Renukoot, encompassing over a 100 villages, has met with success.
As a result over 4,000 couples have taken to planned families. At Veraval and Rishra, AIDS Awareness programmes are in
full swing. At Veraval 8,755 students have been sensitized to the perils of AIDS.

Spreading Literacy

Deep in the interiors, endeavouring to raise the literacy level is indeed a challenge. We promote adult education, balwadis,
pre-primary centers, non-formal and remedial centers, besides helping schools run by the District authorities. Over 400
children learn in Balwadis run by our Insulator team at Halol. Interestingly, the wives of our executives and many of our
colleagues from the Insulator Division at Rishra help educate 250 youngsters. To an extent, our involvement has helped

reduce the school dropout rates. We are increasingly encouraging employee volunteerism in our Projects, in their after work-
hours.

“I would like to share with you what have been our key learnings.

e Firstly : Integration of the social vision into the business vision has been very useful as it has given a tremendous focus to this
activity.

e Secondly : Having a One-Year Plan and a Three-Year Rolling Plan on community projects, with milestones and measurable
targets has enabled us to factor accountability and performance management into our Projects.

e Thirdly : Having our Projects audited by reputed external agencies, who measure it on qualitative and quantitative prameters,
has aided us in guaging the effectiveness of our work and provided excellent inputs into what more needs to be done and the way,
going forward.

e Fourthly : The Government has in their 5-Year Plans, special funds earmarked for human development and we recourse to
many of them. Working as catalysts and networking with the Government and other like-minded bodies has been both useful and
fulfilling.”

— Mrs. Rajashree Birla

Towards sustainable livelihood

To empower women to attain financial independence, we support the formation of Self Help Groups. As a first step in this
direction, we hone their skills through extensive training in different vocations that will provide them with a steady source of
income. At Veraval, 31 marginalised ladies have been trained in tailoring and have been given sewing machines at a
subsidized rate. At Gummidipoondi and Veraval, besides setting up a Tailoring Training Centre, we have been successful in
motivating 50 women in forming Self Help Groups.

At Rishra, Jaya Shree Textiles and Insulators have collectively set up three Vocational Training Centres at Barasat. These
Centres have enabled 450 women stand on their feet. Recently, they have begun their fourth Vocational Training Centre in
their Residential Colony. Already 100 women have enlisted for training in different arts.

To aid the performance of the farmers and their farmlands, farmer-training programmes are conducted. Farmers are exposed
to best in class agricultural practices actually using demonstration plots. To enable shore up their earnings they are taught
inter-cropping as well. To increase the productivity of the farm through the seed multiplication programme, high yield
variety of paddy and mustard besides mango seeds are provided to progressive farmers who are willing to experiment. We also
support them with irrigation facilities. This year, 492 farmers at Veraval have benefited from these programmes.

Additionally, to raise the ground water table, at Veraval 15 farm wells were equipped with rain-water collection chambers,
that charge the wells in an environment friendly manner.

Garnering Development Aid
For the year 2002/2003, we mobilised Rs.399 lacs, through different development programmes, apart from our own contribution.
Going Forward

Going forward, development of model villages in a phased manner underpins our strategy. All of your Companies plants are
committed to developing model villages, (Veraval — 5; Birla NGK Insulators, Halol — 3; Hi Tech Gummidipoondi and
Renukoot — 8; Jaya Shree Textiles, Rishra — 1).

Making of a model village entails ensuring self-reliance in all aspects — viz., education, health-care, family welfare, infrastructure,
agriculture and water shed management, and working towards sustainable livelihood patterns. Fundamentally, ensuring that
their development reaches a stage wherein village Committees take over the complete responsibility for the progress of the
village and our teams become dispensable.

In a four-year time-frame we expect to see a changed face of these 17 villages. From abject poverty to meeting the necessities
of life. From dependence to freedom. From backwardness to progress — in more ways than one.
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Clockuwise from top right corner to centre:

Mrs. Rajashree Birla awarding scholarships to the needy at
Gummidipoondi

Lady farmers at a formal training class at Veraval

Espousing dowryless mass marriages at Veraval

Perpetuating good health practices at Rishra

Igniting the spark of learning at our Insulators Division at Rishra
Ouwnr little scholars at Gummidipoondi

No more dependency - ladies in action at Veraval



ENVIRONMENT REPORT

GREEN AT HEART

We are committed to sustainable development. For us, this goes far beyond pollution prevention and tinkering with
environmental stipulations that are regulatory. It is an integral part of our philosophy. Hence, environment considerations
are always factored in our decision-making processes.

At all of your Company’s Plants — the Rayon Plant at Veraval, the Insulator Plants at Halol and Rishra (now part of our joint
venture with NGK Insulators Ltd., Japan), Jaya Shree Textiles also at Rishra and the Carbon Black Plants at Renukoot and
Gummidipoondi, environment protection is a priority. They are all ISO 14000 EMS Certified. In addition, Jaya Shree
Insulators’ Environment Management Systems are attested by the American Bureau of Shipping, a renowned certification

agency, based in the USA.

We relentlessly pursue the development of cleaner production processes that inherently reduce pollution levels and require
fewer resources. To help us gauge and benchmark our environment management systems, we engage external parties in
environmental auditing. For instance, the Central Salt and Marine Chemical Institute (Bhavnagar), which is a Gujarat
Pollution Control Board recognised Institute, KPMG, and the Bureau of Indian Standards conducts periodic audits at our
Units. Alongside, trained environmental systems auditors also run regular checks. These reports validate our commitment to
environment protection.

Automated Industrial Effluent Treatment Plants are in operation at the locations. Most of the treated effluent is re-cycled.
The sludge that emerges out of the manufacturing process serves as a nutrient for the foliage that carpets and encircles the
plants. At full-fledged sophisticated laboratories, the quality of effluents, water and air emissions is tested and monitored
ongoingly.

At the Rayon Plant in Veraval, steam generated boilers fitted with electrostatic precipitators and bag filters abate the release
of particles into the environment. Sensors and control systems ensure against any accidental release of gases.

We believe increased energy efficiency has the maximum potential in the move towards sustainable development. In
recognition of our efforts towards energy conservation, the Government of India, Ministry of Power has bestowed the
National Energy Conservation Award upon our Caustic Soda Plant at Veraval. The Plant also has been rated among the top
three Best Caustic Chlorine Plants in India on environmental performance.

The Centre for Science and Environment’s Green Rating Project has honoured our Veraval Plant with the Three Leaves
Award for “showing Corporate Environmental Responsibility in the Caustic Chlorine Sector”.

At Jaya Shree Textiles, our project to convert wastes from the wool combing effluent into energy is progressing well. We are
also exploring how to channelise solid waste productively into either energy or a soil nutrient. Towards this, we will be
collaborating with leading research institutes. The incorporation of an alternative clean technology, replacing the oil fired
thermic fluid heater has drastically reduced emission levels. Our intent is to attain the Clean Development Mechanism
(CDM) under the Kyoto Protocol.

The Insulators and Carbon Black manufacturing processes barely produce effluents. At the Insulator Plant, a barricaded wall,
extending right up to the roof in the Compressor Room, prevents noise from escaping to the surrounding area. Silencers, in
the Slip House, and Silencer pipes have reduced the noise level considerably. An annual Audiometric Test for colleagues
working in the noise-prone areas is conducted. Effluent waste is recycled for use in low-tension items and unused waste is sold
to the cottage industries as scrap.

To eliminate the venting of Carbon Black, at the Carbon Black Plants, innovative vent scrubbers have been installed.
Achieving zero level water discharge from these Plants is also a matter of great satisfaction. To ensure better evaporation, at
Gummidipoondi, we have installed a spray system in the solar water pond. Excess steam generated through gases has been
converted into power. Much of it is used for our captive consumption and additional power is transmitted to the State Grid
System.

While investing heavily in eco-efficiency, we continue to inculcate a mindset with a bias towards sustainable development,
among our employees. Our drive towards afforestation is a movement. Nowhere in any of our Plants is the land barren. All of
our people are engaged in rooting saplings, which bloom and drape our Plants in greenery, interspersed with the blossom of a
thousand flowers.
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SHAREHOLDER INFORMATION

5a.

5b.

6a.

Annual General Meeting
Date and Time
Venue

Financial Calendar

Financial reporting for the quarter ending June 30, 2003
Financial reporting for the half year ending September 30, 2003:
Financial reporting for the quarter ending December 31, 2003 :
Financial reporting for the year ending March 31, 2004
Annual General Meeting for the year ended March 31, 2004

Dates of Book Closure

Dividend Payment Date

Registered office

Web Site:

Listing on Stock Exchanges at

1** August, 2003 at 12:00 noon.
Registered Office

Junagadh — Veraval Road
Veraval 362 266

Gujarat, India.

End July, 2003
End October, 2003
End January, 2004
April/May, 2004
July/August, 2004

21 July, 2003 to 1% August, 2003
(Both days inclusive)

1 / 27 week of August, 2003

Junagadh-Veraval Road
Veraval — 362 266
Gujarat, India.

Tel: (02876) 245711
Fax: (02876) 243220

Email:irilveraval@adityabirla.com

http://www.indianrayon.com
http://www.adityabirla.com

Equity Shares

Global Depository
Receipts (GDRs)

Non-Convertible Debentures

The Stock Exchange - Ahmedabad
Kamadhenu Complex

Opp. Sahajanand College, Panjarapole
Ahmedabad - 380 015

The Calcutta Stock Exchange Assn. Ltd.,
7, Lyons Range
Kolkata - 700 001

The Stock Exchange, Mumbai
Phiroze Jeejeebhoy Towers
Dalal Street

Mumbai - 400 023

National Stock Exchange of India Limited
“Exchange Plaza” Bandra-Kurla Complex
Bandra (East)

Mumbai 400051

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

Societe de la Bourse
de Luxembourg
Societe Anonyme
R.C.B 6222, B P 165
L- 2011, Luxembourg

National Stock Exchange

of India Ltd

“Exchange Plaza”

Bandra - Kurla Complex
Bandra (East), Mumbai 400051

Note: Upto date listing fees has been paid to all the Stock Exchanges except Stock Exchanges at New Delhi
and Kolkata. Where current year’s fees has not been paid as Equity Shares from these Stock Exchanges are
proposed to be delisted, based on the approval of the members.
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6(b)Overseas Depository for GDRs

6(c) Domestic Custodian of GDRs

7. Stock Code

Citibank N.A

Depository Receipts

111, Wall Street, 21* Floor
NEW YORK, NY - 10043
Phone: 212/657-8782

Fax: 212/825-5398

ICICI Bank Limited
Securities Processing Division
2 Floor, Zenith House
Keshavrao Khade Marg

Opp. Race Course, Gate No.5,
Mahalaxmi

MUMBAI - 400 034

Ph: (+91-22) 2492 4100 / 2490 6880/81

Fax: (+91-22) 2492 4760 / 2492 3443

Reuters  Bloomberg
Stock Exchange, Mumbai IRYN.BO INRY IN
National Stock Exchange IRYN.NS NINRY IN
Global Depository Receipts (GDRs) IRYNqg.L ~ sIRDS LI
8. Stock Price Data
The Stock Exchange, Mumbai National Stock Exchange Luxembourg
Stock Exchange
High  Low  Close Av.Volume | High Low Close Av. Volume | High Low Close
(In Rs.) (In Nos) (In Rs.) (In Nos) (In US$)
Apr-02 [109.50 71.05 108.25 131945 |109.50  71.05 109.00 198185 1.9 1.5 1.8
May-02 | 116.50 80.05  84.90 87517 |117.00 80.00  85.00 132480 20 175 L5
Jun-02 | 109.80 84.00 99.35 69239 |108.00 84.00 100.00 118508 1.9 1.8 1.9
Jul-02 | 12590 86.25  89.30 104449 |125.95 85.00  89.00 214968 2.3 1.9 1.9
Aug-02 | 107.00 85.00  88.10 29731 | 99.75 80.10  88.00 63583 1.8 175 175
Sep-02 | 9850 7845  88.40 36078 | 9740 86.05  89.00 53054 1.9 175 175
Oct-02 | 104.80 83.60 103.90 40517 |104.25 8345 104.00 74868 20 175 2.0
Nov-02 | 106.00 9135  94.80 22465 |105.00 9450  95.00 35106 21 205  2.05
Dec-02 | 9745 8650  94.05 67896 | 97.25 86.55  94.00 114204 1.9 1.8 1.8
Jan-03 | 99.00 88.25  89.90 34297 | 99.00 88.00  90.00 62449 1.9 1.8 1.8
Feb-03 | 92.00 87.00  87.40 20976 | 92.00 80.00  88.00 72956 1.9 1.6 1.6
Mar-03 | 89.75 75.05 7530 20180 | 89.90 75.00  75.00 85201 2.0 1.7 1.7
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9. Stock Performance

Indian Rayon - Stock Performance (Indexed)
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| Sensex Nifty Indian Rayon |
10. Stock Performance over the past few years:

(In Percentage) 1 Year 3 Years 5 Years
Indian Rayon 4.9 36.9 (-) 3.1
BSE Sensex (-) 12.1 (-) 39.0 (-) 21.7
NSE Nifty (-) 13.4 (-) 36.0 (-) 124

11. Registrar and Transfer Agents
(For share transfers and other
communication relating to share
certificates, dividend and change

of address)

12. Share Transfer System

: In-house Share Transfer

Registered with SEBI as Category II - Share Transfer Agent
(Registration No. INR 000001815)

Share Department

Registered Office: Junagadh — Veraval Road
Veraval 362 266, Gujarat, India

Tel: (02876) 245711; Fax: (02876) 243220

E-mail: irilsecretarial@adityabirla.com

: Share transfers in physical form are registered normally within 5 days

from the date of receipt, provided that the documents are clear in all
respects.

Investor Relations & Finance Committee of the Board meets at regular
intervals to approve transfers above 5,000 shares and debentures under
one transfer deed. Further, certain officers of the Company have been
authorised to approve transfers up to 5,000 shares and debentures under
one transfer deed.

The total number of shares transferred in physical form during the year
was 1,48,920 (Previous Year 1,98,478). Over 93% of transfers were
completed within 5 days from the date of receipt. Transfers in physical
segment were lower during the year since trading in the Company’s
shares is permitted only in the dematerialised form w.e.f. 5% April 1999.
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of natural fabric |
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100% Pure Linen, Linen Cofton, Linen Modal, Linen Wool, Linen Silk, Linen Lycra & Dyed Wovens, all of French & Belgian origin.
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2002 — 2003 2001 — 2002
Transfer No. of No. of % Cumulative| No. of No. of % Cumulative
period transfers shares total transfers shares total

(in days)
1-5 2,302 | 1,38,793 93.20 93.20 3451 1,86,498 93.96 93.96
6-10 86 4,594 3.08 96.28 75 8,048 4.06 98.02
11-15 35 3,156 2.13 98.41 31 2,328 1.17 99.19
16-20 3 330 0.22 98.63 22 986 0.50 99.69
21-30 42 2,047 1.37 100.00 10 618 0.31 100.00
30 & above - - . - 5 - . .
TOTAL 2,468| 1,48,920| 100.00 - 3,589 1,98,478| 100.00 -

Number of pending Share Transfers as on 31t March, 2003 is NIL.

13. Investor Services:

The Share Department of the Company has been accredited with ISO 9002: 1994 Certification for providing

Investor and Secretarial Services by KPMG, Quality Registrar, Mumbai on 2

— Complaints received during the year

1*t February, 2001.

Nature of complaints 2002 - 2003 2001 — 2002
Received Cleared Received Cleared
1) Relating to Transfer, Transmission etc. 1 1 4 4
2) Dividend, Interest, Redemption etc. 13 13 25 25
3) Change of address — — — —
4) Demat — Remat — — 3 3
5) Others 10 10 4 4
Total 24 24 36 36
— Legal proceedings on share transfer issues, if any: There are no major legal proceedings relating to

transfer of shares.

14. Distribution of Shareholding as on 31st March:

2003 2002
No. of equity No. of share| % of | No. of shares| % share | No. of share | % of | No. of shares| % share
shares held holders | share held holding holders share held holding
holders holders
1-100 76,892 | 65.25 26,57,939 4.45 81,273 | 65.46 | 28,03,968 4.68
101-200 20,951 | 17.77 29,39,349 491 22,327 | 17.98 | 31,22,002 5.21
201 - 500 13,789 | 11.70 42,63,576 7.12 14,287 | 11.51 | 44,08,075 7.36
501-1000 3,871 | 3.28 21,66,775 4.62 3921 | 3.6 27,89,943 4.66
1001-5000 2,103 | 1.78 38,99,509 6.51 2,105 | 1.70 | 38,65,673 6.46
5001-10000 128 | 0.11 8,88,808 1.48 120 0.10 8,35,740 1.40
10001 & above 135 | O.11 | 4,24,60,786 7091 120 | 0.09 | 4,20,51,341 70.23
Total 117869 |100.00 | 5,98,76,742| 100.00| 1,24,153 |100.00 | 5,98,76,742 | 100.00
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15. Categories of Shareholding as on 31st March:

16.

17.

18.

Category 2003 2002
No. of % of No. of % of No. of % of No. of [% of share
share- | share- | shares held | share share- share- | shares held | holding
holders | holders holding holders | holders
Promoters/Persons
acting in consert 26 0.021161,24,160 26.92 28 0.02 |1,61,29,295 26.92
UTI and
other Mutual Funds 29 0.02 | 41,41,948 6.91 19 0.01| 36,95,485 6.17
Banks, Financial
Institutions and
Insurance Companies 60 0.05(125,49,724 20.96 63 0.05(1,11,49,114 18.63
FIIs 11 0.01| 9,95,991 1.66 10 0.01| 3,96,484 0.66
NRIs / OCBs 2,881 2.44 | 10,04,345 1.68 2,962 239 | 10,21,774 1.71
GDRs 2 0.00 | 34,42,201 5.75 2 0.00 | 36,25,263 6.05
Other Corporates 1,220 1.04 | 46,66,870 7.79 1,244 1.00| 56,37,301 9.41
Individuals 1,13,640| 96.42|1,69,51,503 28.33 | 1,19,825 96.52 |1,82,22,026 30.45
Total 1,17,869| 100.00 |5,98,76,742 | 100.00 | 1,24,153 | 100.00 |5,98,76,742| 100.00

Shareholding Pattern

Individuals Promoters/PACs
28.33% 26.92%

UTI & MF
6.91%
Other Corporates ?
7.79%
GDR
57 <o, NRIJOCBs  Flls Banks & Fls
: 1.68%  1.66% 20.96%

Dematerialisation of Shares and : Over 67.39% of outstanding equity has been dematerialised up

Liquidity to 31* March, 2003. Trading in Equity Shares of the Company is
permitted only in the dematerialised form with effect from 5% April,
1999 as per notifications issued by SEBI.

Details on use of public funds : No funds have been raised from the public in last 3 years.

obtained in the last three years ~ The Company bought back 76,06,419 Equity Shares of Rs.10 each (being
11.27% of paid up Equity Share Capital) in October, 1999 at a price of
Rs.85/- per share.

Outstanding GDR/Warrants and: Outstanding GDRs as on 31% March, 2003 is 34,42,201. Each GDR
Convertible Bonds, Conversion  represents one underlying Equity Share.
date and likely impact on Equity.



19. Plant locations:

Garments Division:

Madura Garments

60/1 Sri Narayana Building
Universal Compound

Kodi Chikkanahalli Road
Bommanahalli

Bangalore — 560 068

Tel: (080) 5731845/47/48
Fax: (080) 5732929 / 5731846

Carbon Black Plants:

Hi-Tech Carbon

Murdhwa Industrial Area

P.O. Renukoot 231 217

Dist. Sonbhadra, Uttar Pradesh
Tel: (05446) 252387 to 391
Fax: (05446) 252502 / 252858
E-mail: hitechr@adityabirla.com
htcrkt@vsnl.com

K-16, Phase II, SIPCOT Industrial Complex
Gummidipoondi — 601 201

Dist. Tiruvallur — Tamil Nadu

Tel: (04119) 223233 to 36

Fax: (04119) 223129 / 224362

E-mail: gmpd@hitechcarbon.com
htcgmpd@vsnl.com

Textile Plants:

Jaya Shree Textiles

P.O. Prabhasnagar — 712 249

Dist Hooghly, West Bengal

Tel: (033) 26721146

Fax: (033) 26721683 | 26722626
E-mail: jayasri@giasclO1.vsnl.net.in
jayashree@irayon.co.in

Rajashree Syntex

Tantigaria, Midnapur 721102
West Bengal

Tel: (03222) 275820 / 263965
Fax : (03222) 275528

E-mail: rajsyntex@adityabirla.com

20. Investor Correspondence:

Other than Secretarial Matters

Rayon and Caustic Soda Plants:
Rayon Division

Veraval 362 266

Gujarat

Tel: (02876) 245711

Fax. (02876) 243220

E-mail: irilveraval@adityabirla.com

Argon Gas Plant:

Rajashree Gases

IGFL Complex

P.O. Jagdishpur Industrial Area — 227 817
Dist.Sultanpur, Uttar Pradesh

Tel: (05361) 270032 to 38

Fax: (05361) 270595 / 270165 / 270172
E-mail: igfl@adityabirla.com

Other Divisions:

Global Exports & Marketing

Industry House, 19th Floor & 16 Floor
10 Camac Street

Kolkata 700 017

Tel: (033) 2282 5122 / 5212 / 5683 / 8933
Fax: (033) 2282 9288

E-mail: gemcal@satyam.net.in

Insulator Division(Domestic Marketing)
P.O. Prabhasnagar - 712249

Dist. Hooghly, West Bengal

Tel:(033) 26723535

Fax:(033) 26722705

Chief Financial Officer

Indian Rayon And Industries Limited
Corporate Finance Division

92, Sakhar Bhavan, 9th Floor

230, Nariman Point, Mumbai 400 021
Tel: (022) 22045004

Fax: (022) 22043686

E-Mail: irilcfo@adityabirla.com
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On Secretarial Matters

The Company Secretary

Indian Rayon And Industries Limited
Registered Office:

Junagadh — Veraval Road

Veraval — 362 266, Gujarat, India
Tel: (02876) 245711

Fax: (02876) 243220

E-mail: irilsecretarial@adityabirla.com

21. Per Share Data:

22.

2002-2003 | 2001-2002 | 2000-2001 | 1999-2000 | 1998-1999
Net Earnings (Rs Crores) 105.33 43.46 68.52 57.59%* 106.04
Cash Earnings (Rs Crores) 202.29 142.91 141.60 130.09%* 196.74
EPS (Before exceptional items)(Rs) 20.71 7.04 11.44 9.62 15.71
CEPS (Before deferred tax &
exceptional items) (Rs) 36.90 23.59 23.65 21.73 29.16
Dividend Per Share (Rs) 3.75@ 3.30 3.00 1.00 4.00
Dividend Payout (on Net Profit) (%) 24.05 45.47 28.88 (2.76) 28.25
Book Value Per Share (Rs) 196 182 191 183 209
Price to Earnings * 3.64 10.20 7.02 5.72 5.19
Price to Cash Earnings * 2.04 3.04 3.40 2.53 2.80
Price to Book Value * 0.39 0.39 0.42 0.30 0.39

* Stock price as on 31% March

** Before exceptional items of Rs.298.82 Crores
@ Proposed

Other useful information for Shareholders

Transfer of funds to Investor Education & Protection Fund(IEPF)

1.

In terms of the provisions of Section 205A of the Companies Act, 1956, unclaimed Equity Dividend
upto the financial year 1994-95, has already been transferred to the General Revenue Account of the
Central Government.

Pursuant to the provisions of Section 205C of the Companies Act, 1956, the amount of dividend which
has remained unclaimed and unpaid for a period of 7 years from the date it became due for payment is
required to be transferred to the Investor Education & Protection Fund (IEPF) constituted by the
Central Government. Accordingly, the amount of dividend for the Financial Year 1995-96 and onwards
which remain unclaimed and unpaid as aforesaid shall be transferred to the IEPF and no claims shall lie
against the IEPF or the Company in respect of such amounts. Therefore, the Shareholders who have
not encashed their dividend warrants are requested, in their own interest, to write to the Company
immediately claiming dividends declared by the Company for the said Financial Years.

ECS Facility

Since year 2000 onwards, the Company is providing the facility of credit of dividend through Electronic
Clearing Services(ECS).

Shareholders who are holding shares in physical form and are desirous of availing the facility of Electronic
Credit of Dividend are requested to fill in the ECS form being sent along with this Annual Report. All such
shareholders who have already furnished their ECS mandate to the Company need not furnish the ECS
mandate form afresh unless there is a change in the ECS mandate.
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In respect of electronic share accounts, members are requested to notify/update their ECS details to their
respective Depository Participants so that credit of dividend through ECS may be effected directly in their
bank accounts as well, wherever such facility is available.

As done last year, Company proposes to credit dividend to the Shareholder’s Bank account directly through
ECS where such facility is available in case of Shareholders holding shares in Demat Account and who have
furnished their MICR Code to the Depositary Participant.

Change of Address

(a) Members are requested to notify immediately any change of address (with pin code) to their Depository
Participants (DPs) in respect of their electronic share accounts and to the Company in respect of their
physical share folios, if any, under the signature(s) of all the registered holder(s) quoting reference of
their folio number.

(b) In case mailing address mentioned in this Annual Report is without PIN CODE, members are requested
to kindly inform their PIN CODE immediately to their DPs in respect of their electronic share accounts
and to the Company in respect of their physical share folios, if any, quoting reference of their folio
numbers.

Communication to the Company

For expeditious disposal of the matters concerning shares and debentures etc., members are requested to
address all letters directly to the Share Department of the Company situated at the Registered Office of the
Company at Veraval, quoting reference of their folio numbers and/or Client ID and DP ID number. Other
queries may be sent at irilsecretarial@adityabirla.com.

Share Transfer / Dematerialisation

a) Share transfers in physical form are normally registered and requests received for dematerialisation of
shares are normally processed within 5 days from the date of their receipt at Registered Office, provided
that the documents are clear and complete in all respects. In case no response is received from the
Company within 20 days of lodgement of transfer request, the lodger may write to the Company with
full details so that necessary action could be taken to safeguard interest of the concerned against any
possible loss/interception during postal transit.

b) It has been observed that members are, while forwarding requests for dematerialisation of shares, at
times also requesting for simultaneous transposition / deletion of name of shareholder(s) in respect of
part holding. Members may kindly note that transposition / deletion of name has to be effected in
respect of entire holding and not part holding as aforesaid and hence all such requests for part transposition
| deletion of name are liable to be rejected.

c) Members who are holding Shares in identical order of names in more than one folio are requested to
send to the Company the details of such folios together with the Share Certificates for consolidating
their holdings in one folio. The Share Certificates will be returned to the Members after making
requisite changes thereon.

For Non Resident Shareholders

Non-resident Indian Shareholders are requested to inform the Company immediately:
(a) An address, in India, for sending all communications from the Company.

(b) E-mail address, if any.

(c) Change in their residential status on return to India for permanent settlement.

(

d) The particulars of NRE Bank Account maintained in India with complete name and address of the
Bank, if not furnished earlier.



Bank Details for Dividend payment

To avoid the incidence of fraudulent encashment of the warrants, Members are requested to intimate to the
Company their bank account details under the signature of the Sole/First Joint holder for shares held in
physical form, and to their DP for shares held in electronic form, as the case may be, for printing of the same
on their dividend warrants, the following information, so that the Bank Account Number and Name and
address of the Bank can be printed on the Dividend Warrant:-

1) Name of Sole/First Joint holder and Folio No.
2) Particulars of Bank Account, viz.
i) Name of the Bank
ii) Name of Branch
iii) Complete address of the Bank with Pincode Number
iv) Account Type, whether Savings (SB) or Current Account (CA)
v) Bank Account Number allotted by the bank.
Depository System(DS)

Trading in shares of the Company is permitted only in dematerialised form. As such, members, therefore,
have the option of holding and dealing in the shares of the Company through National Securities Depository
Limited(NSDL) or Central Depository Services(India) Limited(CDSL).

We wish to advice members to arrange to dematerilise their shareholding in the Company as DS weeds out
several problems which are otherwise associated with the scrip-based system such as bad deliveries, fraudulent
transfers, fake certificates, thefts in postal transit, delay in transfers, long settlement cycles, mutilation of
share certificates, etc. At the same time, DS offers several advantages like exemption from stamp duty,
elimination of concept of market lot, elimination of bad deliveries, reduction in transaction costs, improved
liquidity, etc.

For dematerialisation of shares, members shall have to open an account with a Depository Participant of
NSDL or CDSL, who are agents of NSDL or CDSL and offer facility of arranging dematerilisation of shares
and debentures of companies. It may be noted that the DP may charge the investors for its services, which
may vary from one DP to another. Should members require any further clarification in respect of the above
facility, they may write to the Share Department of the Company at Veraval, Gujarat.

Transfer cum Demat Facility

The Company has been offering facility of simultaneous transfer cum dematerialisation of physical Shares
upto 500 in number. Under this scheme, on completion of process of transfer of physical Shares sent to the
Company, the Company will give the option to the concerned shareholders for getting the said shares
dematerialised. In case, the option is accepted by the shareholder and the formalities are completed within
the prescribed time, the Company will arrange to confirm the credit against the said physical shares in
electronic form.

Nomination of Shares

In terms of the provisions of the Companies Act, 1956, facility for making nominations is now available to
INDIVIDUALS holding shares in the Company. The Nomination Form-2B prescribed by the Government
may be obtained from the Share Department of the Company.

Whist the individual shareholders holding shares in physical form can make nominations in the prescribed
form and forward the same to the Share Department of the Company at Veraval, for nomination in respect
of shares held in electronic form, shareholders may approach their Depository Participants.
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DIRECTORS" REPORT TO THE SHAREHOLDERS

Dear Shareholders,

Your Directors are pleased to present the 46th Annual Report together with the Audited Accounts of the
Company for the year ended 31st March, 2003.

MAJOR RESTRUCTURING INITIATIVES

Your Directors would like to highlight two major restructuring initiatives taken during FY 2002-03, before
dwelling upon the financial performance.

1. Transfer of Insulator Business

To take the Insulator Business to new heights both in domestic markets and globally, it became imperative to
develop special high rated insulators and upgrade the quality and operating efficiencies of your Company’s
existing insulator products. Such a step was critical to ensure continued profits. To do so, your Company chose
the Joint Venture route with NGK Insulators Limited, Japan (NGK) as your Joint Venture partner. NGK is the
undisputed global leader in this sector. This restructuring move undeniably leads to shareholder value creation.

Accordingly, after obtaining the necessary approvals and through a Scheme of Arrangement, the Insulator
Business of your Company was transferred to BIRLA NGK Insulators Private Limited (BIRLA NGK), name of
erstwhile Vikram Insulators Private Limited changed to BIRLA NGK Insulators Private Limited, the ]V Company,
on a going concern basis, with effect from 1st August, 2002.

BIRLA NGK will not only get the requisite technology and know how from NGK, but also its marketing support
globally. The Joint Venture will result in operating efficiencies and profitability of the transferred Insulator
Business of your Company. Additionally, benefits accrue to your Company as a 50% shareholder in the Joint
Venture Company.

As a consideration for the transfer of its Insulator Business, your Company has been allotted 1,24,90,000 Equity
Shares of Rs. 10/- each and 119,34,375, 6.5% Secured Non - Convertible Redeemable Debentures of Rs. 100
each, fully paid up, for an aggregate amount of Rs.119.34 Crores by BIRLA NGK. These Debentures have since
been redeemed.

2. Exit from MRPL

Your Company was a Co-Promoter of Mangalore Refinery And Petrochemicals Limited (MRPL). Due to a
change in the pricing structure of petroleum products, non availability of marketing rights, and heavy financial
indebtedness, entailing a huge interest burden, MRPL was incurring heavy losses. Attempts to improve the
situation could not materialize and MRPL sunk deeper into the financial morass. Your Company therefore
decided to exit from MRPL.

Your Company has divested its entire Shareholding of 41,012,461 Equity Shares in MRPL to Oil and Natural
Gas Corporation Limited @ Rs. 2/- per Share.

FINANCIAL PERFORMANCE

Your Company has posted a superior performance during the year 2002-03. The VFY and Carbon Black have
been the growth drivers. Textile revenue have also gone up.

Your Company attained a sales turnover of Rs. 1594.75 Crores for the year ended 31st March, 2003 as compared
to Rs. 1550.14 crores in the previous year. Continuous restructuring of the business processes, operational
excellence and effective financial management has contributed significantly to your Company’s excellent
performance .



OPERATIONAL REVIEW

VOLUMES
Products Unit FY 2003 FY 2002 Variation
Production :-
Viscose Filament Yarn MT 15873 12253 29.54%
Carbon Black MT 112563 93634 20.22%
Insulator MT 7673% 252717 _
Sales :-
Garments Lac Pcs. 61.7 70.7 (-)12.73%
Viscose Filament Yarn MT 15422 12812 20.37%
Carbon Black MT 114232 94504 20.88%
Insulator MT 7489* 25183 _
Textiles MT 15262 14570 4.75%

* From 1st April, 2002 to 31st July, 2002

TURNOVER (RS. IN CRORES)

Products FY 2003 FY 2002 Variation
Garments 327.47 356.06 (-)8.03%
Viscose Filament Yarn 338.01 230.95 46.36%
Carbon Black 327.80 279.80 17.16%
Insulator 63.0%* 196.2 _
Textiles 348.32 306.20 13.76%
Trading & Others 39.2 41.6 (-)5.77%
Total 1443.8 1410.8 2.34%

* From 1st April, 2002 to 31st July, 2002

FINANCIAL RESULTS
(Rs. in Crores)

Current Year ended Previous Year ended

31.3.2003 31.3.2002
Profit before Depreciation and Tax 218.47 146.28
Depreciation and Amortisation 71.74 73.54
Profits before Tax and Exceptional Items 146.73 72.74
Exceptional Items (18.66) 1.33
Profit before Tax 128.07 74.07
Provision for Tax 34.22 30.61
Add: Tax Provision No Longer Required Written Back (11.48) —
Net Profit 105.33 43.46
Exceptional Items
Loss on sale of Investment - MRPL (57.08) —
Gain on Insulator Demerger 38.42 —
Voluntary Retirement Cost at Textiles — (7.58)
Surplus on Sale of Assets under Disposal — 8.91
Total (18.66) 1.33




The operational performance of each of your Company’s division has been explained in detail in the chapter on
Management’s Discussion and Analysis.

DIVIDEND

Enthused by its higher profitability, your Directors recommend for your consideration a dividend of Rs.3.75 per
Equity Share of Rs. 10/- each for the year ended 31st March, 2003.

Current Year Previous Year
Rs. Crores Rs. Crores

On 5,98,76,742 fully paid-up Equity Shares
of Rs.10 each, @ Rs. 3.75/- per share. 22.45 19.76

(Previous year @ Rs.3.30/- per share, subject
to deduction of tax, as applicable.)

Corporate Dividend Tax 2.88 N. A

FINANCE

During the year under review, the Company has redeemed debentures worth Rs.86 crores out of internal cash
accruals. Further, a sum of Rs.29 crores was spent for acquiring additional shares and shoring up paid up share
capital of the Insurance Venture. This amount, alongwith the normal capex of Rs.33 crores, too was met from
the internal accruals without resorting to any fresh borrowings during the year.

With the funds received from transfer of Insulator Business coupled with internal accruals, your Company’s
financial position has been comfortable and its Debt Equity Ratio of 0.15:1, is healthy as well.

HUMAN RESOURCES DEVELOPMENT AND INDUSTRIAL RELATIONS

To remain at the cutting edge and to strive to beat the best, your Company’s focus has not only been on
operational and business strategies, but more importantly also on our “people power”. We believe, it is our
people alone who provide us with the greatest sustainable, competitive advantage. Therefore an HR vision is
embedded in your Company’s overall vision and strategy. Your Company’s employees fully identify with your
Company’s vision and business goals.

We continuously harness human resources and help people to unleash their maximum potential. We encourage
intellectual curiosity. To stimulate the entrepreneurial spirit, we encourage delegation, empowerment and de-
centralisation, as far down the line as possible, factoring the competency levels.

Your Company provides unique opportunities for employee training and learning to build and hone competencies
that support the business. At Gyanodaya, the Aditya Birla Institute of Management Learning, customized
training programmes are conducted by experts from within the organization and an expert external faculty. Your
Company’s executives are constantly learning afresh at Gyanodaya, and keeping abreast of the latest developments
and practices in their chosen field.

While perpetuating a performance oriented work culture that is motivating, we put a premium on team working.
Of course, rewarding individuals for their contribution is part of the process as performance linked reward
mechanisms and pay systems have been institutionalised.

CORPORATE GOVERNANCE

Your Company is fully committed to good corporate governance practices and adheres to all the major stipulations
laid down by the SEBI Corporate Governance Practices.

Your Company’s Statutory Auditors Certificate dated 28th April, 2003 confirming the above compliance is
annexed to and forms part of the Directors’ Report.

As required under Section 217(2AA) of Companies Act, 1956, your Directors confirm that:

i) in the preparation of the annual accounts, the applicable accounting standards have been followed along
with proper explanation relating to material departures;
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ii) the Directors have selected such accounting policies and applied them consistently and made judgments and
estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the
Company at the end of the financial year and of the profit or loss of the Company for that period;

iii) the Directors have taken proper and sufficient care of the maintenance of adequate accounting records in
accordance with the provisions of this Act for safeguarding the assets of the Company and for preventing
and detecting fraud and other irregularities;

iv) the Directors have prepared the annual accounts on a going concern basis.

SUBSIDIARY COMPANIES

In line with Section 212 of the Companies Act, 1956, the audited statements of accounts along with the report
of the Board of Directors and the Auditors’ Report of the following Subsidiaries are annexed:-

Aditya Vikram Global Trading House Limited
Birla Sun Life Insurance Company Limited
Birla Technologies Limited

Laxminarayan Investments Limited

Rajnidhi Finance Limited

PSI Data Systems Limited

The Hon’ble High Court of Orrisa has passed orders on 18th April, 2003 for winding up of PSI Kalinga Limited,
erstwhile subsidiary of PSI Data Systems Limited.

PARTICULARS AS PER SECTION 217 OF THE COMPANIES ACT, 1956

The particulars of employees, as required under Section 217(2A) of the Companies Act, 1956, are given in a
separate statement attached to this report and forms part of it.

Information relating to the Conservation of Energy, Technology Absorption and Foreign Exchange Earnings and
Outgo, required under Section 217(1)(e) of the Companies Act, 1956, is set out in a separate statement attached
to this report and forms part of it.

DIRECTORS

Your Directors report with grief the untimely demise of Mr. Siddhartha Sen, who had been on the Board of your
Company, on 3rd January, 2003 following a massive cardiac arrest.

Mr. Sen was highly regarded in industry circles for his understanding and practice of marketing principles and
had to his credit several successful brand launches.

During his association with your Company, Mr. Sen had contributed considerably towards the overall growth of
the Company.

Your Directors place on record their deep appreciation for the services rendered by Mr. Siddhartha Sen during
his tenure with your Company.

Mr. Kumar Mangalam Birla, Mr. P. Murari and Mr. B. R. Gupta, retire from office by rotation, and being
eligible, offer themselves for reappointment.

AWARDS AND RECOGNITION
Your Company was the proud recipient of the following Awards and honours :-

® The coveted Deming Award 2002, was conferred upon the Carbon Black Unit at Gummidipoondi, by the
Deming Prize Committee (JUSE), Japan.

* The Golden Peacock Award for excellence in Corporate Governance for the year 2002 has been bestowed
on the Carbon Black Unit at Gummidipoondi.

e The Carbon Black Unit at Gummidipoondi received the National Energy Conservation Award, 2002
(Chemical Sector) from the Ministry of Power, Government of India.

e The Centre for Science And Environment’s Green Rating Project has ranked the Caustic Soda Plant at
Veraval as the Third Best Caustic Chlorine Plant in the Country on environmental performance.

e The Rayon Division, Veraval, was awarded the Gujarat Safety Award for the year 2000 by the Gujarat
Safety Council. The Division was also adjudged as the runner up of the National Safety Award for the year
1999 for the Lowest Average Frequency Rate.
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e  The Rayon Division, Veraval was conferred upon the National Energy Conservation Award, 2002 - Second
Prize in Chlor-Alkali Sector.

¢ In recognition of its outstanding export performance, Jaya Shree Textiles Division bagged the Export Award
from Synthetic & Rayon Textile Export Promotion Council for export of 100% Polyester Yarn for the 3rd
consecutive yeatr.

®  Besides being ISO 9000 & ISO 14001 certified, Jaya Shree Textile Unit has received SA 8000 & OHSAS
18001 certifications. This Unit has the distinction of being the first Composite Textile Mill in the country
to hold these certifications.

®  Madura Garment Division’s Allen Solly won the Indian Express Marketing Excellence Award for Brand
Excellence & Brand Building.

®  Allen Solly Women’s Wear of Madura Garments Division won the ‘Best Launch of the Year’ Award at the
Images Fashion Award Distribution.

AUDITORS

The observations made in the Auditors’ Report are self-explanatory and therefore, do not call for any further
comments under Section 217(3) of the Companies Act, 1956.

Your Directors request you to appoint Auditors for the current year and fix their remuneration.
APPRECIATION

Your Directors wish to acknowledge and thank the Central and State Governments and all Regulatory bodies for
their continued support and guidance.

Your Directors thank you - our esteemed shareholders, customers, business associates, Financial/Investment
Institutions and Commercial Banks for the faith reposed by them in your Company and its management.

Your Directors place on record their deep appreciation of the dedication and commitment of your Company’s
employees at all levels and look forward to their continued support in the future as well.

For and on behalf of the Board

Mumbai \
28th April, 2003 Chairman

ANNEXURE TO DIRECTORS’ REPORT

Auditor’s Certificate on Corporate Governance

To the Members of Indian Rayon And Industries Limited

We have examined the compliance of the conditions of Corporate Governance by Indian Rayon And Industries Limited for the year ended
31st March, 2003 as stipulated in clause 49 of the Listing Agreement of the said Company with Stock Exchanges in India.

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

In our opinion and to the best of our information and according to the explanations given to us, we certify that the Company has complied
with the conditions of Corporate Governance as stipulated in clause 49 of the above mentioned Listing Agreement.

We state that in respect of investor grievances received during the year ended 31st March, 2003, no investor grievances are pending against
the Company for a period exceeding one month as on 31st March, 2003, as per the records maintained by the Company and presented to
the Investors’ / Shareholders’ Grievance Committee.

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

For LODHA & CO. For KHIMJI KUNVER]JI & CO.
Chartered Accountants Chartered Accountants

N. KISHORE BAFNA SHIVJI K. VIKAMSEY

Partner Partner

Mumbai, Dated : 28th April, 2003



ANNEXURE TO DIRECTORS’ REPORT

Information under section 217(1)(e) of the Companies Act, 1956 read with Companies (Disclosure of Particulars in the
Report of Board of Directors) Rules, 1988 and forming part of the Directors’ Report for the year ended 31st March, 2003.

A. CONSERVATION OF ENERGY

a)

b)

d)

e)

Energy conservation measures taken :
The Company is engaged in the continuous process of energy conservation through improved operational and
maintenance practices. Steps taken by various divisions of the Company in the direction are as under :-
i)  Rayon Division —
*  Reduction in 16.5 MW power plant generator frequency from 50 HZ to 49 HZ.
* Installation of thermostat on calcinations plant heater.
®  Voltage reduction in transformers.

ii) Carbon Black Division —

*  Heating DM water in turbine system condenser.
* Installation of waste heat boiler in soft black reactor.
*  Replacement of MBF-1 vent valve by zero leakage Butterfly valve.
e Installation of VFD for RA fan for lower power consumption.
*  Modification of Boiler refractory lining.
iii) Textile Division —
*  Variable speed drive for Humidification Plant for seasonal variation.
*  Energy savings through permanent stoppage of Thermic Fluid Heater.
*  Heat Conservation in Stenter Machine through Automatic Moisture Control System.

*  Energy conservation in Humidification Towers by installing Timer for staggered working during winter
season.

Additional Investments & Proposals, if any, being implemented for reduction of consumption of Energy.
i)  Rayon Division —
* Installation of 525 TR double absorption chilling machine (steam driven) in place of power driven
centrifugal chilling Machines.
ii) Textile Division —
®  Power generation through Bio Methanation from effluents.

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

The above measures have resulted / will result in Energy Saving and consequent decrease in the cost of production.
Total Energy Consumption and Energy Consumption per Unit of Production as per prescribed Form — A :
As per annexure attached.

TECHNOLOGY ABSORPTION

Efforts made in Technology Absorption in Form “B”.
RESEARCH AND DEVELOPMENT
1. Specific areas in which R & D carried out by the Company.
i)  Rayon Division —
*  Developing new shades of Spun Dyed Yarn.
*  Alternate spin bath composition for quality improvement.
e Removal of oil and grease impurities from spin bath.
e Use of Sequestering Agent for quality improvement of yarn.
*  Development of new products, i.e. Flat Yarn, etc.
ii) Carbon Black Division —
e Developing new applications of Carbon Black in the manufacture of Inks, Paints, Plastic and Rubber.

*  Development of low grit Soft Black and new grades.
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iii) Textile Division —
*  Resource utilization of Flax bleaching/boiling with application of new solvent using pine oil.

*  Flame retardant Wool Tops/Yarn & it’s blends with Zirpro process.
e Wrinkled Wool [Corrulana] Yarn for high value shawl.

2. Benefits derived as a result of the above R & D

Improvement of process and productive capacity, better quality and marketability of products, development of
new range of products, value addition in the existing products, improved customer satisfaction, development
of eco friendly products and reduction of cost of production, improved Company’s image and higher realization.

3. Future Plan of action
i)  Rayon Division —
*  Development of micro filament yarn / trilobal yarn and thick and thin yarn etc.
*  Development of improved designed roller guide for spinning machines
*  Development of waste water recycle system.
*  Eco auditing.

*  Development related to improved yarn dyeing.

ii) Carbon Black Division —

*  Errection & commissioning of pilot plant for development of new grades of Carbon Black.

e Commissioning of Master Batch Plant which is a value added and energy utilization product for
Carbon Black.

e Research & Development in the fields of Inks, Paints, Plastic and Rubber.
ii) Textile Division —

*  Application of Bio-Technology (Enzyme) in Flax & Wool Scouring/ Bleaching for quality
improvement /better effluent quality.

* UV protection of Wool & it’s blends.

®  Siro Lycra yarn for apparel weaving.

4.  Expenditure on Research and Development

i)  Capital Expenditure- Rs. 6.41 lac
ii) Recurring Expenditure Rs. 32.67 lac
iii) Total Rs. 39.08 lac
iv) Total R&D Expenditure as a percentage of total turnover -  0.03%

5. Technology absorption, adaptation and innovation
i) Efforts in brief, made towards technology absorption, adaptation and innovation
Rayon Division —
*  Development of improved types of yarn.

ii) Benefits derived as a result of the above efforts

Quality improvement in existing range, development of new market segments, improvement in process,
productivity and cost control, improvement in energy efficiency, reduction in input material consumption.

iii) Information regarding Technology imported during the last years
a) Technology imported during last five years:
Nil.
b) Has technology been fully absorbed:
N.A.
C. FOREIGN EXCHANGE EARNING AND OUTGO

The information on foreign exchange earnings and outgo is contained in Note No. 19(a) of Schedule 18 and the
annexure thereto.
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ANNEXURE

Form-A

Form for disclosure of particulars with respect to conservation of energy.

(A) Power and Fuel Consumption:-

Current Previous
Units Year Year
1.  Electricity
(A) Purchased - Units KWH in Lacs 1,106.69 1,272.31
Total Amount Rs.in Lacs 3923.56 4,770.84
Rate per Unit Rs. 3.55 3.75
(B) Own Generation
(i) Through Diesel Generator - Units KWH in Lacs 532.43 495.44
Unit per Ltr. of Diesel Oil — 3.46 3.39
Cost Per Unit Rs. 421 4.45
(ii) Through Steam Turbine/Generator - Units KWH in Lacs 2251.41 1745.86
Unit per ton of steam coal — 391.55 320.28
Cost Per Unit Rs. 2.32 2.09
2. Coal (Grade B, C and D)
Quantity ‘000 Tonnes 153.28 148.15
Total Cost Rs.in Lacs 2855.11 2091.43
Average Rate Rs.per Tonne 1862.71 1411.67
3. Furnace Oil
Quantity K.Ltrs. 3021.56 9775.86
Total Amount Rs.in Lacs 309.06 1155.86
Average Rate Rs.per K.Ltr 10228.49 11823.61
4. Others/Internal generation — Nil Nil
(B) Consumption per unit of production : Production Standards, Current Previous
Unit if any Year Year
1. Electricity (KWH)
Viscose Filament Rayon Yarn MT — 5917.00 6318.00
Other Yarns (Average) MT — 4987.53 5055.42
Caustic Soda MT — 2319.00 2398.00
Fabrics ‘000 Mtr 936.00 1118.70 1240.01
Hose Pipe ‘000 Mtr 757.00 — 845.40
Carbon Black MT — 453.84 497.89
Liquid Argon SM3 3.80 4.11 4.18
Insulator MT — 1002.07 968.32
2. Furnace Oil (Kilo Ltr.)
Viscose Filament Rayon Yarn MT — — 0.02
Other Yarns MT — 11.80 15.00
Carbon Black MT — 0.004 0.01
Insulator MT — 0.50 0.47
3. Coal (Grade B, C and D)
Viscose Filament Rayon Yarn MT — 2.71 3.11
Other Yarns MT — 182.60 148.80
Fabrics ‘000 Mtr — 36.70 74.00
Hose Pipe ‘000 Mtr — — 36.60

(50)



AUDITORS" REPORT TO THE MEMBERS

We have audited the attached Balance Sheet of Indian Rayon And Industries Limited as at 31st March, 2003
and also the Profit & Loss Account for the year ended on that date annexed thereto and the cash flow statement
for the year ended on that date. 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.

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

2. As required by the Manufacturing and Other Companies (Auditor’s Report) Order, 1988 issued by the
Central Government of India in terms of Section 227(4A) of the Companies Act, 1956 (hereinafter
referred to as the Act), we enclose in the Annexure a statement on the matters specified in paragraphs 4 &
5 of the said Order, to the extent applicable.

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

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

ii) 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 Branch Auditors’ reports have been forwarded to us
and have been appropriately dealt with;

iii) The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the
books of account and with the audited returns from the branches;

iv) In our opinion, the Balance Sheet and Profit and Loss Account dealt with by this report comply with
the accounting standards referred to in sub-section (3C) of section 211 of the Act;

v) On the basis of written representations received from the directors, as on 31st March, 2003 and taken
on record by the Board of Directors, we report that none of the directors is disqualified as on 31st

March 2003 from being appointed as a director in terms of clause (g) of sub-section (1) of section 274
of the Act;

vi) In our opinion and to the best of our information and according to the explanations given to us, the
said accounts read together with Significant Accounting Policies and Notes on Accounts in Schedule
‘18’ particularly Note No.6 in the aforesaid Schedule regarding fall in values/book value of certain long
term quoted/unquoted investments and those appearing elsewhere in the accounts give the information
required by the Act, in the manner so required and give a true 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 31st March 2003; and
b) in the case of the Profit and Loss Account, of the profit for the year ended on that date.

c) in the case of cash flow statement, of the cash flows for the year ended on that date.

For LODHA & CO. For KHIMJI KUNVER]JI & CO.
Chartered Accountants Chartered Accountants
N.KISHORE BAFNA SHIV]I K.VIKAMSEY

Partner Partner

Mumbai,

Dated: 28* April, 2003



Annexure referred to in Para 2 of our Auditors’ Report to the Members of Indian Rayon And Industries Limited
of even date.

i)

ii)

iii)

iv)

v)

vi)

vii)

viii)

ix)

x)

xi)

xii)

xiii)

xiv)

The Company has maintained proper records showing full particulars, including quantitative details and
situation of Fixed Assets. The Fixed Assets were physically verified by the management at reasonable
intervals. The discrepancies noticed on physical verification were not material and the same have been
properly dealt with in the books of account.

None of the Fixed Assets have been revalued during the year.

The stocks of finished goods, stores, spare parts and raw materials have been physically verified by the
management at reasonable intervals. Stocks lying with third parties and in transit have been verified by
the management with reference to the confirmations received/subsequent receipt of goods.

The procedures for physical verification of stocks followed by the management are reasonable and
adequate in relation to the size of the Company and nature of its business.

No material discrepancies have been noticed on physical verification of stocks as compared to book
records.

In our opinion, the valuation of stocks is fair and proper in accordance with the normally accepted
accounting principles and is on the same basis as in the preceding year except that due to implementation
of Enterprise Resource Planning Software at Madura Garments Unit, cost of inventories have been
determined on weighted average basis which hitherto was computed on FIFO basis having no material
impact on the profit for the year.

The rate of interest and other terms and conditions of unsecured loans taken from parties listed in the
register maintained under Section 301 of the Act are, prima facie, not prejudicial to the interest of the
Company. We have been informed that, there are no companies under the same Management, as defined

under section 370(1-B) of the Act.

The Company has not granted any loans, secured or unsecured, to any companies or other parties listed
in the register maintained under section 301 of the Act .

In respect of loans and advances in the nature of loan given by the Company, the parties have generally
repaid the principal amounts as stipulated and have also been generally regular in the payment of
interest, where applicable.

There are adequate internal control procedures commensurate with the size of the Company and the
nature of its business for the purchase of stores, raw materials including components, plant and machinery,
equipment and other assets and for the sale of goods.

There are no transactions of purchase of goods and material and sale of goods, materials and services
made in pursuance of contracts or arrangements entered in the register maintained under section 301 of

the Act.

The Company has a regular procedure for the determination of unserviceable or damaged stores, raw
materials and finished goods. Adequate provisions have been made in the accounts for the loss arising on
the items so determined.

The Company has with regard to the deposits accepted from the public complied with the provisions of
Section 58A of the Act and the rules framed thereunder.

The Company has maintained reasonable records for the sale and disposal of realisable scrap and by-
products, wherever applicable.
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xvi)

Xvii)

xviii)

Xix)

XX)

XXi)

xxii)

The Company has an internal audit system commensurate with the size and the nature of its business.

The books of account maintained by the Company pursuant to the Rules made by the Central Government
for the maintenance of cost records under Section 209(1) (d) of the Act have broadly been reviewed and
prima facie, the prescribed accounts and records have been made and maintained. However, these are not
required to be examined by us in detail with a view to determine whether they are accurate or complete.

The Company is regular in depositing Provident Fund dues and Employees State Insurance dues with the
appropriate authorities.

No undisputed amounts payable in respect of Income Tax, Wealth Tax, Sales Tax, Customs duty and
Excise duty were outstanding as at 31st March, 2003 for a period of more than six months from the date
they became payable.

On the basis of our examination of the books of account, the vouchers produced to us for our verification,
the explanations given and representations made to us on our inquiries, unqualified report of the internal
auditors and the check and control relating to authorising the expenditure on the basis of contractual
obligations to the employees/ directors, accepted business practices having regard to the Company’s needs
and exigencies, we have not come across any expenses charged to revenue, which in our opinion and
judgement and to the best of our knowledge and belief, could be regarded as personal expenses.

The Company is not a Sick Industrial Company within the meaning of clause (o) of sub-Section (1) of
Section 3 of the Sick Industrial Companies (Special Provisions) Act, 1985.

In respect of the service activities, the Company has a reasonable system of recording receipts, issues and
consumption of materials and stores commensurate with its size and nature of its business. In our opinion,
the system provides for a reasonable allocation of materials consumed and man hours utilised to the
relative jobs. Further, there is a reasonable system of authorisation at proper levels and an adequate
internal control system commensurate with the size of the Company and the nature of its business on the
issue of stores and allocation of stores and labour to jobs.

In respect of trading activities, damaged goods which were not significant have been determined and
necessary provision for losses have been made in the accounts.

For LODHA & CO. For KHIMJI KUNVER]JI & CO.

Chartered Accountants Chartered Accountants

N.KISHORE BAFNA SHIV]I K.VIKAMSEY

Partner

Partner

Mumbai,

Dated: 28" April, 2003



BALANCE SHEET AS AT 315T MARCH, 2003

SOURCES OF FUNDS
Shareholders’ Funds:
Share Capital

Reserves & Surplus

Loan Funds:
Secured Loans
Unsecured Loans

APPLICATION OF FUNDS
Fixed Assets:

Gross Block

Less: Depreciation/Amortization

Net Block
Capital Work-in-Progress

Assets held for disposal
Investments

Current Assets,Loans & Advances:
Inventories

Sundry Debtors

Cash & Bank Balances

Interest accrued on Investments
Loans & Advances

Less: Current Liabilities & Provisions:
Current Liabilities
Provisions

Net Current Assets

Deferred Tax Liabilities

Miscellaneous expenditure (to the extent
not written off)

Marketing / Technical know-how

Significant Accounting Policies and
Notes on Accounts

Schedule

‘1y
(zy

£37
t4y

Total Funds Employed

&71
‘8’
t9v

xlO)

‘11’

Total Funds Utilised

‘18‘

Schedules referred to above form an integral part of the accounts

As per our attached Report of even date

For LODHA & CO. For KHIMJI KUNVERJI & CO.
Chartered Accountants Chartered Accountants

N. KISHORE BAFNA SHIV]I K.VIKAMSEY
Partner Partner
Mumbai, 28th April, 2003

ADESH GUPTA
President & CFO

As at
31st March, 2003
Rs. in Crores

59.88
1,110.91

1,170.79
266.32
1.58
267.90
1,438.69

1,177.54
501.55

675.99
8.09

684.08

514.30

245.42
151.20
41.30
0.02
145.85

583.79
195.78

28.16
223.94

359.85
(126.42)

6.88
1,438.69

As at
31st March, 2002
Rs. in Crores

59.88
1,030.91

1,090.79
44347

15.66

459.13
1,549.92

1,242.14
491.30

750.84
10.92

761.76
13.52
439.79

265.43
223.26
14.20
0.06
130.17

633.12
188.12

19.76
207.88

425.24
(101.20)

10.81
1,549.92

Chairman: KUMAR MANGALAM BIRLA

Directors:

DEVENDRA BHANDARI

Company Secretary

RAJASHREE BIRLA

B. R. GUPTA
P. MURARI

B. L. SHAH

H. J. VAIDYA
TARJANI VAKIL
VIKRAM RAO



PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31ST MARCH, 2003

INCOME
Sales
Less: Excise Duty

Net Sales
Other Income

EXPENDITURE

(Increase)/Decrease in Stocks

Cost of Materials

Salaries,Wages and Employee Benefits
Manufacturing, Selling and Other Expenses
Interest and Other Finance Expenses (Net)

Profit before Depreciation/Amortisation and Exceptional items

Depreciation/Amortisation

Marketing / Technical knowhow expenditure written off

Profit before Exceptional items and Tax
Exceptional Items

Loss on sale of long term investments being MRPL equity
Gain on transfer of Insulator Business (Refer note 3 in Schedule 18)

Voluntary Retirement cost
Surplus in respect of assets held for disposal

Profit after exceptional items
Provision for Current Tax

Net Profit after Current Tax
Tax provision no longer required written back
Provision for Deferred Tax

Net Profit

Balance brought forward

Transfer from Debenture Redemption Reserve (Net)
Transfer from Investment Allowance Reserve

Profit available for Appropriation

APPROPRIATIONS

Proposed Dividend

Corporate Tax on Proposed Dividend
General Reserve

Surplus carried to Balance Sheet

Basic Earnings per share (Before exceptional items)
Basic Earnings per share (After exceptional items)
Diluted Earnings per share (Before exceptional items)
Diluted Earnings per share (After exceptional items)

Significant Accounting Policies and
Notes on Accounts

2002-03 2001-02
Schedule Rs. in Crores Rs. in Crores
1,594.75 1,550.14
150.93 139.51
1,443.82 1,410.63
‘12 10.72 9.13
1,454.54 1,419.76
‘13 (3.87) 10.01
‘14 688.64 677.41
‘15 123.12 120.10
‘16’ 406.50 420.23
‘17 21.68 45.73
1,236.07 1,273.48
218.47 146.28
67.81 69.61
3.93 3.93
146.73 72.74
(57.08) —
38.42 —
— (7.58)
— 8.91
128.07 74.07
(9.00) (5.00)
119.07 69.07
11.48 —
(25.22) (25.61)
105.33 43.46
79.68 57.52
32.96 5.96
37.00 —
254.97 106.94
22.45 19.76
2.88 —
20.00 7.50
209.64 79.68
254.97 106.94
20.71 7.04
17.59 7.26
20.69 7.03
17.58 7.25
K187

Schedules referred to above form an integral part of the accounts

As per our attached Report of even date

For LODHA & CO. For KHIMJI KUNVER]JI & CO.
Chartered Accountants Chartered Accountants

N. KISHORE BAFNA
Partner
Mumbai, 28th April, 2003

SHIVJI K.VIKAMSEY
Partner

ADESH GUPTA
President & CFO

Chairman: KUMAR MANGALAM BIRLA
Directors: RAJASHREE BIRLA
B. R. GUPTA

P. MURARI

B. L. SHAH

H.J. VAIDYA
TARJANI VAKIL
VIKRAM RAO

DEVENDRA BHANDARI
Company Secretary



SCHEDULES

SCHEDULE ‘1’

SHARE CAPITAL

Authorised:

Equity Shares of Rs. 10 each

Redeemable Preference Shares of Rs. 100 each

Total

Issued, Subscribed & Paid-up:
Equity Shares of Rs. 10 each, fully paid-up*

1. * Includes:

— 13,75,500 shares allotted as fully paid-up pursuant to contracts for consideration other than cash

Numbers

85,000,000
1,500,000

59,876,742

As at
31st March, 2003
Rs.in Crores

85.00
15.00

100.00

59.88
59.88

As at
31st March, 2002
Rs.in Crores

85.00
15.00

100.00

59.88
59.88

— 2,33,69,797 shares issued as Bonus Shares by capitalisation of Securites Premium, General Reserve, Capital Redemption

Reserve and Capital Reserve.

— 34,42,201 (Previous Year 36,25,263) shares represented by Global Depository Receipts

2. Issue of 36,581 (Previous Year 38,181) equity shares and bonus shares thereon is in abeyance pursuant to the provisions
of Section 206A of the Companies Act, 1956.

SCHEDULE 2’

RESERVES & SURPLUS

Rs. in Crores

Balance as at
31st March,2002

Additions
during the year

Deductions/
Adjustments
during the year

Balance as at
31st March, 2003

Capital Reserve 1.44 — —
Capital Redemption Reserve 7.61 — —
Debenture Redemption Reserve 101.29 — 32.96#
Securities Premium Account 373.36 — —
General Reserve 430.53 20.00# -
Investment Allowance Reserve ( Fully utilised ) 37.00 — 37.00#
Surplus as per Profit & Loss Account 79.68 129.96 —
1,030.91 149.96 69.96
Previous Year 1,096.06 46.66 111.81

#  Transferred toffrom Profit and Loss account

1.44
7.61
68.33
373.36
450.53

209.64
1,110.91

1,030.91



SCHEDULES

SCHEDULE ‘3’
SECURED LOANS

Debentures

Term Loan from Financial Institution
Deferred Sales Tax Loan

Working Capital Borrowings from Banks

SCHEDULE ‘4’
UNSECURED LOANS

Fixed Deposits
Deferred Sales Tax Loan
Commercial Paper

Includes amounts repayable within one year

SCHEDULE ‘5’
FIXED ASSETS

As at
31st March, 2003
Rs.in Crores

156.66
17.00
22.59
70.07

266.32

1.54
0.04

1.58

1.58

As at
31st March, 2002
Rs.in Crores

242.59
20.00
14.47

166.41

443.47

2.88
2.78
10.00

15.66

11.37

Rs. in Crores

Gross Block Depreciation/Amortization Net Block
Asat 3lst | Additions | Deductions/ | Transfer to Asat | For the Upto 31st | Asat3lst| Asat3lst
March, 2002 | for the year | Adjustments | Birla NGK [31st March, year | March, 2003 |March, 2003 | March, 2002
Insulators 2003
Pvt. Led.*
Goodwill 2035 — — — 2035 — — 2035 2035
Land
Freehold 1.25 — 0.04 0.20 1.01 — — 1.01 1.25
Leasehold 5.13 — — — 5.13 0.08 0.52 4.61 4.70
Buildings 128.04 1.46 0.54 16.25 112.71 292 2248 90.23 104.53
Plant & Machinery 928.40 25.52 244 75.13 876.35 53.78 435.13 44122 496.63
Furniture, Fixtures & Equipments 27.02 2.81 033 349 26.01 2.03 14.10 1191 12.54
Trade mark/ Brands 123.61 — — — 123.61 8.24 26.71 96.84 105.08
Vehicles & Aircrafts 8.26 6.06 0.89 1.08 12.35 0.76 253 9.82 5.76
Livestock 0.08 = — 0.06 0.02 = 0.02 = =
Total 1,42.14 35.85 4.24 96.21 1,177.54 67.81 501.55 675.99 750.84
Previous year 1,244.58 29.13 3157 — 1,242.14 69.61 491.30 750.84

Notes:

1. Execution/renewal/registration of documents pending in respect of Freehold land Rs.0.06 crores (Previous year Rs. 0.06
crores) and Buildings of Rs. 0.30 crores (Previous Year Rs.0.30 crores).
2. Assets held under co-ownership- Leasehold Land Rs 0.25 Crore (Previous Year Rs. 0.25 Crores), Building Rs.1.08 Crore
(Previous Year Rs. 1.08 Crore) , Furniture, Fixture & Equipments Rs. 0.48 Crore (Previous Year Rs. 0.48 Crore) and
Aircraft Pending RegistrationRs. 4.84 Crores (Previous year Nil)
3. The Company has made an application for exemption under section 20 of the Urban Land (Ceiling & Regulation) Act,
1976 for excess land of 4.25 acres (Previous Year 4.25 acres) at Rishra
4. Buildings include Rs.8.12 Crores (Previous Year 8.12 Crores) being cost of Debentures of and Shares in a Company
entitling to the right of exclusive occupancy and use of certain premises.
5. Plant & Machinery include Rs.1.07 Crores (Previous year Rs. 1.51 Crores) being assets not owned by the Company.

6. * Refer note 3 in Schedule 18.
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SCHEDULES

SCHEDULE ‘6’
INVESTMENTS Face Value
Rupees
LONG TERM INVESTMENTS
Government Securities (Unquoted)
6 & 7 Years National Saving Certificates 41000
12 Years National Defence Certificate 500
Other Investments (Fully Paid up) :
QUOTED
Equity Shares:
HGI Industries Ltd. 10
Industrial Development Bank of India 10
UNQUOTED
16% NCD of Mangalore Refinery and
Petrochemicals Ltd. 40
Equity Shares :
Gwalior Properties and Estates Ltd. 10
Seshashayee Properties Ltd. 10
Trapti Trading & Investments Ltd. 10
Turquoise Investments & Finance Ltd. 10
Trade Investments
QUOTED
Equity Shares :
Indo-Gulf Corporation Ltd. 10
Indo-Gulf Fertiliser Ltd. (Indo Gulf Fertiliser) 10
Hindalco Industries Limited (Hindalco) 10
Mangalore Refinery and Petrochemicals Ltd. 10
Century Enka Ltd. 10
UNQUOTED

Equity Shares :
Birla NGK Insulators Private Limited (Birla NGK) 10
Idea Cellular Ltd (Idea) 10
Investment in Subsidiary Companies:

Equity Shares

QUOTED
PSI Data Systems Ltd. 10
UNQUOTED
Aditya Vikram Global Trading House Ltd.,
Mauritius US$ 1
Birla Sun Life Insurance Company Ltd. (Birla Sunlife) 10
Laxminarayan Investment Ltd. 10
Rajnidhi Finance Ltd. 10
Total A

31st March, 2003

Number

432,322
538,593

250,000

346,850
365,750
351,700
341,600

3,915,871
1,631,613

62,500

12,490,000
88,816,400

5,311,669

850,000
133,200,000
11,093,000
40,000

As at
Rs in Crores Number

B

B
3.46 432,322
3.69 538,593
0.98 250,000
1.45 346,850
1.64 365,750
3.77 351,700
3.66 341,600
— 19,579,357
9.40 —
36.45 —
— 41,012,461
1.25 62,500
12.49 —

88.82 88,816,400

100.28 5,311,669

3.70 850,000
134.70 105,000,000
11.09 11,093,000
0.04 40,000

416.87

As at

31st March, 2002
Rs in Crores

3.46
3.69

0.98

1.45

1.64

3.77
3.66

45.85

65.10
1.25

88.82

100.29

3.70
105.00
11.09
0.04

439.719



SCHEDULES

SCHEDULE ‘6’ (Contd) As at
INVESTMENTS Face Value 31st March, 2003
Rupees Number  Rs in Crores

CURRENT INVESTMENTS
(Unquoted, Non Trade and Fully paid up)

Units of Debt Schemes of various Mutual Funds 62,828,471 97.43
Total B 97.43
TOTAL (A+B) 514.30
Aggregate Book Value  — Quoted 154.54

— Ungquoted 359.76
Aggregate Market Value — Quoted 123.20

1. Details of Debentures purchased & redeemed during the year :
Birla NGK Insulators Private Limited

11% Own Debentures (16th Series)

2. Units of Debt Schemes of various Mutual Funds purchased and redeemed during the year:

As at

31st March, 2002

Number

Number

11,934,375
4,700,000
375,816,323

Rs in Crores

439.79

219.64
220.14
183.32

3. Transfer of investments in Idea /Birla Sun Life / Birla NGK is restricted by the terms contained in their respective joint

venture agreements.

4. Equity shares of Idea are pledged with certain lenders to secure loan extended by them to

Idea.

5. Shares of Indo Gulf Fertilisers and Hindalco were received on demerger of Indo Gulf Corporation Limited.

6.  Figures of Rs. 50,000 or less have been denoted by B.

SCHEDULE ‘7’ As at
INVENTORIES 31st March, 2003
(As valued and certified by the management) Rs. in Crores
Finished Goods 91.06
Stores & Spares 18.05
Raw Materials 118.62
Packing Materials 1.50
Material-in-Process 16.02
Waste / Scrap 0.17

245.42

As at

31st March, 2002

Rs. in Crores
109.85

21.72

110.97

3.38

19.31

0.20

265.43



SCHEDULES

SCHEDULE ‘8’
SUNDRY DEBTORS

(Unsecured, considered good except otherwise stated)

Due for a period exceeding six months
(Net of doubtful, fully provided Rs.8.16 Crores;
Previous Year Rs.10.47 Crores)

Others

Includes amount in respect of which the Company holds deposits
and Letters of Credit/ Guarantees from Banks

SCHEDULE ‘9’
CASH & BANK BALANCES
Cash & Cheques in hand and remittances in transit
Balances with Scheduled Banks:
Current Accounts
Deposit Accounts
Balances with Non-Scheduled Banks: #
On Current Account-

Standard Chartered Bank (SCB), London

# Maximum amount due at any time during the year

SCB

SCHEDULE ‘10’

LOANS AND ADVANCES

(Unsecured, considered good except otherwise stated)

Advances recoverable in cash or in kind
or for value to be received
(Net of Doubtful, fully provided Rs.3.57 Crores
— Previous Year Rs 2.18 Crores)

Deposits

Balances with Central Excise,Customs & Port Trust etc
(Net of Doubtful, fully provided Rs. 3.01 Crores
— Previous Year Rs 3.11 Crores)

Taxation (Net of Provisions)

+ Includes
(a) Amount due from Officers
(b) Maximum amount due from Officers at any time during the year

SCHEDULE ‘11’
CURRENT LIABILITIES & PROVISIONS
Current Liabilities:

Acceptances

Sundry Creditors

Advances from Customers

Interest accrued but not due on loans
Other Liabilities

Provisions:
For taxation (Net of Advance Payment)
Proposed Dividend
Provision for Corporate Tax on Dividend

As at
31st March, 2003
Rs. in Crores

3.06

148.14
151.20

29.73

3.20

6.48
31.61

0.01

41.30

0.07

56.83

83.92
5.10

145.85

0.04
0.06

14.35
127.97
5.54
6.25
41.67

195.78
2.83

2245
2.88

28.16
223.94

As at
31st March, 2002
Rs. in Crores

15.76
207.50
223.26

28.88

5.54

6.79
1.87

14.20

0.10

69.72

33.17
9.39

17.89
130.17

0.04

6.84
113.43
4.09
11.22
52.54

188.12

19.76

19.76
207.88



SCHEDULES

SCHEDULE ‘12’
OTHER INCOME

Dividends on Long Term Investments :
Trade
Others

(Tax deducted at source Rs.0.55 Crores - Previous Year Rs. Nil)

Profit/(Loss) on sale of Investments (Net) :
Long Term*
Current

Miscellaneous Income

* (Other than on MRPL Shares as shown as exceptional item)

SCHEDULE ‘13’
(INCREASE)/DECREASE IN STOCKS
Opening Stocks:

Finished Goods

Work-in-Process

Waste [ Scrap

Less:

Closing Stocks:
Finished Goods
Work-in-Process
Waste / Scrap

Add: (Increase)/Decrease in Excise duty on Stocks
Less: Stocks transferred to Birla NGK Insulator Pvt. Ltd.
( Refer Note 3 in Schedule “18”)

(Increase)/Decrease

SCHEDULE ‘14’
COST OF MATERIALS
Raw Material Consumption

Packing Material Consumption
Purchase of Finished Goods

SCHEDULE ‘15’
SALARIES,WAGES AND EMPLOYEE BENEFITS
Payments to & Provisions for Employees:
Salaries, Wages and Bonus
Contribution to Provident & Other Funds
Welfare Expenses

2002-03
Rs.in Crores

5.13
0.08

5.21

1.40

1.40
4.11

10.72

109.85
19.31
0.20

129.36

91.06
16.02
0.17

107.25

2.33
28.31

(3.87)

639.09
24.15
25.40

688.64

100.93
16.01
6.18

123.12

2001-02
Rs.in Crores

4.98
0.07

5.05

(0.52)
0.29

(0.23)
431

9.13

113.20
2217
0.12

135.49

109.85
19.31
0.20

129.36

3.88

10.01

615.66
31.61
30.14

67141

99.80
14.07
6.23

120.10



SCHEDULES

SCHEDULE ‘16’ 2002-03
MANUFACTURING, SELLING AND OTHER EXPENSES Rs.in Crores
Consumption of Stores & Spares 45.44
Power & Fuel 96.52
Processing Charges 43.98
Commission to Selling Agents 44.09
Brokerage & Discounts .47
Export Expenses 5.51
Advertisement 41.27
Transportation & Handling Charges (Net) 25.25
Other Selling Expenses 20.57
Auditors’ Remuneration :
Audit Fees 0.07
For Taxation Matters 0.02
For Tax Audit 0.03
For Certification Work 0.02
For Management Services 0.04
Reimbursement of Expenses 0.02
Payments to Branch Auditors:
Audit Fees 0.06
For Certification Work 0.06
For Management Services 0.02
Reimbursement of Expenses 0.02
Payment to Cost Auditors:
Audit Fees 0.01
Bad debts & Provisions for doubtful debts & advances 7.37
Repairs & Maintenance of:
Buildings 3.26
Plant & Machinery 14.88
Others 1.63
Rent 6.23
Rates & Taxes 243
Insurance 4.22
Donations 0.60
Directors’ Fees & Travelling Expenses 0.05
Research & Development Expenses 0.65
(Profit)/Loss on sale/discard of Fixed Assets (Net) 0.65
Miscellaneous Expenses 37.19
410.23
Less:
Insurance Claims 1.54

Unspent Liabilities, Excess provisions and unclaimed balances in
respect of earlier years written back (net of short provisions and
sundry balances written off) 2.19

3.73
406.50

SCHEDULE ‘17
INTEREST AND OTHER FINANCE EXPENSES

Interest
On Debentures and Fixed Loans 28.50
Other 11.50
Other Finance Expenses 3.66

43.66
Less: Interest Income

Interest on long term Investments 5.26
(Tax deducted at source Rs.1.11 Crores
— Previous Year Rs.0.05 Crores)
Others Interest 16.72
(Tax deducted at source Rs.1.15 Crores
— Previous Year Rs.1.12 Crores)

21.68

2001-02
Rs.in Crores

46.09
112.90
45.90
43.91
7.22
9.52
51.28
25.14
19.53

0.08
0.01
0.03
0.01

0.02

0.06
0.02

0.02

0.01
3.93

3.74
12.98
1.95
4.82
3.34
4.26
0.60
0.06
0.54
(0.93)
35.84

432.88

5.49

7.16

12.65
420.23

39.13
18.86
4.51

62.50

1.13

15.64

45.73



SCHEDULES

SCHEDULE ‘18’
SIGNIFICANT ACCOUNTING POLICIES AND NOTES ON ACCOUNTS

A.

SIGNIFICANT ACCOUNTING POLICIES
ACCOUNTING CONVENTION

The financial statements are prepared under the historical cost convention, on an accrual basis and in accordance with
the applicable accounting standards.

FIXED ASSETS
Fixed assets are stated at cost.
DEPRECIATION / AMORTIZATION

Depreciation on Fixed Assets is provided on Straight Line Method at the rates and in the manner specified in the
Schedule XIV of the Companies Act,1956. “ Continuous process plants” have been classified on technical assessment
and depreciation provided accordingly.

Intangible and certain other assets are amortized as under :

Trademarks/ Brands — 15 years

Capital Expenditure on assets not owned — 5 years

Specialized Software — 3 years

Leasehold Land — Over the period of the lease
Goodwill — Not being amortized.

Depreciation on the Fixed Assets added/disposed off /discarded during the year has been provided on pro-rata basis with
reference to the month of addition/disposal/discarding.

Depreciation on the amounts capitalized on account of foreign exchange fluctuation is provided prospectively over
residual life of the assets.

BORROWING COST

Borrowing Costs attributable to acquisition and construction of qualifying assets are capitalized as a part of the cost of
such asset upto the date when such assets is ready for its intended use. Other borrowing costs are charged to the Profit &
Loss Account.

TRANSLATION OF FOREIGN CURRENCY ITEMS

Transactions in foreign currency are recorded at the rate of exchange in force at the date of the transactions. Foreign
currency assets (except investments) and liabilities other than for financing fixed assets are stated at the rate of
exchange prevailing at the year end and resultant gains / losses are recognized in the profit and loss account. Premium in
respect of forward foreign exchange contacts is recognized over the life of the contracts.

Foreign currency loans for financing fixed assets are stated at the contracted/prevailing rate of exchange at the year end
and the resultant gains/losses are adjusted to the cost of assets.

INVESTMENTS

Long Term Investments are stated at cost after deducting provision, if any, made for permanent diminution in the
values.

Current Investments are stated at lower of cost and market/fair value.
INVENTORIES

Inventories are valued at the lower of the cost and estimated net realizable value. Cost of inventories is computed on a
weighted average / FIFO basis. Finished goods and work-in-progress include costs of conversion and other costs incurred
in bringing the inventories to their present location and condition. Proceeds in respect of sale of raw materials/stores are
credited to the respective heads. Obsolete, defective and unserviceable stocks are duly provided for.
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SCHEDULES

SCHEDULE ‘18’ (Contd.)
SIGNIFICANT ACCOUNTING POLICIES AND NOTES ON ACCOUNTS

RETIREMENT BENEFITS

Regular contributions are made to provident and superannuation funds. Liability in respect of gratuity and leave
encashment is actuarially evaluated and funded / provided.

TAXATION

Provision for current tax is made on the basis of estimated taxable income for the current accounting year in accordance
with the Income Tax Act, 1961. The deferred tax for timing differences between the book and tax profits for the year is
accounted for, using the tax rates and laws that have been substantively enacted as of the balance sheet date. Deferred
tax assets arising from timing differences are recognized to the extent there is reasonable certainty that these would be

realized in future.

RESEARCH AND DEVELOPMENT EXPENDITURE

Revenue expenditure is charged to the Profit & Loss Account and Capital expenditure is added to the cost of Fixed

Assets in the year in which it is incurred.

GOVERNMENT GRANTS

Government Grants are recognized when there is reasonable assurance that the same will be received. Revenue grants
are recognized in the Profit & Loss account. Capital grants relating to specific fixed assets are reduced from the gross
value of the respective fixed assets. Other capital grants are credited to capital reserve.

MISCELLANEOUS EXPENDITURE

Marketing / Technical know-how expenses are deferred and are written-off over a period of five years.

CONTINGENT LIABILITIES

Contingent Liabilities in respect of show cause notices received are considered only when they are converted into

demands.

Contingent Liabilities under various fiscal laws include those in respect of which the Company/Department is in appeal.

Contingent Liabilities are disclosed by way of notes

B. NOTES ON ACCOUNTS

1 Estimated amount of contracts remaining to be executed on capital

Current Year
Rs. in Crores

Previous Year
Rs. in Crores

account and not provided for (Net of advances) 5.15 7.18
2 Contingent Liabilities not provided for:
a) Claims against the Company not acknowledged as debts
i)  Income-tax 0.67 6.28
ii) Custom Duty 1.46 2.02
iii) Excise Duty 39.97 35.94
iv) Others 23.69 2891
b) Bills discounted with Banks 37.57 57.21
c) Corporate Guarantees given to Banks/Financial Institutions for loans
taken/Preference shares issued by subsidiary/other companies. 110.42 78.65
d) Customs duty on capital goods and raw materials imported under
advance licensing / EPCG scheme, against which export obligation
is to be fulfilled. 4.63 6.78



SCHEDULES

SCHEDULE ‘18 (Contd.)

SIGNIFICANT ACCOUNTING POLICIES AND NOTES ON ACCOUNTS
Current Year Previous Year
Rs. in Crores Rs. in Crores

3 Pursuant to the Scheme of Arrangement (the Scheme), as approved
by the shareholders and subsequently sanctioned by the High Court
of Gujarat, Ahmedabad, the Insulator Business of the Company has
been transferred on a going concern basis w.e.f 1st August 2002 (the
Appointed date) to Vikram Insulators (P) Limited ( presently known
as Birla NGK Insulators (P) Limited).

As per the Scheme, all the assets, liabilities and debts pertaining to
the Insulator Business on the appointed date have been transferred
and in consideration whereof the Company has been allotted the
following securities:-

a) 1,24,90,000 Equity Shares of Birla NGK Insulators (P) Ltd.
having a face value of Rs.10 each at par and

b) Debentures having face value of Rs.119.34 crores, (being
equivalent to USD 25 million) at par (since redeemed). The
difference between the consideration as mentioned above (Net
of demerger expenses) and the net book value of assets as on the
Appointed date has been accounted as an exceptional item under
the head “ Gain on transfer of Insulator Business”.

4 DEBENTURE AND SECURED LOANS :-

a) Non Convertible Debentures are secured by way of first charge
created by mortgage of the immovable properties of the Company
situated at Veraval, Rishra, Jagdishpur, Renukoot and Sakhar
Bhavan, Mumbai and hypothecation of movables (except book
debts) situated at the above locations and at Midnapur, subject
to prior charge(s) created on certain assets in favour of the
Financial Institutions and on inventories in favour of the
Company’s Bankers for the working capital borrowings, ranking
pari-passu inter-se.

(i) 11% Sixteenth Series (Redeemed at par in three equal
annual installments-commenced from 31st July,2000) — 19.25

(ii) 11% Seventeenth Series (Redeemable at par in three equal
annual instalments-commenced from 24th January,2002) 26.66 53.34

(iii) 14.25% Nineteenth Series (Redeemed at par on 17th
July, 2002) — 40.00

(iv) 13.20% Twentieth Series (Redeemable at par on 8th
Oct,2003) 30.00 30.00

(v) 13.50% Twenty First Series (Redeemable at par on Ist
Aug,2003) 50