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AUDITORS’ REPORT TO THE MEMBERS OF
HE AHM_EDA&AD AD VANCF MILLS LIMITED

. “We-have audited the attached Baiauce Sheer of The Ahmedabad Advance Mills Limited as

at March 31, 2008 and also the Profit and Loss Account:and Cash Flow Statement for the
year ended on that date beth -annexed thereto.: These financial statements are the
responsibility of. the Company’s management. Our responsablhty is to express an oplnlon
on these financial statements based on our audnt '

We conducted our audn in-accordance wnth 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 misstatements. An audit includes
examining, on a tusi basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes. assessing the accounting principles used and significant
cstimates made by management, as well as evaluating the overall financial statcment
presentation. We believe that our audit provides a reasonable basis for our opinion.

As required by the Companies (Auditor’s Report) Order, 2003 (the ‘Order’), issued by the
Central Government of India in terms of sub-section (4A) of Section 227 of the Companies
Act, 1956, we annex hereto a statement on the matters specnﬁed in paragraphs 4 and 5 of
the said Order to the extent applicable to the company.

Further to our comments in the annexure referred to in paragraph 3 above, we report that:

a) the Company has given Inter Corporate Deposits (ICDs) during the year
aggregating Rs. 84,145,000 to a company and a partnership firm without prior
approval of the Central Government which is not in accordance with Section 295 of
the Companies Act, 1956. These parties have repaid the ICDs (including the
outstanding balance as at March 31, 2007) aggregating Rs.187,508,245 during the
year with interest. The.amount:of ICD's owtstanding from these parties as at March
31, 2008 is Rs.36,250,000/~ (excluding accrued interest of Rs. 6,657,317) (as
indicated in Note 2; Schedule 18)

b) other lzabtlmes/prowsxons and advances to employees are subject to ad;ustmems
arising from settlement of workers, the amount in respect of which is presently not
ascertamable(as mdwated in Note 3; Schedule 1 8)

-¢) weare unable lo ascertam the effect that the item  mentioned in (b) above may have

on the profits for the year and the debit balayce of profit and loss account.
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5. Subject to the matters reﬁzrrcd to in paragraph (4) above:

a)

b)

<)

d)

we have obtained alt the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit;

i our opinion, proper books of account as required by Iaw have been kept by
the Company, so far as appears from our examination of thc books;

the Balance Sheet Pro(' t and Loss Account and Cash Flow Slau.mcnt dealt with
by this report are in agreement with the books of account; -

in our opinion and to the best of our information and according to the
cxplanations given (0 us, the Balance Shect, Profit and Loss Account and Cash
Flow Statement; comply with the Accounting. Standards referred to in sub-
section (3C) of Section 211 of the Companies Act, 1956;

in our opinion and to the best of our information and according to the -
explanations given to us, the said accounts give the information required by the
Companics Act, 1956, in the manner so required and give a truc and fair view in

_conformity with the accounting principles generally accepted in India:

(i) in the case of the Balance Sheet, of the state of affairs of the Company as
at March 31, 2008;

(ii)  in the case of the Prof t and Loss Account, of the profit for the year -
ended on that date; and

(iii). in the cas: of the Cash Flow Statement, of the cash flows for the year
ended on that date.

6.  We further report that, on the basis of the written representations received from the
dircctors as on March 31 2008, and taken'on record by the Board of Dircctors, nonc of
the directors is disqualified as on March 31,2008 from being appointed as director in
terms of clause (g) of sub-sectlon m of Sectlon 274 of the Compames Act, 1956.

MUMBAL:

For A. F. FERGUSON & CO.
Chartered Accountamts

[

o ' Partner
-4 SEE UQ{Q Membershlp Ne. 17814
Lo N ! S
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Annexure to the Auditors’ report

Annexure referred to in paragraph 3 of our report of even date to the members of The
Ahmedabad Advance Mills Limited on the financial statements for the year ended March

31,2008

(i) (a)
(b)
- (©)

(i) (a)

(b)
©

(iii) ~ (a)

)]

The Company is mamtammg proper records showing full particulars
including quantitative detalls and situation of fixed assets.

Fixed assets have been physically verified by the management during the
year and in our opinion the frequency of verification is reasonable having
regard to the size of the Company and the nature of its assets. No material
discrepancies were notnced on such phys1cal verification.

There was no dlsp0sal of fixed assets durmg the year. Therefore, the
provisions of .clause 4(i)(c) of the Order are not applicable to the
Company

The inyentories have been physlcally venf ed durmg the year by the
management In our opmlon. the frequency of verification is reasonable.

The procedum of phys;cal venﬂcatnon of inventories followed by the
management are teasonable and adequate in relatnon to the size of the

Company and the nature of its busmws

In our opinion and accordmg to the mformatlon and explanatlonq given to
us, the Company is mamtammg proper records of irventories and there
WCIC no discrcpanclcs notlccd on physical verification.

As per information and explmmuou:. uven W us, lhe Cumpuuy lius gragted
unsecured loans to two parties covered in the regnter maintained under
section 301 of the Compames Act, 1956. The maximum amount involved
during the period was Rs. 181 008,245 ‘and the period end balarice of such
luans was Rs. 41,398,769, >
As per the mfonnatldn ahd explanatnons gtven to us, the rate of interest
and other terms and conditions at which the loans (have been given to
Companies, firms or other*pﬁi‘tg@s listed in the regtster maintained under
section 301 of the Companies Act, 1956 are not prima facie prejudicial to
the mterest of the Cotﬁpany having,mrd to the market ylelds

,cavery of prmcipal and interest have N
hn.” ln the absepce of any stipulations or
-oun the regularity of repayment of

No stipulations or terms as to j_;,
been made in respect of Ioaps ’
terms, we—are—unable-t0- domme
principal amount and interest.

v
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(iv)

v

(vi)

(d)  As no stipulations or terms have been made with regards to recovery of
principal and interest amounts of loans, we are unable to comment on the
overdue amount, gf any, and the steps taken for rcwvcry of overdue

g amozmls ,

(¢)  The Company has taken unsecured loans from two parties covered in the
- register maintained under section 301 of the Companies Act, 1956. The
maxifum amount involved during the year was Rs.137,519,117 and the

year end balance is Rs.137,519,117.

f) We are unable to express an op:mon whether thc rate of interest and other
terms ‘and conditions on which loans have been taken from companies,
firms or other parties listed in the register maintained under section 301
of the Companies Acl, 1956 are prima facie prejudicial to the interest of
the Company having regard to the market yields.

(8) - No stipulation has been made with regard to rcpayiﬁenl of principal and
interest amount of the loans. Accordmgly, regularity in rcpaymcnl of the
same cannot be commented upon.

~ In our opm:o‘n and according to the information and explanations given to us,

there are generally adequate internal control systems commensurate with the size
of the Company and the nature of its busmess with regard to purchases of
inventory, fixed assets and with regard to the sale of goods and services. During
the course of our audit, we have not obsérved any continuing failure to correct
major weakness in mu,mal eonlrol systems. |

(@) Auondmg to the informati mn and expldnauona given 1o us, we are of the

opinion that the contracts or arrangements that need to be entered into the
register maintained under sectton 301 of the Compames Act, 1956 have
been so entercd.

() In our opinion and aceording. . the explammns given to us, the
transactions made in pursuance of contracts or arrangements entered in the
register maintained under section. 301 of the Companies Act, 1956 havc
been made at the pr:ces which - Aare reasonable havmg regard to the
prevailing market prices at the relevant tlme.

The Company has not deu,pu,d any depgsags ?rom lhc pubhc ) wlmh the
provisions ‘of section”’58A, 58AA or any “other. relevant provisions of the
Companies Act, 1956 and the Compames (Aeeeptanoe of Deposits) Rules, 1975

“apply. Accordingly, the provisionso > 4{yi) of the Order are not applicable
to the Company. As informed to us, no Order “been passed by the Company"

_Law Board or National Company Law Tuhnanr.me Bank of India.or anx

court or any other Tribunal:
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(vii)

(viii)

(ix)

(%)
(xi)
(xii) 

(xiii)

In our opinion, the Company has an internal audit system commensurate with the
size of the Company and the nature of its business.

In our opinion and according to the information and explanations given to us. the
cost records as prescribed under clause (d) of sub- section (1) of section 209 of the
Act have not been maintained by the Company during the period, as there was no
manufacturing activity except on job work basis.

(a) According to the records of the Company and information and

~ explanations given to us, provident fund, employees state insurance,

income tax, sales tax, service tax, cess and c*her material statutory dues as

applicable to it have been generally regularly deposited during the year

under audit with the appropriate authorities. As explained to us. the

Company did not have any dues on account of investor cducation and
protection fund, customs duty, excise duty and wealth tax.

(b) According (o the information and explanations given to us, no undisputed
amounts payable in respcct of-provident fund, cmployecs state insurance
(E.S.LC). income tax, sales tax, service tax. cess and other material
statutory dues as applicablc were in arrears, as at March 31, 2008 for a
period of more than six months from the date they became payable excepi
E.S.I.C dues of Rs 444,736 in respect of earlier years.

(€)  According to the information and explanatio 1s given lo us, there are no
ducs of Income Tax/ Sales Tax/ Service Tax/ ustoms Duty/ Wealth Tax/
Excisc Duty or Cess that have not been diposited on account of any
dispute. 4

In our opinion, the accumulated losses at the end of the f nancial period are more
than fifty per cent of its net worth. The Company has .10t incurred cash losses
during the financial year covered by our audit and the immediately preceding
financial period.

In our opinion and according to the information and explanations given to us, the
Company has not defaulted in repayment of dues to a financial institution, bank or
debenture holders.

Based on the examination of our records and the information and explanations
given to us, the Company has not granted any loans and advances on the basis of
security by way of pledge of shares, debentures and other securities.

In our opinion, the Company is not a chit fund or a nidhi /- mutual benefit fund /

society. Therefore, the provisions of clause 4 (xiii) of the Order are not applicable -
to the Company. -

c
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- (Xiv)

- (xv)

(xvi)

(xvii)

(xviii)

(xix)

(xx)

“(xxi)

In our opinion, the Company is not dealing in or trading in shares, sccurities,
debentures and other investments. Accordingly, the provisions of clause 4 (xiv) of
the Order are not applicable to the Company.

According to information and cxplanations given to us, the Company has not
given guarantee for loans taken by others from banks or financial institutions.
Accordingly, the provisions of clause 4 (xv) of the Order are not applicable to the
Company.

The Company has not taken any term loans during the year under audit.
Accordingly, the provisions of clause 4 (xvi) of the Order are not applicable to the

Company.

According to the information and explanations given to us and on an overall
examination of the Balance Sheet of the Company, we report that no funds raised
on short-term basis have been used for long-term investment.

According to the information and explanations given to us, the Company has not
made any preferential allotment of shares to parties and Companies covered in the
register maintained under Section 301 of the Companies Act, 1956.

The Company has not issued any debentures. Accordingly, the provisions of
clause 4 (xix) of the Order are not applicable to the Company.

The Company has not raised any .'nonej by way of public issues. Accordingly, the
provisions of clause 4 (xx) of the Order are not applicable to the Company.

According to the information and cxplanations given to us, no fraud on or by the
Company has been noticed or reported during the course of our audit.

For A.F.FERGUSON & CO.
Chartered Accountants

A.C.Khanna
Partner
Membership No. 17814

i co. .
—MUMBAL = ¢ DEr L
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. THE AHMEDABAD ADVANCE MILLS LIMITED
BALANCE SHEET AS AT MARCH 31, 2008
SCHEDULE AS AT AS AT
NO. 31.03.2008 31.03.2007
Rs. ‘ Rs.
SOURCES OF FUNDS
SHAREHOLDERS' FUNDS .
Share Capital 1 31,128,750 31,128,750
Reserves and Surplus 2 28,962,983 28,962,983
| .60,091,733 60,091,733
‘Share Application Money (Refer Note 6, Schedule 18) - 150,000,000 |
LOAN FUNDS
Secured Loans 3 352,110 529,471
Unsecured Loans 4 141,767,401 149,268,264
142,119,511 149,797,735
202,211,244. 359,889,468
APPLICATION OF FUNDS
FIXED ASSETS 5
Gross block 3,044,685 2,988,285
Less: Accumulated depreciation 707,185 555,261
Net block 2,337,500 2,433,024
Add : Capital Advances 300,000 300,000
2,637,500 2,733,024
CURRENT ASSETS, LOANS AND ADVANCES
Property Constructed 1,424,943 1,424,943
inventories 6 C . 513,003
Sundry Debtors 7 30,372,935 218,700
Cash and Bank Balances 8 7,018,862 44,913,063
Lc ans and Advances 9 270,358,406 384,385,169
' 309,175,146 431,454 878
LI.3S:
C. JRRENT-.LIABILITIES AND PROVISIONS .
{C. rrer ¢ Liabilities 10 75,302,330 41,822,572
Provisons 11 §5,680,000 55,000,000
130,982,330 96,822,572
{NET CURRENT ASSETS 178,192,816 334,632,308
PROFIT AND LOSS ACCOUNT 12 21,380,928 22,524,138
202,211,244 359,889,468
Not3§ on balance sheet and profit and loss account " ‘18
JAs per our report attached of even date e
For A F. Ferguson & Co., T " For THE AHMEDABAD ADVANCE MILLS LI
Chartered Accountants : , ,
A. C. Khanna . Vijaykumar Pradeer Agarwal
Partner~ - - 7T T T Company Secretarf -Director
PEOQ :Mumbai - ¢ S T '{?R' THE N X - | o 4 TEety —]
: al JUM Ol dduy ' o SEP e o
Date: - } Date :
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