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Notice to the Shareholders

NOTICE is hereby given that the Forty-Eighth Annual General Meeting of the Shareholders of the
Company will be held on Tuesday, 14" day of August, 2007, at 11.00 a.m. at “The Music Academy”,
168 (Old No.306), T T K Road, Chennai 600 014, to transact the following business:

ORDINARY BUSINESS

1. Toreceive, consider and adopt the audited statements of accounts for the year ended 31t March,
2007, and the reports of the Directors and Auditors thereon.

2. Torecord and confirm the interim dividends for the year ended 31 March, 2007.

3. Toelecta Directorin the place of Mr T S Vijayaraghavan, who retires by rotation and being eligible,
offers himself for re-election.

4. To elect a Director in the place of Mr S Prasad, who retires by rotaticn and being eligible, offers
himself for re-election. ’

5. To appoint Auditors and fix their remuneration. M/s Sundaram and Srinivasan, Chartered
Accountants, Chennai, retire and are eligible for re-appointment.

Regd. Office: By order of the Board
21, Patullos Road S Srivathsan
Chennai - 600 002. Vice President (Finance) & Secretary

21 June, 2007
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Notes:

1.

A Member entitled to attend and vote at the Meeting is entitled to appoint a proxy to
attend the meeting and vote instead of himself and such a proxy need not be a member.
For appointment of a proxy to be effective, the proxy form (enclosed) shall be duly filled,
stamped, executed and lodged with the Registered Office of the Company at least 48
hours before the time fixed for the commencement of the meeting.

The Register of Members and Share Transfer Books of the Company will remain closed from
07.08.2007 to 14.08.2007 (both days inclusive).

Pursuant to the provisions of Section 205A of the Companies Act, 1956, as amended, dividends for
the financial year ended 31t March, 2001 and thereafter, which remain unclaimed for a period of 7
years will be transferred to the Investor Education and Protection Fund of the Central Government.
Members who have not encashed the dividend warrant(s) so far for the financial year ended 31st
March, 2001, or any subsequent financial year are requested to make their claim to the Share
Department of the company at Padi, Chennai - 600 050. It may also be noted that once the
unclaimed dividend is transferred to the Government, as above, no claim shall lie against the Fund
or the Company in respect of such amount. ‘

Encl : Proxy Form.
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Directors’ Report to the Shareholders

Your Directors present their Forty Eighth Annual Report and the Audited Accounts for the year ended
31t March, 2007.

Financial Results

Sales for the year under review were Rs.1003 crores compared to Rs.843 crores in the last year. The
financial results of your Company for the year under review are as below:

2006-2007 2005-2006
(Rupees in Lakhs)

Gross profit before interest and depreciation 8,593 7,826

Interest 2,052 1,743

Depreciation 2,672 2,316

Profit before tax for the year 3,869 3,767

Profit after tax for the year 2,603 2,637 ,
Dividend

Two interim dividends totaling to 65% amounting to Rs.6,41,51,386/- were paid for the year ended 31¢
March, 2007. The Directors are not recommending any further dividend for the year ended 31 March,
2007.

Management Discussion and Analysis

The Indian economy saw a growth rate of 9.4% in the year under review compared to 8.4% in the earlier
year. The growth was largely on account of manufacturing and services both of which had double digit
growth. The agricultural sector grew at only 2.7% as against 6% in 2005-06.

In the commercial vehicle segment the market saw a growth of 35% fuelled by increasing conversions
from single to multi-axle vehicles. This trend has been sustained following the Supreme Court ruling
last year on overloading and the economics of higher fuel cost. The major part of the wheels requirement
arising from this growth was met from supply of low cost wheels from China. However, your Company
saw a growth of 17% in commercial vehicle wheels segment. In the coming year, demand for haulage
trucks is expected to be lower.

The tractor segment following the higher agricultural growth in 2005-06 and government policies to
increase rural funding registered a 23% growth. Your company grew with the market and maintained
its position as the leading supplier to tractor manufacturers.

The passenger car segment witnessed a growth of 22% in the year under review. The higher interest
rate which came into force would have some effect on the domestic demand for passenger cars. With
a number of passenger car manufacturers having aggressive growth plans including those for exports,
demand for passenger car wheels is expected to grow and your Company is expected to benefit from
this.
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The government has been concerned about the high inflation and has taken steps to control liquidity.
This has resulted in hardening of interest rates compared to the last financial year.

We expect tightening of money supply to slow down segments such as commercial vehicles and
agricultural tractors.

Your Company is the major supplier to the construction equipment industry in India and the year under
review saw a 50% increase in off-take from the earlier year. This trend is likely to increase with
infrastructure activity in the country speeding up and with global customers setting up export based
plants in India.

Air Suspension system saw an increase of 45% in sales with higher level of OE fitment with Tata
Motors and Ashok Leyland. Your Company is participating in a number of new bus programs including
the City Low Floor buses. We see the growth in this segment sustaining in the coming year.

Your Company saw a 24% growth in its export sales coming mainly from the construction equipment
industry worldwide. The industry is showing a double digit growth globally and your Company is well
positioned to take advantage of this. On aluminium wheels, we have marketed our product to trailer
manufacturers in major geographies through our existing distribution set-up. We are in early discussions
with international OEMs on supply of forged aluminium wheels to them.

Your Company is starting two new plants in the coming year, one in Uttaranchal to service Tata Motors
and Mahindra plants in the state, and one in Sriperumbudur to service the plants of the domestic
construction equipment industry. These new plants should contribute to the sales of your Company in
the latter part of the current year.

Your Company’s products are steel intensive. The price levels in the country have remained high
reflecting the demand-supply mismatch in the country. While your Company continues to work on cost
reduction measures through value engineering methods, high steel prices and high interest rates will
continue to put pressure on us in the coming year.

It has been through the team work and effort of your Company’s employees that we have been able to
manage our operations in these difficult times.

The internal control systems of the Company are adequate and are regularly reviewed by the internal
and statutory auditors. The Internal audit is conducted at regular intervals at all the locations of the
Company covering all key areas. The audit observations and follow-up actions are discussed with the
management and the audit committee and reviewed at regular intervals.

Directors

Under Article 94(3) of the Company, Mr T S Vijayaraghavan and Mr S Prasad, retire from office by
rotation, and being eligible, offer themselves for re-appointment.
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Corporate Governance

In pursuance to Clause 49 of the Listing Agreement with the Stock Exchange, Corporate Governance
Report is given elsewhere and forms part of this Report.

Directors’ responsibility statement:
Pursuant to Section 217(2AA) of the Companies Act, 1956 your Directors confirm that
i. in the preparation of the annuat accounts, the applicable accounting standards have been followed;

ii. such accounting policies have been selected and applied consistently and judgements and
estimates made that are reasonable and prudent so as to give a true and fair view of the state of
affairs of your company as at 315 March, 2007 and of the profit of the Company for the year ended
on that date;

iii.proper and sufficient care has been taken for the maintenance of adequate accounting records in
accordance with the provisions of the Companies Act for safeguarding the assets of the Company
and for preventing and detecting fraud and other irregularities and

’

iv. the annual accounts have been prepared on a going concern basis.
Auditors

M/s Sundaram and Srinivasan, Chartered Accountants, Chennai retire at the conclusion of the Forty
Eighth Annual General Meeting and are eligible for re-appointment. The Directors recommend their re-
appointment.

Particulars of Employees

None of the employees of the Company was in receipt of remuneration in excess of the limits prescribed
under Section 217(2A) of the Companies Act, 1956, read with Companies (Particulars of Employees)
Rules, 1975.

General

Particulars prescribed by the Companies (Disclosure of Particulars in the Report of Board of Directors)
Rules, 1988 are enclosed in the annexure and form part of this report.

The Directors wish to thank United Bank of India, State Bank of India, Standard Chartered Bank and
HDFC Bank Limited for their continued support.

Your Company continues to enjoy the full cooperation of all its employees. The Directors wish to place
on record their appreciation of the good work done by them.

On behalf of the Board of Directors
Chennai S Ram
21 June, 2007 CHAIRMAN & MANAGING DIRECTOR
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Report of the Auditors to the Shareholders

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

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.

As required by the Companies (Auditor's Report) Order, 2003 and on the basis of such checks of the
books and records of the Company as we considered appropriate and the information and explanations
given to us during the course of our audit, we enclose in the annexure a statement on the matters
specified in the said order. .

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. Inour 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.

iii. The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with
the books of account.

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 Companies
Act, 1956.

v. As per information furnished to us, no Director of the Company is disqualified as on 31 March,
2007 from being appointed as Director under Clause (g) of Sub-Section (1) of Section 274 of the
Companies Act, 1956.

vi. 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 Companies Act, 1956, 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 31 March 2007;
b) In the case of the Profit and Loss Account, of the profit for the year ended on that date and
c) In the case of cash flow statement, of the cash flows for the year ended on that date.

for SUNDARAM AND SRINIVASAN

Chartered Accountants
. K. SRINIVASAN
Chennai Partner
21% June, 2007 Membership No.5809
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Annexure to the Report of Auditors

VI.

VII.

VIl

(@) The Company is maintaining proper records showing full particulars, including quantitative
details and situation of fixed assets.

(b) These fixed assets have been physically verified by the Management at reasonable intervals.
We are informed that no material discrepancies were noticed on such verification.

(c) The company has not disposed of substantial part of fixed assets during the year.

(@) Physical verification of inventory has been conducted at reasonable intervals by the
Management

(b) The procedures of physical verification of inventory followed by the Management are
reasonable and adequate in relation ta the size of the company and the nature of its business.

(c) The company is maintaining proper records of inventory and the discrepancies noticed on
physical verification which were not material, have been properly dealt with in the books of
account.

The company has neither granted nor taken any loans secured or unsecured to / from companies,
firms or other parties covered in the register maintained under Section 301 of the Act. Hence,
the clauses (iii) (b) to (g) of the order are not applicable.

There is an adequate internal control system commensurate with the size of the company and
the nature of its business for the purchase of inventory, fixed assets and for the sale of goods and
services. There is no continuous failure to correct major weaknesses in internal control system.

(@) The particulars of contracts or arrangements referred to in Section 301 of the Act have been
entered in the register required to be maintained under the section.

(b) The transactions made in pursuance of such contracts or arrangements have been
made at prices which are reasonable having regard to the prevailing market prices at the
relevant time.

The company has complied with the provisions of Section 58 A and 58 AA or any other relevant
provisions of the Act and the Rules framed thereunder with regard to the deposits accepted from
the public.

The company has an adequate internal audit system commensurate with its size and nature of
its business.

The company has made and maintained the accounts and records prescribed by the Central
Government under Section 209 (1) (d) of the Companies Act, 1956 and we have broadly reviewed
the same.

(a) The company is regular in depositing undisputed statutory dues including Provident Fund,
Investor Education and Protection Fund, Employees State Insurance, Income Tax, Sales Tax,
Value Added Tax, Wealth Tax, Service Tax, Customs Duty, Excise Duty, Cess and any
other statutory dues with the appropriate authorities.
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(b) The disputed Sales Tax amounting to Rs.10.19 Lakhs has not been deposited on account of
disputes which are contested in appeals and are pending before the Sales Tax Appellate

Tribunal.
X The Company has no accumulated losses and has not incurred cash losses during this financial
year or in the immediately preceding financial year.
XI.  The company has not defaulted in repayment of dues to a financial institution or bank.
Xll. The company has not granted loans and advances on the basis of security by way of pledge of
shares, debentures and other securities.
Xll. The company is not a chit fund or a nidhi / mutual benefit fund / society. Therefore, clause 4 (xiii)
of the order is not applicable to the company.
XIV. The company is not dealing or trading in shares, securities, debentures and other investments.
XV. The company has not given any guarantee for loans taken by others from banks or financial
institutions. p
XVI. Thetermloans were applied for the purpose for which the loans were obtained.
XVIl. Based on the balance sheet and fund flow statement of the company in our opinion the funds
raised on short term basis have not been used for long term investments.
XVIIl. The company has not made any preferential allotment of shares during the year.
XIX. The company has not issued any debentures during the year.
XX  The company has not raised any money by way of public issues during the year.
XX. No fraud on or by the company has been noticed or reported during the year.
for SUNDARAM AND SRINIVASAN
Chartered Accountants
Chennai K. Srinivasan
21 June, 2007 Partner
Membership No.5809
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