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Notice to Members

Notice is hereby given that the 45" Annual General
Meeting of the Shareholders of the Company will be
held on Friday the 10" August, 2007 at 5.00 P.M. at
Chamber Hall, Chamber Towers, 8/732, Avinashi Road,
Coimbatore 641 018 to transact the following business.

Ordinary Business:

1.

6.

To Consider and adopt the following:

a) The Audited Profit & Loss Account for the year
ended 31st March, 2007

b) The Audited Balance sheet as at 31st March,
2007 and

c) The Reports of the Directors and the Auditors.
To Declare a Dividend

To appoint a Director in place of Mr Sumanth
Ramamurthi who retires by rotation & being eligible,
seeks re-appointment.

To appoint a Director in place of Mr C N Srivatsan
who retires by rotation & being eligible, seeks re-
appointment.

To appoint a Director in place of Mr Vijay
Venkatswamy who retires by rotation & being
eligible, seeks re-appointment.

To appoint Auditors & fix their remuneration.

Special Business:

7.

To consider and if thought fit to pass with or
without modification, the following resolution
as anordinary resolution

Resolved that Mr A Ramkrishna who was co-opted
as Additional Director be and is hereby appointed as
Director of the Company, liable to retire by rotation.

To consider and if thought fit to pass with or
without modification, the following resolution
as an ordinary resolution

Resolved that Mr Suresh Jagannathan who was
co-opted as Additional Director be and is hereby
appointed as Director of the Company, liable to
retire by rotation.

To consider and if thought fit to pass with or
without modification, the following resolution
as anordinary resolution

10

Resolved that Mr M V Subaraman who was co-
opted as Additional Director be and is hereby
appointed as Director of the Company, liable to
retire by rotation.

.To consider and if thought fit to pass with or

without modification, the following resolution
as anordinary resolution

Resolved that the consent of the Company be and
is hereby granted in terms of Section 293(1)(a) and
all other applicable provisions of the Companies
Act, 1956 (including any statutory modification or re-
enactment thereof, for the time being in force) to the
Board of Directors (hereinafter referred to as the
“Board” which term shall be deemed to include any
Committee which the Board may constitute for this
purpose ) to mortgage and / or charge, in addition to
the mortgages / charges created / to be created by
the Company , in such form and manner and with
such ranking and at such time and on such terms as
the Board may determine on all or any of the
movable and/ or immovable properties of the
Company, both present and future and / or the
whole or any part of the undertaking (s) of the
Company together with the power to take over the
management of the business and concern of the
Company in certain events of default, in favour of
the Lender (s) , Agent(s) and Trustee(s) / Trustee(s)
for securing the borrowings availed / to be availed
by the Company and / or any of the Company's
subsidiary / affiliate / associate company, by way of
loan (s) (in foreign currency and / or Indian rupee)
and Securities (comprising fully /partly convertible
debentures and /or non convertible debentures with
or without detachable or non detachable warrants
and / or secured premium notes and / or floating
rates notes / bonds or other debt instruments),
issued / to be issued by the Company from time to
time subject to the limits approved under Section
293(1) (d) of the Companies Act, 1956 together with
interest at the respective agreed rates, additional
interest, compound interest in case of
default,accumulated interest, liquidated damages,
commitment charges, premia on prepayment,
remuneration of the Agent (s) / Trustees premium (if
any) on redemption, all other costs, charges and
expenses, including any increase as a result of
devaluation / revaluation /fluctuation in the rates of
exchange and all other monies payable by the
company in terms of the Loan Agreement (s) /
deeds of Agreement (s), Debenture Trust Deed(s)
or any other document, entered into / to be entered
into between the Company and the Lender(s) /
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Agent (s) and Trustee(s) / Trustee(s), in respect of
the said loans / borrowings / debentures and
containing such specific terms and conditions and
covenants in respect of enforcement of security as
may be stipulated in that behalf and agreed
to between the Board of Directors or Committee
thereof and the Lender(s) / Agent(s) / and Trustee(s)
/ Trustee(s).

Resolved further that for the purpose of giving
effect to this resolution, the Board and / or its duly
constituted Committee be and are hereby
authorised to finalise, settle or execute such
documents / deeds / writings / papers / agreements
as may be required and do all such acts, deeds,
matters and things as it may in its absolute
discretion deem necessary, proper or desirable and
to settle any question, difficulty or doubt that may
arise in regard to creating mortgages / charges as
aforesaid.

11. To consider and if thought fit to pass with or
without modification, the following resolution
as an ordinary resolution

Resolved that the Board of Directors (hereinafter
referred to as the “Board” which term shall be
deemed to include any committee which the board
may constitute for this propose) be and is hereby
authorised, in accordance with section 293(1)(d) of
the Companies Act,1956 (including any statutory
modifications or re-enactment thereof for the time
being in force and the Articles of Association of the
Company, to borrow any sum or sums of money
(including non fund based facilities) from time to
time at their discretion for the purpose of the
business of the Company, from any one or more
banks, financial institutions, and other persons,
firms, bodies corporate, notwithstanding that the
monies to be borrowed together with the monies
already borrowed by the Company (apart from
temporary loans obtained from the Company's
bankers in the ordinary course of business) may at
any time exceed up to a sum of Rupees Three
Hundred Crores over and above the aggregate of
the then paid up capital of the Company and its free
reserves(thatis to say reserves not set apart for any
specific purpose) and that the board of directors be
and are hereby empowered and authorized to
arrange or fix the terms and conditions of all such
monies to be borrowed from time to time as to
interest, repayment, securities or otherwise as they
may in their absolute discretion think fit.

Resolved further that for the purpose of giving
effect to this resolution, the Board be and is hereby
authorised to do all such acts, deeds, matters and
things as it may in its absolute discretion deem
necessary, proper or desirable and to settle any
question, difficulty or doubt that may arise in respect
of the borrowing(s) aforesaid and further to do all
such acts, deeds and thing and to execute all
documents and writings as may be necessary,
proper, desirable or expedient to give effect to this
resolution.

12.To consider and if thought fit to pass with or
without modification, the following resolution
as special resolution

Resolved that pursuant to Section 314 and other
applicable provisions, if any, of the Companies
Act, 1956, approval be and is hereby accorded for
the appointment of Mr Prashanth Chandran to hold
office or place of profit under the Company as an
employee.

Resolved further that the term of office and the
terms and conditions may be decided by the Board
of Directors, provided that the aggregate
remuneration payable to Mr Prashanth Chandran
shall not exceed the sum of Rs. 50,000/- per month
prescribed by the Central Government under Sub-
section (1B) of Section 314 of the Companies Act,
1956 read with the Director's Relatives (Office or
Place of Profit) Rules, 2003 up to which the
remuneration can be paid without obtaining the
approval of the Central Government.

Explanatory Statement Pursuant to Section 173(2)
of the Companies Act, 1956

ltemNo7,8&9

Mr A Ramkrishna aged 63 was co-opted as Additional
Director with effect from 01.04.07 under section 260 of
the Companies Act, 1956. He has been in the service of
the Company for the past 27 years. Mr A Ramkrishna is
a Chartered Accountant and has vast experience in the
field. Before joining Precot in 1980 he had held senior
positions in Boots Co (India) Ltd and Wimco Ltd.
Considering his contributions the Board recommends
his candidature as Director of the Company

Mr Suresh Jagannathan aged 50, is a Graduate in
Science from USA and is the Managing Director of
Kovilpatti Lakshmi Roller Flour Mills Ltd. He has more
than two decades of experience in the textile industry.
Mr MV Subaraman aged 62, is a Master in Commerce,
CAIIB, & Dip (Intl Fin) and was formerly an Executive of
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IDBI. He has vast experience on the financial aspects of
the industry. They were also Directors in Meridian
Industries Limited, which has now been merged with
the company and they have been co-opted as
Additional Directors with effect from 26.09.06 under
section 260 of the Companies Act, 1956. The above
persons have given their consentto act as Directors.

The above Directors hold office till the ensuing Annual
General Meeting. Notices under Section 257 of the
Companies Act, 1956 along with the deposit have
been received from a member of the Company
signifying his intention to propose the candidature
of Mr A Ramkrishna, Mr Suresh Jagannathan and
Mr M V Subaraman for appointment as Directors of the
Company. Accordingly the resolutions set out in Item
No.7, 8 and 9 are proposed for your approval. The
Directors recommend the resolutions for the approval
of the shareholders.

Mr A Ramkrishna is interested in item no.7, Mr Suresh
Jagannathan in Iltem No 8 and Mr M V Subaraman in
item no. 9. None of the other Directors are interested in
these resolutions.

Item No 10

The borrowings by a Company, in general, is required to
be secured by mortgage or charge on all or any of the
movable or immovable properties of the Company in
such form, manner and ranking as may be determined
by the Board of Directors of the Company from time to
time in consultation with the lender(s) .

The mortgage and / or charge on any of the movable
and/orimmovable properties and/ or the whole or any
part of the undertaking(s) of the Company to secure
borrowings of the Company or of any of its subsidiary /
affiliate /associate company, with the power to the
charge holders to take over the management of the
business and concern of the Company in certain events
of default, may be regarded as disposal of the
Company's undertaking(s) within the meaning of
Section 293(1)(a) of the Companies Act,1956. Hence it
is necessary for the Members to pass a resolution
under the said section.

The Board of directors accordingly recommends the
resolution to be passed as an ordinary resolution

None of the directors of the Company are concerned or
interested in the resolution.

ltem No 11

In terms of the provisions of section 293(1) (d) of the
Companies Act,1956, the Board of Directors of the
company, cannot except with the consent of the
company in general meeting, borrow monies, apart
from temporary loans obtained from the company's
bankers in the ordinary course of business in excess of
the aggregate of the paid up capital and its free
reserves, that is to say, reserves not set apart for any
specific purpose. Keeping in view the Company's
business requirements and its growth plans, it is
considered desirable to increase the said borrowing
limits.

The Board of directors accordingly recommend the
resolution to be passed as an ordinary resolution

None of the directors of the Company are concerned or
interested in the resolution.

ltem No 12

Mr Prashanth Chandran was appointed as Project
Executive of the Company with effect from October
2005 with monthly remuneration within the limits
under Section 314 of the Companies Act 1956. As
Mr Prashanth Chandran is related to two directors of the
Company, a special resolution as stipulated under
section 314 of the Companies Act, 1956 is required to
be passed for holding the office or place of profit. The
Board recommends passing of the special resolution.

Except Mr D Sarath Chandran and Mr Ashwin
Chandran who are relatives of Mr Prashanth Chandran,
no other Director of the company is interested in the
resolution.

Information as required by Clause 49(VIA) of the
Listing Agreement:

As required by the Listing Agreement, the information
relating to the Directors proposed to be appointed is
given hereunder.
1. Mr Sumanth Ramamurthi
Mr Sumanth Ramamurthi, aged 48, is an
Industrialist and is a Director from 1992. He holds
Directorships in the following Public companies
a. Super Spinning Mills Ltd

b. ElgiElectric & Industries Ltd
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c. ElgiUltraIndustries Ltd

d. ElgiSoftware & Technologies Ltd
e. SuperFarm Products Ltd

f.  ElgiBuilding Products Ltd

g. Sara Elgi Industrial Research & Development
Ltd

h. Sara Elgi Textiles (International) Ltd
2. MrCN Srivatsan

Mr C N Srivatsan, aged 50 is a Chartered
Accountant and is a Director from 2004. He holds
Directorships in the following public companies.

a. PricollLtd
b. Elgitread (India) Ltd
¢. SugunaPoultry Farm Ltd
d. Astral Consulting Ltd
e. KarMobilesLtd
3. MrVijay Venkataswamy

Mr Vijay Venkatasamy, aged 60, is an Industrialist
and is a Director from 2004. He holds Directorships
in the following public companies.

a. VantexLtd

b. Coimbatore Pioneer Fertilizers Ltd

c. Super Spinning Mills Ltd

d. SaraElgi Textiles (International) Ltd
4. Mr ARamkrishna

Mr A Ramkrishna, aged 63 is a Chartered
Accountant and is a Director from 1998. He holds
Directorships in the following public companies.

a. Suprem Textiles Processing Ltd
b. SuperFarm Products Ltd
c. Multiflora Processing (Cbe) Ltd
d. Precot Spintex Limited

5. MrMV Subaraman

Mr M V Subaraman, aged 62 is a Master in
Commerce, CAIIB, & Dip (Intl Fin) and was formerly
an Executive of IDBIl and is a Director from 2006. He
holds Directorships in the following public
companies.

a. RSB Transmissions (I) Ltd

6.

Mr Suresh Jagannathan

Mr Suresh Jagannathan, aged 50, is an industrialist
and is a Director from 2006. He holds Directorships
in the following public companies.

a. Kovilpatti Lakshmi Roller Flour Mills Ltd
b. PricolLtd
c. Elgitread (India) Ltd

NOTES:

1.

A member entitled to attend and vote at a meeting is
entitled to appoint a proxy to attend and vote instead
of himself and the proxy need not be a member.
Instrument appointing a proxy should be deposited
atthe registered office of the company not less
than 48 hours before the commencement of the
Meeting.

The Register of Members and Share Transfer
books of the Company will remain closed from
26.07.07 to 10.08.07 (both days inclusive) for the
purpose of payment of Dividend.

The Dividend declared in August, 2000 and
remaining unclaimed at the end of seven years will
be transferred to Investor Education and Protection
Fund established by the Central Government. It
may be noted that once the unclaimed dividend is
transferred to the fund as above, no claim shall lie
with the Company in respect of such amount.
Members are requested to intimate, indicating their
folio number, the changes, if any, in their registered
addresses, either to the Company or its Registrar
and Share Transfer Agent, viz, Intime Spectrum
Registry Limited, or to their respective Depository
Participant in case the shares are held in demat
form.

Members who hold shares in physical form in
multiple accounts in identical names or joint
accounts in the same order of names are requested
to send the share certificates to the Company's
Registrar and Transfer Agents, Intime
Spectrum Registry Ltd for consolidation into a single
account.

For receiving dividend through Electronic Clearing
Service (ECS), inthe notified centers, members are
requested to forward the form attached to the
circular letter, duly filled in, to the Registrar and
Share Transfer Agents of the Company, M/s Intime
Spectrum Registry Ltd, Coimbatore Branch or to
their respective Depository Participants before
25.07.07.

By Order of the Board,

Coimbatore D Sarath Chandran
14" June, 2007 Chairman & Managing Director
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Directors' Report and Management Analysis

To the Members

Your Directors have pleasure in presenting the 45"
Annual Report along with the audited financial results
for the year ended 31* March, 2007.

The name of the Company was changed to Precot
Meridian Limited effective from 28" September,06 and
a new logo has also been adopted. The approval of the
Madras High Court for the merger of Meridian Industries
Limited (MIL) with the company was given on 30"
August, 06. The merger is effective from 1% April, 06. In
view of this the financial results of the company for the
year represents the first year of operation of the merged
entity and hence is not comparable with that of the
previous year which reflects the stand alone
performance. In accordance with the scheme of
Amalgamation 15 lacs shares were offered to the share
holders of the erstwhile MIL.

Financial Results

31.03.07 31.03.06

Rs.Lacs Rs. Lacs

Sales - Domestic 25683 19932
- Exports 7468 3060
33151 22992

Profit before Interest, Dep. & Tax 5354 3464
Less: Interest 915 180
Profit from Operations 4439 3284

Other income 498 701

Profit before Depreciation & Tax 4938 3985
Less : Depreciation and Amortisation 2415 1863
Profit Before Tax 2523 2122
Less: Provision for Current Tax 560 328

: Fringe Benefit tax 23 10

: Deferred Tax 51 282
Profit After Tax 1889 1502
Add: Balance brought forward 390 361
Profit available for appropriation 2279 1863

Dividend and appropriations:

Considering the performance and the enhanced capital,
your directors recommend a dividend of 50% absorbing
asum of Rs. 407 lacs including the tax payable by the
company on the dividend. The amount of Rs. 2279 lacs
is proposed to appropriated as under:

Rs. Lacs
06-07  05-06
Proposed Dividend 348 327

Tax on Dividend 59 46

General Reserve 1500 1100
Balance carried forward 372 390
2279 1863

Review of operations:

As already mentioned, the turnover of the merged entity
is not comparable to that of the standalone figures of
last year. The performance of the spinning division is at
par with the profitability levels of last year. The turnover
of the weaving division improved by 42% to Rs. 50
Crores as compared to Rs.35 Crores. However there
was no significant contribution of the Weaving Division
to the overall profitability of the Company. With both the
yarn dyeing and the weaving units having reached full
capacity, we expect a turnaround of this division in the
Current Year.

Capital Investment

The total capital investment during the year was at
Rs.70 crores which was spent towards the expansion of
capacities in both spinning and weaving divisions. As
informed in the last report, the company purchased a
complete spinning Mill of 32256 spindles from the
Philippines. Relocation of the same has been
completed during the year at the company's premises at
Pollachi. The Mill was commissioned in January, 07and
will start operating at full capacity from the third quarter
of the current financial year. The capacity at the weaving
division was also enhanced by adding 24 Airjet Looms
during the year.

These expansions were partly funded by a term loan
under TUFS and through ECB/FCNRB borrowings.

Outlook forthe currentyear

The cotton crop during the year is expected to be good
for the third successive year, subject to a good
monsoon. However, cotton prices have gone up by
about 10% compared to the previous year. The sharp
appreciation in the Rupee against the Dollar witnessed
during the first quarter of this year and the hardening of
interest rates would also adversely affect the
performance of the company. The company has
initiated various measures for improving the efficiency
of the Weaving Division and for improving the sales
realisation per meter, the benefits of which would be
seenduring this year.
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Opportunities, Risks and Concerns

The country has emerged as an established sourcing
target for the US and EU markets. This coupled with the
boom expected in the Indian retail market could provide
a lot of scope for the growth of the Industry. However
the appreciation of the rupee has hurt competitiveness
of garment exports which has also had a cascading
effect on the domestic yarn prices.

Personnel

Labour relations continued to be cordial throughout the
year in all the units of the company.

Foreign Exchange Earnings

The company's foreign exchange earnings through
exports during the year was Rs 74 Crores as compared
to Rs 30 Crores in the previous year. Outflow on account
of import of raw material, capital goods, etc amounted to
Rs 35 Crores resulting in net foreign exchange earnings
of Rs 39 Crores.

Internal control systems & Risk Management

The company has adequate internal control systems to
monitor business processes, financial reporting and
compliance with applicable regulations. The systems
are periodically reviewed for identification of control
deficiencies and formulation of time bound action plans
toimprove efficiency at all the levels.

The Audit Committee of the Board reviews internal
control systems and their adequacy, significant risk
areas, observations made by the internal auditors on
control mechanism and the operations of the company,
recommendations made for the corrective action and
the internal audit reports. The Committee reviews with
the statutory auditors and the management, key issues
and significant processes, accounting policies etc. The
company continues its efforts in strengthening internal
controls.

Risk Management is an integral part of the business
process. The Audit Committee of the Board reviews the
risk management process from time to time.

Directors

Mr Sumanth Ramamurthi, Mr C N Srivatsan and
Mr Vijay Venkataswamy retire by rotation at the ensuing
Annual General Meeting. They are eligible for
reappointment.

Mr M V Subaraman and Mr Suresh Jagannathan have
joined the Board on 26" Sept, 2006 as Additional
Directors. Mr A Ramkrishna , whose term of office as
Executive Director expired on 31.03.07 was also co
opted by the Board as an Additional Director under
Section 260 of the Companies Act, 1956 at the meeting

held on 30" January, 07. They hold office till the date of
the forthcoming Annual General Meeting and their
appointment will be considered by the members of the
Company.

Subsidiaries

Benwood Corporation Sdn Bhd, a company
incorporated in Malaysia, became a wholly owned
Subsidiary of the company consequent to merger of
MIL. Earlier 50% of the share capital was held by the
company and the balance was held by MIL. Benwood
acts as the retailing arm for the sale of the company's
products in the Malaysian markets.

Corporate Governance

The report on Corporate Governance is annexed. The
company has complied with the conditions relating to
Corporate Governance as stipulated in Clause 49 of the
Listing Agreement.

Directors Responsibility statement
The Directors confirm that:

(a) The applicable accounting standards have been
followed and proper explanations provided relating
to material departures, ifany;

(b) The company has adopted prudent and consistent
accounting policies so as to give a true and fair view
of the state of affairs of the company;

(c) Proper care has been taken for maintenance of
adequate accounting records under the provisions
of the Companies Act for safeguarding the assets of
the company;

(d) The annual accounts of the company have been
prepared on a going concern basis

Auditors

M/s Suri & Co and M/s KSG Subramanyam & Co
Auditors of the company retire at the ensuing Annual
General Meeting. They have given their consent for
their reappointment.

Statutory Information

Information required to be furnished under the
Companies Act, 1956 is given in the annexure to this
report.

Acknowledgement

Your Directors thank the shareholders, customers,
suppliers and bankers for their continued support during
the year. Your directors also place on record their
appreciation of the contributions made by the
employees at all levels towards the growth of the
company.




(i

PRECOT
MERIDIAN

Directors' Report and Management Analysis

Annexureto Directors' Reportand
Management Analysis

Statutory Information
Fixed Deposits

12 Fixed Deposits amounting to Rs 1.94 lacs remained
unclaimed as on 31st March, 2007. Subsequently, 3
deposits amounting to Rs.1.05 lacs has been repaid.

Technology Absorption, Adaptation and innovation
Research and Development

Research and Development activities are carried out on
an ongoing basis for improving the efficiency and also
for improving quality of its products. No separate
expenditure was incurred for R & D.

Particulars of Employees pursuant to the
provisions of Section 217 (2A) of the Companies
Act, 1956

Name :DSarath Chandran Age:61lyrs
Qualification : B Sc (Hons), MBA Exp:35yrs
Designation : Chairman & Managing Director
Nature of duties : Management of the Company
Gross remuneration : Rs.92.78 lacs

Date of commencement of employment: 1.4.1975
Previous employment : Premier Mills Limited.

Name :A Ramkrishna Age:63yrs
Qualification : B Sc, FCA Exp:37yrs
Designation : Executive Director upto 31.03.07

Nature of duties : General Administration of the
Company and incharge of Finance function.

Gross remuneration : Rs.26.56 lacs

Date of commencement of employment : 29.9.1980
Previous employment : Boots Co. (India) Ltd.,

WIMCO Ltd.

Note:

1. The Managing Director was appointed for a period of
3 years w.e.f 01.04.05 & the term of Executive
Director was for one year which expired on
31.03.07.

2. Gross remuneration includes salary, allowances,
Company's contribution to Provident and Super
Annuation Funds.

3. Mr D Sarath Chandran is related to Mr Vijay Mohan
and Mr Ashwin Chandran.

Conservation of Energy

Conservation of Energy continues to receive increased
emphasis at all the units of the Company. Energy audits
and Inter unit studies are carried out on a regular basis
for taking steps for reduction of the energy
consumption. The details of total consumption is as
follows.

FORM A
Conservation of Energy (Consolidated for all units)
A. Power & Fuel Consumption 31.03.07 31.03.06
1) Electricity From EB Rs Lacs
a) Purchased
Units in Lacs 643.97 527.20
Amtin Rs. Lacs 2397.44 1920.82
Cost per Unit in Rs. 3.72 3.64
2) Electricity From Gas power
a) Purchased from APGPCL
Units in Lacs 172.51 254.25
Amtin Rs. Lacs 330.92 550.51
Cost per Unit in Rs. 1.92 2.17
b) Purchased from OPG
Units in Lacs 115.50 -
Amtin Rs. Lacs 350.90 -
Cost per Unit in Rs. 3.04 -
3) Own Generation through
a) Diesel Generator
Units per Ltr of Diesel 3.53 3.91
Units in lacs 39.04 28.64
Amtin Rs. Lacs 387.42 253.51
Cost per Unit in Rs. 9.92 8.85
b) Wind Mill Power
Units in lacs 167.41  65.06
Amtin Rs. Lacs 416.20 162.65
Cost per Unit in Rs. 2.49 2.50
B. Consumption of Electricity (Units)
Yarn per Kg 4.27 5.08
Fabric per metre 1.32 2.25

By Order of the Board
D Sarath Chandran
Chairman & Managing Director

Coimbatore
14" June, 2007
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REPORT ON CORPORATE GOVERNANCE
A.CORPORATE GOVERNANCE PHILOSOPHY

The Company is committed to good Corporate Governance. The Company fully realises the rights of its
shareholders to information on the performance of the Company and considers itself a trustee of its shareholders.
The Company provides detailed information on various issues concerning the Company's business and financial
performance to its shareholders. The basic philosophy of Corporate Governance in the Company is to achieve
business excellence and dedicate itself for increasing long-term shareholder value, keeping in view the needs and
interests of all its stakeholders. The Company is committed to transparency in all its dealings and places emphasis
on business ethics.

B.NUMBER OF BOARD MEETINGS
The Board meets at least once in a quarter to consider amongst other business, the quarterly performance of the
Company and the financial results. The Board has held four meetings during the financial year 2006-07 on 29" June

2006; 18" August 2006; 24" November 2006 & 30" January 2007

C. COMPOSITION OF DIRECTORS AND THEIR ATTENDANCE IN BM/AGM

Name of Director Category No. of Directorships in No of Committee No of Board | Attendance
other Companies positions held in Meeting
other Companies
Public | Pvt | Foreign | Total | Member | Chairman | Held | Attended| last AGM
Mr D Sarath Chandran Executive - Promoter 7 - 1 8 2 - 4 4 Yes
Chairman & Managing Director
Mr A Ramkrishna Executive - Non Promoter 4 - 1 5 - - 4 4 Yes
Executive Director
Mr P Saiprakash Executive - Non Promoter 3 - 1 4 - - 4 3 No
President
Mr Ashwin Chandran Executive - Promoter - - - - - - 4 4 Yes
Director Operations
Mr Vijay Mohan Non-Executive - Promoter 10 1 1 12 2 - 4 4 No
Mr V Subramanian Non-Executive - Independent 1 - - 1 - - 4 1 No
Mr Sumanth Ramamurthi Non-Executive - Independent 9 1 - 10 1 - 4 4 No
Dr Jairam Varadaraj Non-Executive - Independent | 10 - 5 15 6 - 4 4 No
Mr Vijay Venkataswamy Non-Executive - Independent | 4 1 - 5 2 1 4 4 No
Mr C N Srivatsan Non-Executive - Independent 5 2 - 7 3 2 4 3 No
Mr M V Subaraman Non-Executive - Independent 2 - - - - - 4 2 No
Mr Suresh Jagannathan Non-Executive - Independent 5 2 - 7 4 - 4 - No

Mr V Subramanian retired from the Board in the previous AGM held on 09.08.2006
Mr M V Subaraman & Mr Suresh Jagannathan were inducted in the Board from 26.09.06
Mr A Ramkrishna ceased to be an Executive Director w.e.f 01.04.07
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D. COMMITTEES OF DIRECTORS

i Audit Committee

The Audit Committee as on 01.04.07 consists of five members and all of them are Non-Executive and four members
of the committee are Independent Directors. Four Audit Committee Meetings were held during the financial year
2006-07 on 22™ June 2006; 17" August 2006; 17" November 2006; and 23" January 2007

Brief description of terms of reference

- Reviewing the internal business process and profitability

- Reviewing and carrying out the functions in conformity with the requirements of Companies Act, SEBI
regulations and Listing Agreement, in terms of Clause 49

Composition of Audit Committee

Meetings

Name of the Director  Position Category Held Attended
Mr V Subramanian Chairman # Independent - Non Executive 4 1
Mr Vijay Venkataswamy Chairman Independent - Non Executive 4 4
Dr Jairam Varadaraj Member Independent - Non Executive 4 3
Mr C N Srivatsan Member Independent - Non Executive 4 3
Mr M V Subaraman Member Independent - Non Executive 4 2
Mr A Ramkrishna Member Non Independent-Non Executive 4 0
Notes

# Retired from the Board in the previous AGM held on 09.08.2006
Mr Vijay Venkataswamy was appointed Chairman w.e.f 17.08.06
Mr M V Subaraman was inducted in the Committee by a circular resolution dated 26.09.06
Mr A Ramkrishna was inducted in the Committee w.e.f 01.04.07at the BM dated 30.01.07

ii. Remuneration Committee

The Remuneration Committee of the Board determines and recommends to the Board, the compensation payable to
the Directors and one meeting on 8" June 2006 was held during the financial year 2006-07

Brief description of terms of reference

To determine and recommend to the Board the remuneration including commission, perquisites and allowance
payable to the whole-time directors based on overall performance and financial results of the Company during
the relevant financial year and in consonance with the existing industrial practice.

Composition of Remuneration Committee

Meetings
Name of the Director Position Category Held Attended
Mr V Subramanian Chairman # Independent - Non Executive 1 1
Dr Jairam Varadaraj Member Independent - Non Executive 4 3
Mr Sumanth Ramamurthi Member Independent - Non Executive 4 3

# Retired from the Board in the previous AGM held on 09.08.2006
Mr A Ramkrishna & Mr Vijay Venkataswamy were inducted in the Committee and Mr Sumanth Ramamurthi
ceased to be member of the Committee w.e.f 14.06.07 (being the date of Board Meeting)

10
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Shares of the company held by Non-Executive Directors:

Name of The Director

No of Shares held

Mr A Ramkrishna 750

Mr Vijay Mohan 1300

Dr Jairam Varadaraj 50

Mr Sumanth Ramamurthi 900

Mr Vijay Venkataswamy 550

Mr M V Subaraman 50

The details of remuneration / sitting fees paid to be Directors are as follows :
Name of the Director Sitting Salary & Comm- Total
fees Perks ission
Rs Rs Rs Rs

Mr D Sarath Chandran Nil 2645925 6632516 9278441
Chairman & Managing Director
Mr A Ramkrishna Nil 1906463 750000 2656463
Executive Director
Mr P Saiprakash Nil 1634312 750000 2384312
President
Mr Ashwin Chandran Nil 789960 750000 1539960
Director Operations
Mr Vijay Mohan 40000 Nil Nil 40000
Mr V Subramanian 16000 Nil Nil 16000
Mr Sumanth Ramamurthi 30000 Nil Nil 30000
Dr Jairam Varadaraj 53500 Nil Nil 53500
Mr Vijay Venkataswamy 60000 Nil Nil 60000
Mr C N Srivatsan 45000 Nil Nil 45000
Mr M V Subaraman 30000 Nil Nil 30000
Mr Suresh Jagannathan 0 Nil Nil 0
Sitting fees paid to Directors of
erstwhile Meridian Industries Ltd 55000 55000
Total 329500 6976660 8882516 16188676

The Company does not have any stock option scheme.

iii. Investors Relation Committee

The Committee specifically looks into redressing complaints of shareholders and investors. The Committee is Chaired
by Mr Vijay Mohan, Non Executive Director and the other members of the Committee are Mr D Sarath Chandran,
Mr P Sai Prakash and Mr Ashwin Chandran. Mr G Manikandan, Company Secretary is the Compliance Officer.

There were no significant investor complaints during the year. There is no pending investor complaints left unattended
atthe end of the year and those received were resolved to the shareholders satisfaction.

E. ANNUAL GENERAL MEETINGS

a. Location and time, where last three Annual General Meetings were held

Year

Location

Date Time

2005, 43" AGM
2006, 44" AGM

2004, 42" AGM | Chamber Towers , Avinashi Road, Coimbatore 641 018 | 06.08.2004 4.30 p.m.

-do -
-do -

10.08.2005 4.00 p.m.
09.08.2006 4.00 p.m.

A court convened General Meeting was held on 09.06.2006 at 3.30 P M to consider and approve the Scheme of

Amalgamation of Meridian Industries Ltd with the Company

11
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b. Special resolutions passed in the previous 3 AGMs

Year Details of Special Resolution
2004, 42" AGM NIL
2005, 43" AGM | Insertion of a clause 23A in the Articles of Association relating to Instrument of Transfer
2006, 44" AGM NIL

Note : The Change in name of the Company to Precot Meridian Limited was approved as a part of the Scheme
of Amalgamation at the court convened General Meeting held on 09.06.2006.

c. No special resolutions were put through postal ballot during the last year and hence the details of the same is
notgiven.

d. Whether any special resolution is proposed to be conducted through postal ballot : No

e. Procedure for postal ballot: Not applicable.

F. DISCLOSURES

i. Disclosures on materially significant related party transactions

All disclosures relating to financial and commercial transactions where Directors may have a potential interest
are provided to the Board, and the interested Directors do not participate in the discussion nor do they vote on
such matters. There were no materially significant related party transactions during the year having conflict with
the interests of the Company.

ii. Details of non-compliance by the Company, penalties and strictures imposed on the Company by the
Stock Exchange, SEBI or any statutory authorities or any matter related to capital markets

No penalties have been levied or strictures have been passed by SEBI, Stock Exchanges or any other Statutory
Authority on matters relating to capital markets, in the last three years.

iii. Notes on Whistle Blower

The Company does not have any Whistle Blower policy. However no personnel have been denied access to the
Audit Committee of the Company.

iv. CEO- CFO Certificate

The CEO-CFO Certificate as required under Clause 49(v) of the Listing Agreement, was laid before the Board
of Directors atits meeting held on 14th June 2007 and was taken on record by the Board.

G.MEANS OF COMMUNICATION
i. Financial Results

The Annual Reports are sent to the shareholders by post and the financial results are published in Business
Line andin aregional newspaper.

ii. Other Information

The Company has its own website www.precot.com, wherein the financial results and other investor related
information is published. The same is also available in SEBI's EDIFAR (Electronic Data Information Filing and
Retrieval System)

H. MANAGEMENT'S DISCUSSION & ANALYSIS

The Management's Discussion & Analysis report forms part of the Directors' Report.
I. GENERAL SHAREHOLDER INFORMATION

i. Annual General Meeting

10.08.2007, Friday, 5.00 PM at Chamber Hall, Chamber Towers, 8/732, Avinashi Rd, Coimbatore 641 018.
ii. Financial Calendar

Accountingyear :1stAprilto31stMarch.

Indicative calendar of events for the year

Adoption of Quarterly Accounts by the Board

During the last week of July, November, January and June every year.

Annual General Meeting : In the month of August.

12
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iii. Date of Book Closure
The Transfer Books remains closed from the 26" July, 07 till the date of Annual General Meeting (10" August, 07).
iv. Dividend Payment Date

The Dividend warrants are despatched within a fortnight of the date of Annual General Meeting in the case of
shareholders holding shares in physical form. In case of shareholders in the dematerialised form, the warrants
will be sent within a fortnight after receipt of required information from Depositories.

v. Listing on Stock Exchanges
The Shares are listed in Coimbatore, Madras and National Stock Exchanges.

The Company has paid, till date, the listing fees to the above referred stock exchanges, except to Coimbatore
Stock Exchange which is dormant

vi. Market Price Data
The Shares were nottraded in Coimbatore and Madras Stock Exchanges during the financial year 2006-07.

Market Price Data - National Stock Exchange
ISIN: INE 283A01014 NSE Symbol : PRECOT

Prices (Rs.) S&P CNX Nify
Month High Low High Low
April-06 330 273 3599 3290
May-06 464 300 3774 2896
June-06 364 225 3134 2596
Jul-06 304 232 3209 2878
August-06 297 255 3452 3114
Sep-06 300 265 3604 3328
October-06 326 285 3783 3509
Nov-06 314 260 3977 3737
December-06 280 240 4047 3658
Jan-07 270 240 4167 3834
February-07 277 202 4245 3675
Mar-07 226 172 3902 3555

vii. Registrar and Share Transfer Agent

M/s Intime Spectrum Registry Limited, Coimbatore Branch
Surya, 35, Mayflower Avenue, Senthil Nagar, Sowripalayam Road,
Coimbatore 641 028. Telefax: 0422 2314792. Email : coimbatore @intimespectrum.com

viii. Share Transfer process

The Company's shares being in compulsory demat list are transferable through the depository system. Shares in
physical form are processed by the Registrar and Transfer Agents and approved by the Investors Relation
Committee. The share transfer process is reviewed by this Committee.

ix. Secretarial Audit

A qualified Practicing Company Secretary carries out a secretarial audit on a quarterly basis to reconcile the total
admitted capital with National Securities Depository Limited (NSDL) and Central Depository Services (India)
Limited (CDSL) and the total issued and listed capital. The audit confirms that the total issued / paid up capital is in
agreement with the total number of shares in physical form and the total number of dematerialised shares held
with NSDL and CDSL.

13
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x. Distribution of Shareholding
a. Shareholding Pattern as on 31" March 2007 b. Distribution of share holding as on 31.03.07

Category No.of % of Shareholding No of % of No of % of
Shares | share | [ range Holders |Holders| Shares|Shares
held |holding

1-100 3030 41.36| 166997 2.40

Promoters 3821071 54.98 101 - 500 3469 47.36| 761451 10.96
Banks, Financial Institutions 550 0.01 501 - 1000 425 5.80| 316090 4.55
Insurance Companies 33063 0.47 | | 1001 - 2000 220 3.00| 310754| 4.47
Mutual Funds 574535 8.27 2001 - 3000 77 1.05| 193817 2.79
Private Corporate Bodies 356452 5.13 | | 3001 - 4000 23 0.31 80828 1.16
Flls 167 0.00 | | 4001 - 5000 27 0.37| 122166| 1.76
NRIs _ 29210 0.42 | | 5001 - 10000 33 0.45| 226267| 3.26
Indian Public 2134952 | 30.72 | | 10001 & above 22 0.30| 4771630| 68.65
Total 6950000 | 100.00 | | Total 7326| 100.00| 6950000| 100.00

xi. Dematerialisation of shares :
As on 31* March 2007 59.23% of the shares have been dematerialised.

xii. Outstanding GDRs/ADRs/Warrants or any Convertible Instruments, conversion date and likely
impact on equity. - NIL

Mill Locations : Address for Correspondence :
A Unit : Kanjikode, Palakkad, Kerala Regd Office : SUPREM

B Unit : Kodigenahalli, Hindupur, Andhra Pradesh P B 7161, 737 Green Fields

M Unit: Nanjegoundenpudur, Pollachi, Tamil Nadu Puliakulam Road

C & D Unit : Chandrapuram, Walayar, Kerala Coimbatore 641 045

K Unit : Gowribidnur, Kolar, Karnataka E-mail : secretary@precot.com

Weaving Unit : Vettaikaranpudur, Tamilnadu
Dyeing Unit : Perundurai, Tamilnadu

COMPLIANCE CERTIEICATE ON CORPORATE GOVERNANCE
(Under Clause 49 of the Listing Agreement)

To the Board of Directors of Precot Meridian Limited

We have examined the compliance of conditions of Corporate Governance by Precot Meridian Limited, for the year ended on 31.3.2007, as
stipulated in Clause 49 of the Listing Agreement of the said Company with stock exchanges. The compliance of conditions of corporate
governance is the responsibility of the management. Our examination was limited to procedures and implementation thereof, adopted by
the Company for ensuring the compliance of the conditions of the Corporate Governance. Itis neither an audit nor an expression of 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 the above mentioned Listing Agreement.

We state that no investor grievances are pending for a period exceeding one month against the Company as per the records maintained by
the Shareholders/Investors Relations 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 management has conducted the affairs of the Company.

For Suri & Co, For K S G Subramanyam & Co.,

Chartered Accountants Chartered Accountants

Coimbatore C S sathyanarayanan K Baskaran
14th June, 2007 Partner (M.No. 028328) Partner (M.No: 022883)

Declaration
All the Board members and senior management personnel affirmed compliance with the code of conduct of the company for the financial
year ended 31st March 2007.

Coimbatore D Sarath Chandran
14th June 2007. Chairman & Managing Director
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Significant Accounting Policies

1. Accounting Convention:

The financial statements have been prepared under the Historical
Cost Convention on the basis of a going concern and in
accordance with the accounting standards referred to in Section
211(3C) of the Companies Act, 1956.

2.Fixed Assets:

Fixed Assets are stated at original cost net of tax/duty credits
availed, if any, less accumulated depreciation,accumulated
amortisation and cumulative impairment if any. Costs include
preoperative expenses and all expenses related to acquisition and
installation of the assets concerned.

3.Leases:

Assets leased out under operating leases are capitalized. Rental
incomeisrecognised on accrual basis over the lease term.

4.Borrowing Costs:

Borrowing Costs attributable to the acquisition or construction of
qualifying assets are capitalized as part of such assets. All the other
borrowing costs are charged to revenue. A qualifying asset is an
asset that necessarily requires a substantial period of time to get
ready forits intended use or sale.

5.Impairment of Assets :

As at each Balance sheet date, the carrying amount of assets is
tested forimpairment so as to determine

a) the provision forimpairment loss, if any, required or

b) the reversal, if any, required of impairment loss recognised in
previous periods.

Impairment loss is recognised when the carrying amount of an
asset exceeds its recoverable amount.

6. Depreciation :

Depreciation is provided on the Straight Line Method in the manner
and at the rates specified in Schedule XIV to the Companies Act,
1956. Intangible Assets are amortised over a period of five years.
7.Investments :

Investments are long term and are stated at cost. Provision for
diminution in value of long-term investments is made, if the
diminution is other than temporary.

8.Inventories :

a) Inventories are valued at lower of cost and estimated net
realizable value.

b) The basis of determining cost for various categories of
inventories are as follows:-

i) Raw Materials, Packing Materials & Stores and Spares :
Weighted average basis.

ii) Finished Goods and Goods-In-Process: Cost of Direct Material,
Labour & Other Manufacturing Overheads.

9. Foreign Currency Transactions:

a) Foreign Currency Transactions are recorded at exchange rates
prevailing on the date of such transaction.

b) Monetary assets and Monetary liabilities at the year-end are
realigned at the exchange rate prevailing at the year-end and the
difference on realignment is recognized in the Profit and Loss
Accountor fixed assets as the case may be.

c) Premium/Discount in respect of Forward Contract is amortised
as expense/income over the period of contract. Exchange
difference arising on forward contracts between the exchange rate
on the date of the transaction and the exchange rate prevailing at
the year-end is recognised in the Profit and Loss Account. Any such
income/expense attributable to acquisition of Fixed Assets from
outside Indiais adjusted to the carrying cost of Fixed Assets.

10. Revenue Recognition:

a) The company follows the mercantile system of accounting and
recognises income and expenditure on an accrual basis except
those with significant uncertainties.

b) Sale of goods is recognised when the risk and rewards of
ownership are passed on to the customers, which is generally on
despatch of goods.

c) Domestic sales as reported in the profit and loss account are
exclusive of tax/duties, if any, and trade discounts. Income from
Export entitlements is accounted as and when the certainty of
entitlementis determined.

d) Dividend income is recognised when the right to receive the
dividend is unconditional at the balance sheet date.

11. Taxes on Income:

Current Tax on income is determined on the basis of taxable
income and tax credits computed in accordance with the provisions
of the Income Tax Act 1961, and based on the expected outcome of
assessments/appeals.

Deferred tax is recognised on timing differences between the
accounting income and the taxable income for the year, and
quantified using the tax rates and laws enacted or substantively
enacted as on the Balance Sheet date.

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

12. Retirement Benefits :

a) Contribution to Provident Fund and other recognized funds is
charged to Profitand Loss Account.

b) Gratuity

The liability of the company in respect of its defined benefit plan
(gratuity) is calculated by making a reliable estimate of the amount
of benefit that employees have earned in return for their service in
the current and prior periods, by discounting that benefit to
determine the present value of the obligation as at the
balancesheet date and by deducting thereof the past service cost
not yet recognised, if any, and the fair value of any plan assets. The
calculation is performed by a qualified actuary every year using the
projected unit credit method, in accordance with the requirements
of Accounting Standard 15 (Revised) on “Employee Benefits”

On change of benefits of a plan, the portion of the increased benefit
relating to past service by employees is recognised as an expense
in the profit and loss account on a straight line basis over the
average period until the benefits become vested. The expense is
recognised immediately in the profit and loss account to the extent
that the benefits vestimmediately.

Any actuarial gain or loss arising on estimation of the company's
obligation is recognised immediately in the profit and loss account.

Where the fair value of the plan assets is in excess of the present
value of obligations, an asset is recognised only when future
economic benefits are available to the company, in accordance
with the Accounting Standard.
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5’35&% Performance Highlights
Rs.in Lacs
2002 2003 2004 2005 2006 2007
Operating Results
Sales and other income 18916 20808 23638 24938 23693 33649
PBIDT 2531 3335 3433 3392 4165 5852
Interest 742 682 717 709 180 914
PBDT 1789 2654 2716 2683 3985 4938
Depreciation 1584 1646 1726 1809 1863 2415
Taxes 11 264 223 64 620 634
Net profit 194 744 767 810 1502 1889
Dividend & Dividend Tax 120 215 215 218 373 407
Retained Profit 74 529 552 502 1129 1482
Performance Parameters
Net Fixed Assets 10104 11843 11946 12950 13851 22792
Share Capital 600 545 545 545 545 695
Reserves 8380 8783 9334 9771 10900 13479
Net worth 10600 11082 11666 12091 13502 16706
Borrowings 8545 12235 13019 10867 9590 19452
Debt:Equity 0.8 1.1 1.1 0.9 0.7 1.2
Dividend (%) 20 35 35 35 60 50
Cash Earnings per share (Rs.) 30 44 46 48 62 62
Earnings per share (Rs.) 3 13 14 15 28 27
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Balance Sheet

Sources of Funds

Shareholders' Funds
Share Capital
Reserves & Surplus

Loan Funds
Secured Loans
Unsecured Loans

Deferred Tax (Refer Note No. 18)

Total Funds Employed

Application of Funds
Fixed Assets
Gross Block
Less:Depreciation

Capital Work-in-progress

Net Block

Investments
Current Assets, Loans and Advances
A. Current Assets

a) Inventories

b) Sundry Debtors

c) Cash & Bank Balances

d) Other Current Assets

B. Loans & Advances

Less: Current Liabilities & Provisions
Net Current Assets

Miscellaneous Expenditure

Total Funds Deployed

Schedule

1
2
3
4
5

42961.09

21368.02

21593.07

1198.59
6
7

8116.74

1880.30

483.46

494.20

4249.74

15224.44

8 4254.85
9

As at As at
31.03.2007 31.03.2006
Rs.Lacs Rs.Lacs
695.00 545.00
13478.86 10899.87
14173.86 11444.87
19171.06 9590.09
280.71 -
19451.77 9590.09
2532.48 2056.75
36158.11 23091.71

29365.22

15984.11

13381.11

469.93
22791.66 - 13851.04
2396.86 2826.06

5708.11

1104.76

1037.20

368.10

2481.13

10699.30

4552.11
10969.59 - 6147.19
- 267.42

36158.11

23091.71

Schedules 1 to 9,Significant Accounting Policies and the Notes on Accounts form part of this Balance Sheet

As per our report of even date attached

For Suri & Co.,
Chartered Accountants
C S Sathyanarayanan
Partner (M.NO: 028328)

Coimbatore, 14th June, 2007

For K S G Subramanyam & Co.,
Chartered Accountants

K Baskaran

Partner (M.NO: 022883)

D Sarath Chandran

Chairman & Managing Director
Ashwin Chandran

Director Operations

G Manikandan

Company Secretary / Head of Finance
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Year Ended Year Ended
31.03.2007 31.03.2006
Income Schedule Rs.Lacs Rs.Lacs
Sales - Domestic 25682.66 19931.80
- Exports 7468.22 3059.98
10 33150.88 T 22991.78
Other Income 11 498.10 700.81
Increase / Decrease In Stock Of
Finished Goods 12 392.72 83.67
34041.70 23776.26
Expenditure
Raw Materials 13 15473.45 9649.28
Salaries & Wages 14 2840.90 2318.23
Power & Fuel 3853.78 2935.21
Stores 1422.76 1058.80
Repairs & Maintenance 15 1847.59 1579.77
Processing Charges 715.82 616.76
Selling Expenses 16 1400.63 984.08
Administrative Expenses 17 634.64 469.57
Interest and Finance Charges 18 914.55 179.49
29104.12 19791.19
Profit Before Depreciation and Tax 4937.58 3985.07
Less : Depreciation 5 2367.81 1816.21
Amortisation of intangible assets 46.76 46.76
2414.57 - 1862.97
Profit Before Tax 2523.01 2122.10
Less: a) Provision for Taxation 560.00 328.00
b) Fringe Benefit Tax (FBT) 14.60 9.94
c) Deferred Tax Adjustment 50.73 282.00
d) Provision for FBT(Prior Year) 8.55 -
- 633.88 - 619.94
Net Profit 1889.13 1502.16
Add: Balance brought forward 390.23 360.93
Profit available for Appropriation 2279.36 1863.09
Proposed Dividend 347.50 327.00
Tax on Proposed Dividend 59.06 45.86
General Reserve 1500.00 1100.00
Balance Carried Forward 372.80 390.23
2279.36 1863.09
Earnings Per Share (Refer Note No. 17) (Rs.) 27.18 27.56

(Face Value Rs. 10 per share)

Schedules 5 & 10 to 18, Significant Accounting Policies and Notes on accounts form part of this Profit and Loss account
As per our report of even date attached

D Sarath Chandran

Chairman & Managing Director
Ashwin Chandran

Director Operations

G Manikandan

Company Secretary / Head of Finance

For Suri & Co.,
Chartered Accountants
C S Sathyanarayanan
Partner (M.NO: 028328)

For K S G Subramanyam & Co.,
Chartered Accountants

K Baskaran

Partner (M.NO: 022883)

Coimbatore, 14th June, 2007
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Schedules Annexed to the Accounts

Schedule 1 - Share Capital

Authorised
9000000 Equity Shares of Rs.10 each
(Previous Year 6000000 shares)

Issued, Subscribed & Paidup
6950000 Equity Shares of Rs.10 each
(Previous Year 5450000 shares)

31.03.2007 31.03.2006
Rs. Lacs Rs. Lacs
900.00 600.00
695.00 545.00

Note: a) 2625000 equity shares of Rs.10 each have been issued as fully paid-up bonus shares by capitalisation

of reserves

b) 550000 equity shares of Rs. 10 each were bought back in July 02

¢) 1500000 Equity shares of Rs.10 were issued during the year consequent to merger of Meridian

Industries Ltd with the Company

Schedule 2 - Reserves and Surplus

Ason Addition Withdrawal As on Ason

01.04.06 | 1] | Il 31.03.07 31.03.06

Capital Reserve 48.19 - - - - 48.19 48.19
Share Premium 2350.00 - 178.93 - #316.47 2212.46 2350.00
General Reserve 8032.74 1500.00 1061.27 @ 254.78 - 10339.23 8032.74
Capital Investment Subsidy 23.71 - 5.00 - - 28.71 23.71
Surplus in Profit & Loss Account 390.23 1889.13 122.47 1906.56 - 495.27 390.23
Capital Redemption Reserve * 55.00 - 300.00 - - 355.00 55.00
10899.87 3389.13 1667.67 2161.34 316.47 13478.86 10899.87

Note:

a) Column | refers to additions/withdrawals during the year and Column Il Refers to Additions/withdrawals

consequent to merger of Meridian Industries

Limited

b) * An amount of Rs.55 lacs was transferred to capital redemption reserve consequent to

Buyback of 550000 equity shares in July 2002

# Refer Note No.1 (b) in the Notes forming part of Accounts
@ Refer Note No.25 in the Notes forming part of Accounts

Schedule 3 - Secured Loans

A) Term Loans from Banks
1) In Rupee
2) In Foreign Currency

B) Working Capital Facilities from Banks

1) In Rupee
2) In Foreign Currency

9984.47 8442.00
6053.64 -
1099.79 1148.09
2033.16 -
19171.06 9590.09

19




(i

PRECOT
MERIDIAN Schedules Annexed to the Accounts
Schedule 4 - Unsecured Loans 31.03.2007  31.03.2006
Rs. Lacs Rs. Lacs
From Others
Sales tax Deferral Loan 280.71 --
280.71 -
Schedule - 5 Fixed Assets (Rs. In Lacs)
Gross Block Depreciation Net Block
Ason Additions Sales/  Total Cost Upto  Fortheyear  Withdrawals Upto  Ason Ason
01.04.2006 Transfers Ason 31.03.2006 during 31.03.2007 31.03.2007 31.03.2006
Duringthe ~ 31.03.2007 ' I the year
A.Tangible Assets Year
Land 39930 1820 3303 450.53 45053 399.30
Buildings 2605.84 144245 1088.07 5136.36 59843 11865 27330 990.38 414598  2007.41
Plant & Machinery 2584692 544787 558385 14330 3673534 1521713 2219.03 273459 55.23 2011552 16619.82  10629.79
Office Furniture %.13 2935 2014 145,62 3157 713 1089 55.59 90.03 58.56
Motor Vehicles 18323 B8R 316 387 254,84 3146 23.00 8.45 2.66 66.25 18858 14517
2013142 697619 676225 14747 4272269 1589059 2367.81 3027.23 5189 2122774 2149495 1324083
B.Intangible Assets
ERP Expenditure &
Softwares * 233.80 4,60 - 23840 9352 46.76 - 140.28 98.12 140.28
Total 29365.22  6980.79 676225 14747 4296109  15084.11 241457 30271.23 57.89  21368.02 2159307 1338L1L
Capital WIP 469.93  1197.32 044 469.10 1198.59 - - - - 1198.59 469.93
Grand Total 29835.15 817811 676269 61627 4415968  15984.11 241457 3027.23 5789  21368.02 2279166 1385104

Note: Column | Refers to Additions during/Depreciation for the year and Column Il refers to Transfer of Assets/
Accumulated Depreciation consequent to merger of Meridian Industries Limited
* 1/5th of the intangible asset value amortised during the year.

Schedule 6 - Investments (Long Term)

Face Quantity as on Book Value as on

Particulars Value
31.03.2007  31.03.2006  31.03.2007 31.03.2006
Rs. in Nos. in Nos. Rs.Lacs Rs.Lacs
A.Equity Shares (Fully paid up)

Trade Quoted
Lakshmi Synthetic Machinery
Manufacturers Ltd 10 30000 30000 - (b) 3.00
Non Trade Quoted
Pricol Limited 1 5462250 5462250 197.47 197.47
Trade Unquoted
Vantex Limited 10 100000 100000 19.00 19.00
A.P.Gas Power Corporation Limited 10 1206000 1206000 1964.87 1964.87
OPG Energy Pvt Ltd 10 340000 - 34.00 -

20




(i

PRECOT
MERIDIAN Schedules Annexed to the Accounts

Schedule 6 - Investments (Long Term) (Contd...)

Face Quantity as on Book Value as on
Particulars Value
31.03.2007  31.03.2006  31.03.2007 31.03.2006
Rs. in Nos. in Nos. Rs.Lacs Rs.Lacs
Non Trade Unquoted
Precot Mills Employees Cooperative - 10 100 100 0.01 0.01
- Credit Society
Precot Mills Multi purpose stores 10 100 100 0.01 0.01
Super Farm Products Limited 100 - 6000 - 6.00
Subsidiaries
Multiflora Processing (Cbe) Limited 10 250000 250000 25.00 25.00
Suprem Textiles Processing Limited 100 100000 100000 100.00 100.00
Precot Spintex Limited 100 5000 5000 5.00 5.00
Benwood Corporation Sdn Bhd (@) 500000 150000 41.60 20.80
B.Preference Shares
(Fully paid up, valued at cost)
Terra Agro Technologies Limited 10 - 500000 - (c) 50.00
(14% Cummulative Non Convertible)
Terra Agro Technologies Limited 10 - 250000 - (c) 25.00
(12.5% Cummulative Non Convertible)
C. Investment in Partnership Firm 9.90 9.90
D. Investment in Debentures
7% optionally covertible debentures - 100 - 400000 - 400.00

Meridian Industries Ltd

2396.86 2826.06

Quoted investments - Cost 197.47 200.47
- Market Value 1794.35 2154.86
Unquoted investment - Cost 2199.39 2625.59

(a) Malaysian Co, Face Value of each share - RM 1 each.

(b) Represents diminution in value adjusted as explained in Note No.1 (b) in Notes on Accounts

(c) Represents diminution in Value consequent to redemption adjustment as explained in Note No.1(b)
in Notes on Accounts

31.03.2007  31.03.2006

Rs. Lacs Rs. Lacs
Schedule 7 - Current Assets, Loans & Advances
A.Current Assets:
Inventories-At Lower Of Cost& Estimated Net Realisable Value.
(As valued and certified by Management)
Raw materials 5294.01 3999.14
Stock-in-process 1369.60 816.03
Waste Cotton 37.92 15.51
Finished Goods 1011.02 618.30
Stock of Stores 404.19 259.13
8116.74 5708.11
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Schedule 7 - Current Assets, Loans & Advances (Contd..) 31.03.2007  31.03.2006
Rs. Lacs Rs. Lacs

Sundry Debtors
Unsecured and considered good

Outstanding for a period exceeding six months 24.47 34.24
Other debts 1855.83 1070.52
1880.30 1104.76

Cash and Balances with Scheduled Banks
Balances with scheduled Banks

In Current Account 433.99 871.94
In Term Deposits - 111.00
In Unpaid Dividend Account 33.55 19.80
Cash, Cheques and Stamps on hand 15.92 34.46

483.46 1037.20

Other Current Assets
Income accrued and receivable 494.20 368.10
494.20 368.10

B.Loans and Advances
Unsecured, considered good recoverable in cash orin
kind or for value to be received:

Prepaid Expenses 56.00 36.86
Other Deposits 311.61 221.91
Balance Recoverable from Goverment authorities 8.43 9.91
Tax payment pending adjustments 1273.26 796.51
Advance to others /suppliers 244519 1216.64
Deposits with Government Authorities 155.25 199.30

4249.74 2481.13

Schedule 8 - Current Liabilites and Provisions

A.Current Liabilities

Sundry Creditors * 2571.83 3498.64
Interest accrued and due 0.23 4.02
Trade Deposits 54.33 51.83

Investor Education & Protection Fund items not due
a)Unclaimed dividends 33.55 19.80
b)Matured unclaimed Fixed Deposits 1.94 1.64

B.Provisions

Provision for Taxation 1148.09 594.00
Provision for Gratuity & Super annuation 38.32 9.32
Proposed Dividend 347.50 327.00
Tax on Dividend 59.06 45.86
4254.85 4552.11

* (Refer Note No. 16)

Schedule 9 - Miscellaneous Expenditure
(To the extent not written off or adjusted)

Deferred Voluntary Retirement Compensation

as per last balance sheet 267.42 250.47
Add :Additions during the year - 16.95
Less:Written off during the year 16.95 -
Adjusted against share premium 250.47 -
(Refer Note No.1(b) in Notes of Accounts) - 267.42
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Schedule 10 - Sales 31.03.2007
Rs. Lacs
Gross Sales Domestic - Yarn 20002.36
- Fabric 4946.47
- Garment 46.53
- Wind Energy 35.56
- Processing Charges Receipt 651.74
25682.66
Direct Exports -Yarn 7453.36
- Fabric 14.86 7468.22
33150.88
Schedule 11 - Other Income S
Income from Trade Investments
Dividends from subsidiaries 8.01
Dividends from other than subsidiaries 8.90
Income from Non-Trade Investments
Dividends from other than subsidiaries 54.62
Profit on Sale of Investments 31.85
Profit On Sale of Assets (net) -
Foreign Exchange Gains 223.26
Lease Rental Receipts -
Rent Receipts 11.81
Agricultural Income 6.89
Insurance Claim Receipts 1.92
Scrap-sales 71.33
Waste Packing Receipts 15.47
Miscellaneous Income 64.04
498.10
Schedule 12 - Finished Goods - Stock Differential -
Stock at Closing 1011.02
Less: Stock at Opening 618.30
392.72
Schedule 13 - Raw Materials
Opening Stock
Raw Material 3999.14
Stock in Process 816.03
Waste Cotton 15.51
4830.68
Add : Purchases 17754.17
Less : Sale of Waste 409.87
17344.30
22174.98
Less: Closing Stock
Raw Material 5294.01
Stock in Process 1369.60
Waste Cotton 37.92
6701.53
15473.45

31.03.2006

Rs. Lacs
15302.22
3445.23
64.68
98.60
1021.07

19931.80
3014.80

45.18 3059.98

22991.78

1.00

69.44

285.14

70.16

30.87

67.17

7.53

6.54

5.11

60.43

16.96

80.46

700.81

618.30

534.63

83.67
2633.36
800.32
22.71

3456.39
11232.35
208.78

11023.57

14479.96
3999.14
816.03
15.51

4830.68

9649.28
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Schedule 14 - Salaries and Wages

Salaries, Wages and Bonus
Contribution to Provident Fund & ESI
Gratuity & Superannuation Fund
Welfare expenses

Managing Director's remuneration
Directors' remuneration

Schedule 15 - Repairs and Maintenance

Building
Machinery
Others

Schedule 16 - Selling Expenses

Yarn Brokerage and Commission
Export-Freight and handling & Commission
Transport charges from Mills to Depots
Quality / Delivery claims

Fabric / Garment Selling Expenses

Other selling expenses

Schedule 17 - Administrative Expenses

Insurance

Postage & Telegram
Printing & Stationery
Travelling Expenses

Taxes & Licence
Professional Charges
Directors' sitting fees
Books,Periodicals and Subscriptions
Establishment Charges

ISO Expenses

Rent

Security Charges
Advertisement Charges
Agricultural Expenses

Loss on sale of Assets (Net)
Others

Schedule 18 - Interest and Finance Charges

Fixed Loans

Others

Bank Charges and Commissions
Less : Interest receipts

31.03.2007 31.03.2006
Rs. Lacs Rs. Lacs
2332.23 1861.61
201.60 172.58
22.88 49.20
125.60 108.62
92.78 62.59
65.81 63.63
2840.90 2318.23
145.21 229.40
1577.96 1224.04
124.42 126.33
1847.59 1579.77
490.23 324.41
372.33 206.69
267.66 212.96
101.75 18.63
51.10 76.21
117.56 145.18
1400.63 984.08
51.77 69.56
39.07 34.69
45.46 32.12
104.85 74.19
29.76 23.44
67.80 65.45
3.30 4.15
13.51 4.53
91.53 77.68
11.41 11.38
9.70 3.67
25.19 13.29
12.43 10.50
5.22 4.96
3.25 -
120.41 39.96
634.64 469.57
605.27 340.37
282.26 137.96
56.32 34.43
29.30 333.27
914.55 179.49
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1.  Meridian Industries Limited (MIL), an unlisted company of the group was merged with the company with effect
from 1* April, 2006. The Merger and the Scheme of Amalgamation was approved by the High Court of Madras
vide its order dated 30" August 2006 and 1% September 2006. In accordance with the scheme of amalgamation,
the following adjustments have been made in the accounts apart from the routine consequential
adjustments:

a) 15 lac shares have been issued as fully paid up to the shareholders of MIL as consideration, in the ratio
of one share for every two shares held by them.

b) The unadjusted Miscellaneous Expenditure (Rs.250.47 lacs) and diminution in the value of investments of
the company (Rs. 66 lacs) as at 01.04.05 have been adjusted against the balance in the share premium
Account.

In view of the effective date of merger being 01.04.06, the figures for the previous year relate to the stand alone
Precot Mills Limited. (as the Company was known then) Hence to this extent the figures of the current year
representing the merged entity are not comparable with that of the previous year.

2. Security for Borrowings:

a. Term Loans from banks are secured by an equitable mortgage by way of paripassu first charge on all the
immovable properties of the company and mortgage of Plantand machinery.

b. Working Capital facilities from the banks are secured by pari passu first charge on Current Assets and
second charge onimmovable properties.

3. Income Tax assessments have been completed upto Assessment Year 2004-2005. Certain demands relating
to earlier years have been disputed by the company before the appellate authorities. In view of the nature of
disputes, no provision for taxation is considered necessary in respect of these demands.

31.03.2007 31.03.2006
Rs. Lacs Rs. Lacs
4.  Estimated amount of contracts remaining to be
executed on capital account and not provided for 241.62 1347.94
5. Amounts outstanding on account of Letters Of Credit opened 462.95 1084.48
6.  Contingent liabilities in respect of Bills discounted 1085.53 477.09
Guarantees 444.74 200.01
Export Obligation under EPCG Scheme 25472.92 24752.16
(The Export Obligations are to be fulfilled over a period of 8 years
from the date of import of capital goods)
7. Disputed Statutory Liabilities not provided for 310.12 147.22
8 (a) Computation of Net Profit for ascertaining the commission
payable to the Managing Director and Directors.
Net Profit as per P&L Account 2523.01 2122.10
Add :
Managing Directors Remuneration 92.78 62.59
Directors Remuneration 65.81 63.63
Sitting Fees 3.30 4.15
161.89 130.37
2684.90 2252.47
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31.03.2007 31.03.2006
Less: Rs. Lacs Rs. Lacs
Capital profit on sale of assets - 41.69
Profit on sale of Investments 31.85 31.85 285.14 326.83
2653.05 1925.64
Maximum Remuneration Payable to Directors 10% of the above 265.31 192.56
%
Commission - Managing Director 2.50 66.32 48.14
Executive Director 0.75 (Restricted to) 7.50 7.50
Director Operations 0.75 (Restricted to) 7.50 7.50
President 0.75 (Restricted to) 7.50 7.50
88.82 70.64
(b) Remuneration to Managing Director
i) Salaries, Allowances etc 16.64 9.37
if) Contribution to Super annuation and Provident Funds 3.21 2.92
iii) Medical benefits and reimbursement of other expenses 6.61 2.16
iv) Commission to Managing Director 66.32 48.14
92.78 62.59
(¢) Remuneration to Whole time Directors:
i) Salaries, Allowances etc 29.84 29.8
i) Contribution to Super annuation and Provident Funds 5.15 4.89
iii) Medical benefits and reimbursement of other expenses 8.32 6.44
iv) Commission to Directors 22.50 22.50
65.81 63.63
(d) Sundry Creditors includes a sum of Rs.88.82 Lacs payable to Directors. (Previous year Rs.70.64 lakhs)
9 Earnings in Foreign Exchange - Export of Goods - FOB Value 7351.31 3000.34
10 Expenditure in Foreign Currency (Payment Basis)
CIF Value of Imports:
a) Raw Materials 658.50 361.18
b) Components and Spares 544.01 225.02
c) Capital Goods 1940.09 957.46
d) Export Commission 125.28 59.27
e) Travelling Expenses 7.28 9.55
f) Quality Claim 5.20 4.77
g) Interest 207.97 19.88
3488.33 _1637.13
11 Administrative Expenses -
Others includes Auditors' remuneration as under:
i) Statutory Audit 3.00 2.25
Service Tax thereon 0.37 0.28
i) Tax Audit 0.72 0.47
iii) Certification and Other Services 0.59 0.33
iv) Reimbursement of expenses 0.22 0.26
4.90 _3.59
12 Licensed and installed capacity and actual production.
a) Licensed Capaity-Not applicable since the industry is delicensed
b) Installed Capacity
Spindles Nos 191808 125376
Rotors Nos 1536 1344
Looms Nos 117 88
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31.03.2007 31.03.2006
Qty Value Qty Value
In Lacs In Lacs
c Yarn (Kgs)
Opening Stock 3.23 485.58 3.98 409.41
Production 250.05 157.74
Sales 233.80  27455.72 149.24  18317.02
Captive Consumption 11.71 9.25
Closing Stock 7.77 931.74 3.23 485.58
d Fabrics (Mtrs)
Opening Stock 1.70 118.36 1.86 118.61
Production 55.67 42.16
Sales 54.84 4961.33 41.17  3490.41
Captive Consumption 1.46 1.15
Closing Stock 1.07 74.65 1.70 118.36
e Garments (Nos.)
Opening Stock 8159 14.36 4696 6.61
Production 13838 27447
Closing Stock 2316 4.63 8159 14.36
f Waste (Kgs)
Opening Stock 0.62 15.51 1.05 22.71
Production 82.62 75.65
Sales 26.90 409.87 18.88 208.78
Captive Consumption 54.54 57.20
Closing Stock 1.80 37.92 0.62 1551
g Wind Energy(Units)
Production 195.74 104.49
Own Consumption 181.52 65.06
Sales 14.22 35.56 39.43 98.60
13 Consumption Value % of Cons- Value % of Cons-
Raw Materials Rs. Lacs umption Rs. Lacs umption
a) Imported 517.71 3.35 339.72 3.52
Indigenous 14955.73 96.65 9309.56 96.48
15473.45 100.00 9649.28 100.00
b) Stores & Spares
Imported 285.32 20.05 1.84 0.17
Indigenous 1137.44 79.95 1056.96 99.83
1422.76 100.00 1058.80 100.00
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14 Particulars regarding investment in the capital of a Partnership Firm

15

Name of the Firm :  Suprem Associates

Name of the Partners Capital
Contribution

Rs. Lacs

Precot Meridian Ltd 9.9
Suprem Textile Processing Ltd 0.1
10.0

31.03.2007 31.03.2006
Sharing Capital Sharing
Ratio  Contribution Ratio

% Rs. Lacs %

99 9.9 99

1 0.1 1

100 10.0 100

a ) Investments in companies under the same Management as per the erstwhile Section 370 ( 1B ).

Meridian Industries Ltd
Super Farm Products Ltd
Benwood Corporation Sdn Bhd

b) Movement of Investments during the year.

Lakshmi Synthetic Machinery Manufacturers Ltd
Pricol Ltd

Vantex Ltd

A.P.Gas Power Corporation Ltd

Terra Agro Technologies Ltd (14% cum non cov)
Terra Agro Technologies Ltd (12.5% cum non cov)
Super Farm Products Ltd

Suprem Textiles Processing Ltd

Multiflora Processing (CBE) Ltd

Precot Spintex Ltd

Benwood Corporation Sdn Bhd

Suprem Associates

Meridian Industries Ltd

OPG Energy Pvt Ltd

Others

Total

- 400.00

- 6.00

41.60 20.80

Rs. lacs

Opening Additions  Sold Deletions Closing
3.00 - - 3.00 -
197.47 - - - 197.47
19.00 - - - 19.00
1964.87 - - - 1964.87
50.00 - - 50.00 --
25.00 - - 25.00 --
6.00 - 6.00 - --
100.00 - - - 100.00
25.00 - - - 25.00
5.00 - - - 5.00
20.80 20.80 - - 41.60
9.90 - - - 9.90
400.00 - - 400.00 -
- 34.00 - - 34.00

0.02 - - - 0.02
2826.06 54.80 6.00 478.00 2396.86

Additions and deletions are consequent to merger of Meridian Industries Ltd as per the scheme of
Amalgamation approved by the Hon'ble High Court of Madras

¢) Investments in Mutual Funds

Mutual Fund Units purchased and redeemed during
Sundaram BNP Paribas Money Fund

HSBC Mutual Fund

Birla Cash Plus Fund

UTI Liquid Cash Plus Fund

UTI Money Market Fund

the year

Face
Value
10

10

10
1000

10

Units In
lacs
94.25
64.06
100.35
0.32

47.19

Cost Rs.
In Lacs
973.39
640.00

1004.00
320.00

826.00
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16  None of the persons selling goods and materials and / or rendering services have claimed themselves to be a
Small Scale Industrial undertaking.
31.03.2007 31.03.2006
17 Earnings Per Share
a) Net Profit available for Equity Shareholders (A) (Rs. lacs) 1889.13 1502.16
b) Weighted Average number of equity shares (B) (in lacs) 69.50 54.50
¢) Basic and Diluted Earnings per Share (A)/(B) (in Rs.) 27.18 27.56
d) Face Value per share (in Rs) 10.00 10.00
18  The Deferred Tax Libility as at 31st March 2007 comprise of the following
a. Deferred Tax Liability on account of:
Rs. Lacs Rs. Lacs
(i) Related to Fixed Assets 2622.17 2098.03
2622.17 2098.03
b. Deferred Tax Asset on account of :
(i) Capital Loss 56.34 41.28
(il) Bonus and VRS 20.33 -
(iii) Gratuity and Others 13.02 -
o 89.69 41.28
Net Liability 2532.48 2056.75
19  Profit on sale of assets amounting to Rs.5.76 lacs has been netted against the Loss on sale of assets
20  Previous year's figures have been regrouped/reclassified wherever necessary to confirm to current year's classification.
21  The company operates in one primary segment, viz, Textiles.
22 The Company has opted out of levy of Excise duty from July 2004
23 Voluntary retirement compensation paid amounting to Rs.39.97 lacs has been written off during the year
24 Borrowing costs capitalised during the year Rs.78.99 lacs
25  The Company has adopted the Revised Accounting Standard 15 in respect of defined benefit plan(Gratuity)

w.e.f. 01.04.2006. The transitional liability consequent thereto has been adjusted against General Reserve.

a) Description of the company's defined benefit plan:

The company operates a defined benefit plan for payment of post employment benefits in the form of gratuity.
Benefits under the plan are based on pay and years of service and are vested on completion of five years of
service, as provided for in the Payment of Gratuity Act, 1972. The terms of the benefits are common for all the
employees of the company.

b) Reconciliation in respect of the changes in the Present value of the obligation:

Particulars Rs (Lacs) Rs (Lacs)
Present Value of the obligation as on 01.04.06 518.25
Add:

Current service cost 27.97

Interest cost 40.76

Actuarial gains and losses (39.15)

Benefits paid (17.55) 12.03
Present value of the obligation as on 31.03.07 530.28

The liability of the company as on 31.03.07 has been funded to the extent of Rs.491.96 lacs.
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c¢) Reconciliation in respect of the changes in the fair value of Plan assets:

Particulars Rs (Lacs) Rs (Lacs)
Fair Value of plan assets as on 1.04.06 260.10
Add:

Expected rate of return 29.46

Actuarial gains and losses (14.05)

Contributions by employer 234.00

Benefits paid (17.55) 231.86
Fair value of plan assets as on 31.03.07 491.96

No reimbursement rights were available as at the beginning or end of the year for recognition as an asset.

d) The total expense recognised in the profit and loss is as follows:

Particulars Rs (Lacs)
Current service cost 27.97
Interest cost 40.76
Expected return on plan assets (29.47)
Actuarial gains and losses (25.10)
Amount recognised in the profit and loss account 14.16

The expense has been included under the head “contribution for gratuity” under “Employee cost” in

the profit and loss account

e) The major category of plan assets as percentage of total plan assets are as follows:

by the company

Particulars % to the total Rs (Lacs)
Investments in of HDFC Std Life Group Unit Linked Plan 96% 474.49
Amounts held in current account with bank 4% 17.47

Investment in company's own financial instruments
Investment in property or other assets used

f) Principal actuarial assumptions used as at the balance sheet date:

Particulars

As of 31.03.07

Discount rate
Expected rate of return on plan assets

Average future working life (Years)

8%

8%

15

The estimates of future salary increases, considered in actuarial valuation, take account of inflation,
seniority, promotion and other relevant factors such as supply and demand in the employment market.

The return has been taken at 8% being the current bond rate.
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g) Particulars for the current annual period ending 31.03.07

Particulars Current annual
period ending
on 31.03.07
Present value of the defined benefit obligation 530.28
Fair value of plan assets 491.96
Deficit in plan assets (38.32)
Liability recognised as on 31.03.07 38.32
The experience adjustments arising on the plan
liabilities as an amount 22.95
The experience adjustments arising on the plan
assets as an amount (14.05)
Company's best estimate of contributions to be paid
to the plan for the year 2007-08 50.00

26 Related Party Disclousure :
List of related parties with whom transactions have taken place

Holding Co : Nil, Subsidiary Co : Suprem Textiles Processing Ltd, Multiflora Processing (CBE) Ltd, Precot Spintex Ltd,

Benwood Corporation Sdn Bhd (Associate Co during 05-06, Subsidi
Mr D Sarath Chandran, Mr Ashwin Chandran, Mr A Ramkrishna Mr

ary during 06-07), Key Mgt Personnel :
P Sai Prakash, Mr Prashanth Chandran,

Others : Suprem Associates, Associate Company Meridian Industries Ltd (for the yr 05-06)

Rs. Lacs
2006-07 2005-06
Nature of Transaction Subsidiary  Key Mgt Associate Others Subsidiary ~Key Mgt Associate Others
Co Personnel Co Co Personnel Co
Lease Rental / Deposit - 75.49 - - 67.17 7454
Wind Energy Income 35.56 30.22 - 68.37 -
Cotton Waste Purchase - - - 49.14 -
Processing Charges Receipt 644.36 1014.26 - 9.51 -
Processing Charges Payment 280.6 233.96 - - -
Sale of Yarn 493.56 - - 355.17 -
Commission on Exports 20.64 - - 14.72 -
Dividend Recd 8.01 - - - 6.28 -
Remuneration - 160.63 - - 12622 -
Amount Outstanding as at year end - Dr 213.82 - 75.49 281.99 0.32 178.46
Amount Outstanding as at year end - Cr 3241 - - 70.64 - -
Provision for Doubtful Debts / .
Write Backs / Write Off Nil
As per our report of even date attached
For Suri & Co., For K S G Subramanyam & Co., D Sarath Chandran
Chartered Accountants Chartered Accountants Chairman & Managing Director
C S Sathyanarayanan K Baskaran Ashwin Chandran
Partner (M.NO: 028328) Partner (M.NO: 022883) Director Operations

Coimbatore, 14th June, 2007

G Manikandan
Company Secretary / Head of Finance
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BALANCE SHEET ABSTRACT AND COMPANY'S GENERAL BUSINESS PROFILE
I Registration Details

Registration No. 1183 State Code 18
Balance Sheet Date 31.03.2007
Il Capital Raised during the year (Amount in Rs Thousands)
Public Issue NIL Rights Issue NIL
Bonus Issue NIL Private Placement NIL
Il Position of Mobilisation and Deployment of Funds(Amount in Rs Thousands)
Total Liabilities 3615811 Total Assets 3615811
Sources of Funds
Paid-up Capital 69500 Reserves & Surplus 1601134
Secured Loans 1917106 Unsecured Loans 28071
Application Funds
Net Fixed Assets 2279166 Investments 239686
Net Current Assets 1096959 Misc. Expenditure NIL
Accumalated Losses : NIL
IV Performance of Company(Amoum in Rs Thousands)
Total Income 3404170 Total Expenditure 3151869
Profit Before Tax 252301 Profit After Tax 188913
Earnings Per Share 27.18 Dividend % 50%
V  Generic Names of Three Prmupal Products/ Services of Company (as per monetary terms)
Item Code No. (ITC Code) Major Product Description
5205.11 Cotton Yarn
5207.39 Processed Fabrics
5508.10 Polyster Sewing Thread
As per our report of even date attached
For Suri & Co., For K S G Subramanyam & Co., D Sarath Chandran

Chairman & Managing Director
Ashwin Chandran

Director Operations

G Manikandan

Company Secretary / Head of Finance

Chartered Accountants
K Baskaran
Partner (M.NO: 022883)

Chartered Accountants
C S Sathyanarayanan
Partner (M.NO: 028328)

Coimbatore, 14th June, 2007

Statement Pursuant to Section 212 of the Companies Act, 1956

1 Name of Subsidiary Suprem Textiles Multiflora Precot Benwood
Processing Processing (CBE) Spintex Corporation

Limited Limited Limited Sdn Bhd
2 Financial year ending 31.3.2007 31.3.2007 31.3.2007 31.12.2006

No.of Shares(fully paid up) held 100000 Equity 250000 Equity 50000 Equity 500000 Ordinary

by the Company on the above dates Shares of Shares of Shares of Shares of
Rs 100 each Rs 10 each Rs 10 each RM 1 each
4 Extent of Holding Company's Interest 100% 100% 100% 100%
5 Net aggregate amount of Subsidiary's
Profit/(Losses) (Rs in lacs)
a) not dealt with in the accounts of the Company
i. for the year ended 31st March, 2007 (66007) 133280 (5056) 2907304
ii.for the previous financial year 274534 238131 106772 4446033

b) dealt with in the accounts of the Company
i. for the year ended 31st March, 2007

ii.for the previous financial year
Notes:

a) There has been no change in the Holding company's interest in the Subsidiary between the end of the financial year of the Subsidiary and the end of
the financial year of the Holding Company

b) No material changes have occurred between the end of the financial year of the Subsidiary and the Holding Company's financial year in respect of
the Subsidiary's (i) fixed assets, (ii) investments, (iii) moneys lent and (iv) moneys borrowed for any purpose other than that of meeting current
liabilities.

D Sarath Chandran

Chairman & Managing Director

Ashwin Chandran
Director Operations

G Manikandan
Company Secretary / Head of Finance
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31.03.2007 31.03.2006
A. Cash flow from operating activities Rs. Lacs Rs. Lacs
Net profit before tax and extraordinary items 2523.01 2122.10
Adjustment for:
Depreciation 2414.57 1862.97
(Profit)/loss on sale of assets 3.25 (70.16)
Investment income - dividend (71.53) (70.44)
Interest income (29.30) (333.27)
VRS written off during the year 16.95 -
Lease rental receipts - (67.17)
Agricultural( income)/expenses (1.67) (1.58)
(Profit)/loss on sale of investments (31.85) (285.14)
Interest payments 943.85 512.77
3244.27 1547.98
Operating profit before working capital changes 5767.28 3670.08
Adjustments for:
Trade receivables (497.56) 288.40
Other receivables (1001.54) (495.11)
Inventories (949.16) (1431.17)
Trade payables (1577.41) 2,226.24
(4025.68) 588.36
Cash generated from operations 1741.60 4258.44
Direct taxes paid (493.85) (30.35)
1247.75 4228.09

Extra-ordinary items:

VRS payments - (16.95)

Net cash flow from operating activities 1247.75 4211.14
B.Cash flow from investing activities:-

Purchase of fixed assets (7709.01) (2906.83)

Capital working progress 86.03 213.14

Sale of investments 49.84 544.00

Interest received 29.30 333.27

Dividend received 71.53 70.44

Lease rental received - 67.17

Agricultural income/(expenditure) 1.67 1.60

Net cash flow from investing activities (7470.64) (1677.21)
C. Cash flow from financing activites:- - —

Dividends paid (504.18) (217.53)

Interest paid (947.64) (512.91)

Proceeds from long term borrowings 6090.28 (427.50)

Proceeds from unsecured loan/deposits 16.83 (1.88)

Proceeds from working capital borrowings 997.20 (793.64)

Net cash flow from financing activities o 5652.49 - (1953.46)

Net increase/(decrease) in cash and (570.40) 580.47

Cash equivalent

Cash and cash equivalents as at 1.4.2006

And 1.4.2005 (opening balance) *1053.86 456.73

Cash and cash equivalents as at 31.03.2007

And 31.3.2006 (closing balance) 483.46 1037.20
Note : * includes opening cash balance of Meridian Industries Limited
As per our report of even date attached
For Suri & Co., For K’ S G Subramanyam & Co., D Sarath Chandran
Chartered Accountants Chartered Accountants Chairman & Managing Director
C S Sathyanarayanan K Baskaran Ashwin Chandran
Partner (M.NO: 028328) Partner (M.NO: 022883) Director Operations

G Manikandan

Coimbatore, 14th June, 2007 Company Secretary / Head of Finance
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PRECOT
MERIDIAN

Auditors' Report

We have audited the attached Balance Sheet of Precot
Meridian Limited, Coimbatore, as at 31° March, 2007
and also the Profit and Loss Account for the year ended
on that date annexed thereto and the cash flow
statement for the period 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
onour audit.

We conducted our audit in accordance with auditing
standards generally accepted in India. These
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 the management, as well as evaluating the
over all 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 issued by the Central Government of India in
terms of subsection (4A) of section 227 of the
Companies Act, 1956, we enclose in the Annexure a
statement on the matters specified in paragraph 4 and 5
of the said Order.

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

1) 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.

2) 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.

3) The Balance Sheet and the Profit and Loss Account
dealt with by this report are in agreement with the

books of account.

4) 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.

On the basis of the written representation received
from the Directors, as on 31* March, 2007 and taken
on record by the Board of Directors, we report that
none of the Directors is disqualified as on 31%
March, 2007 from being appointed as a Director in
terms of Clause (g) of Sub-section (1) of Section
274 of the Companies Act, 1956.

5)

6) Inouropinion and to the best of our information, and
according to the explanations given to us, the said
financial statements, give the information required
by the Companies Act, 1956, in the manner so
required and present a true and fair view in
conformity with the accounting principles generally
acceptedin India:

a. Inthe case of the Balance Sheet, of the state of

affairs of the Comgan /as at 31* March 2007;

b. Inthe 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.

Annexure to Auditors' Report

1l.a.The company has maintained proper records
showing full particulars, including quantitative
details and situation of fixed assets.

b. The assets have been physically verified by the
management in accordance with a phased
programme of verification which in our opinion is
reasonable having regard to the size of the
company and the nature of its business. The
frequency of verification is reasonable and the
discrepancies noticed on such physical verification
were not material and have been properly dealt with
inthe books of account.

c. The company has not disposed off a substantial part
of its fixed assets during the year and the going
concern assumption of the company is not affected.

2.a.The inventory has been physically verified during
the year by the management. In our opinion, the
frequency of verification is reasonable.

b. The procedures of physical verification of inventory
followed by the management are reasonable and
adequate in relation to the size of the company and
the nature of its business.

c. The company has maintained proper records of
inventory and the discrepancies noticed on physical
verification as compared to book records were not
material and have been appropriately dealt with in
the books of account.

3.a.The company has not, during the year, taken any
loans, secured or unsecured from companies, firms
or other parties covered in the register maintained
under section 301 of the Companies Act.

b. The company has not, during the year, granted any
loans, secured or unsecured to companies, firms or
other parties covered in the register maintained
under section 301 of the Companies Act. In respect
of loans already granted by the company to a
partnership firm in which the company is a partner,
the loans are interest free and are repayable on
demand.

4. There are adequate internal control systems
commensurate with the size of the company and the
nature of its business, for the purchase of
inventory and fixed assets and for the sale of goods
and services. During the course of our audit, we
have not observed any major weaknesses in
internal control system.
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MERIDIAN

Auditors' Report

5.a.The particulars of contracts or arrangements

10.

9.a.

referred to in section 301 of the Companies Act,
1956 have been entered in the register required to
be maintained under that section.

b.In our opinion and according to the information and
explanation given to us, the transactions made in
pursuance of contracts or arrangements entered in
the register maintained u/s 301 of the Companies
Act, 1956 and exceeding the value of rupees five
lacs in respect of any party during the year have
been made at prices which are reasonable having
regard to the prevailing market prices at the relevant
time.

The company has not taken or
deposits from the public during the year.

renewed any

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

We have broadly reviewed the books of account
maintained by the company pursuant to the Rules
made by the Central Government for the
maintenance of cost records u/s 209(1)(d) of the
Companies Act, 1956 and are of the opinion that
prima facie the prescribed accounts and records
have been made and maintained.

The company is regular in depositing with the
appropriate authorities undisputed statutory dues
including Provident Fund, Investor Education and
Protection Fund, Employees' State Insurance,
Income-tax, Sales-tax, Service Tax, Custom Duty,
Excise Duty, cess and any other statutory dues
applicable to it. According to the information and the
explanation given to us, no undisputed amounts
payable in respect of the above statutory dues were
in arrears, as at 31.03.2007, for a period of more
than six months from the date they became
payable.

11.

12.

13.

14.

15.

16.

17.

The company does not have any accumulated
losses as at 31.03.2007. The company has not
incurred cash losses during the financial year
covered by our audit and in the immediately
preceding financial year.

The company has not defaulted in
dues to financial Institutions or banks.

repayment of

The company has not granted any loans and
advances on the basis of security by way of pledge
of shares, debentures and other securities.

The company is not a chit fund or nidhi or mutual
benefit fund/ society and hence the provisions of
clause 4(xiii) of the Companies (Auditor's Report)
Order, 2003 are not applicable to the company.

The company is not dealing in or trading in shares,
securities, debentures and other investments and
hence the provisions of clause 4(xiv) of the
Companies (Auditor's Report) Order, 2003 are not
applicable to the company.

The terms and conditions, on which the Company
has given guarantees for loans taken by others from
Banks or Financial Institutions, are not prejudicial to
the interest of the Company.

The company has applied the term loans for the
purposes for which they were raised.

According to the information and the explanation
given to us and on an overall examination of the
source and application of the funds of the company,
we report that no funds raised on short-term basis
have been used for long- term investments by the
company.

The company has not made any preferential
allotment of shares to parties and companies
covered in the register maintained u/s 301 of the
Companies Act, 1956.

The company has notissued any debentures.

During the year, the company has not raised monies
by publicissue.

According to the information and the explanation
given to us and the books and records examined by
us, no fraud on or by the company has been noticed
or reported during the year.

18.
b.The details of disputed statutory dues are given below:
Name of the | Nature of| Financial | Amount Amount Forum where
Statute the dues |year of demand | paid dispute is pending
Rs.in Rs.in
Lacs Lacs
Service Tax Tax 2004-05, 3.23 NIL| Asst. Comm.(CE) 19
2005-06 :
Central Excise| Tax & 2006-07 28.19 4.38] Asst. Comm.(CE)
Interest | 2002-03, 10.10 10.10| Chief Comm.(CE) 20.
2006-07
2006-07 8.61 NIL | CESTAT
Sales Tax Tax 2001-02 0.41 NIL | APSTAT
-APGST 2002-03 0.59 NIL| D.C.C.T.(Appeals) 21
Sales Tax Tax 1998-99 3.81 3.81| Asst. Comm.(CE) :
-CST 2000-01, 9.22 9.22| APSTAT
2001-02
2002-03 6.96 NIL| D.C.C.T.(Appeals)
Income Tax Tax 2003-04 239.00 NIL| CIT (Appeals)
For Suri & Co.,
Chartered Accountants
Coimbatore C S Sathyanarayanan

14th June, 2007

Partner (M.NO: 028328)

For K S G Subramanyam & Co.,
Chartered Accountants

K Baskaran

Partner (M.NO: 022883)
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PRECOT :
MERIDIAN Consolidated Balance Sheet
As at As at
31.03.2007 31.03.2006
Rs.Lacs Rs.Lacs
Sources of Funds Schedule

Shareholders' Funds

Share Capital 1 695.00 545.00
Reserves & Surplus 2 13670.09 10890.18
Loan Funds
Secured Loans 3 19171.06 9590.09
Unsecured Loans 4 280.71 -
Deferred Tax Liability 2533.01 2056.75
Total Funds Employed 36349.87 23082.02
Application of Funds
Fixed Assets
Gross Block 5 43044.78 29475.50
Less:Depreciation 21419.32 16019.89
21625.46 13455.61
Capital Work-in-progress 1198.59 469.93
Net Block 22824.05 13925.54
Investments 6 2217.24 2885.92
Current Assets
a) Inventories 8336.80 5819.03
b) Sundry Debtors 2100.84 1206.18
c) Cash & Bank Balances 691.76 1138.14
d) Other Current Assets 494.40 368.09
Loans & Advances 7 4168.35 2218.32
15792.15 10749.76
Less: Current Liabilities & Provisions 8 4483.57 4746.62
Net Current Assets 11308.58 6003.14
Miscellaneous Expenditure 9 - 267.42
Total Funds Deployed 36349.87 23082.02

Schedules 1 to 9,Significant Accounting Policies and notes on Consolidated Accounts form part of this Balance Sheet.
As per our report of even date attached

For Suri & Co., For K S G Subramanyam & Co., D Sarath Chandran
Chartered Accountants Chartered Accountants Chairman & Managing Director
C S Sathyanarayanan K Baskaran Ashwin Chandran
Partner (M.NO: 028328) Partner (M.NO: 022883) Director Operations

G Manikandan
Coimbatore, 14th June, 2007 Company Secretary / Head of Finance
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MERIDIAN Consolidated Profit and Loss Account
Yea