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+ IN SERVICE OF THE NATION =

= MIDHANI

BEGINNING A NEW FUTURE
MIDHANI EMBARKS ON THF MODERNISATION PROGRAMME

Hon'ble Defence
Minister Shri A.K. Antony
laying the foundation
stone for the EXPANSION
and UPGRADATION of
Midhani and launching of
“ALCHEMY” ERP
program. Also seen are
Shri R.K.Singh, Secretary
Defence Production and
Shri M.Narayana Rao,
C&MD, Midhani.
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CHAIRMAN'S MESSAGE

It gives me immense pleasure in
presenting 36" Annual Report of MISHRA
DHATU NIGAM LIMITED for the year 2009-
10.

2. Itis pleasurable to note that MIDHANI's
journey, around in the last 36 years, has proved a
success for, as many programs of National
importance as possible, were extended supportin
critical materials which are virtually import
substitutes. The Company is presently committed to move forward
realizing all opportunities available to it, for better years of prosperity
and growth with improved performance.

3. Among major achievements made during the year, the prominent
were:

¢ Crystallizing and mustering required support from Govt. of India,
Ministry of Defence and ASL- DRDO, towards company's ambitious
[11 - Phase of Expansion plan i.e. establishment of Wide Plate Mill,
with an investment of around Rs. 350 Cr.

¢ Surpassing all critical milestones in Procurement of Major
Equipment under II - Phase of Modernisation & Up-gradation
Program, which has been taken up as a part of Company's Corporate
Plan-2020; and thereby reaching advanced stages of its
implementation.

¢ Witnessing, full year's successful performance of critical
equipment installed and commissioned during I - Phase of Up-
gradation & Modernisation program.

ANNUAL REPORT 2009-2010

¢ Achieving, once again, an “Excellent” and unprecedented
performance during the year 2009-'10 surpassing all its past
records.

4. Onmy behalf and on behalf of the Board of Directors, I would like to
place on record that the Company has achieved a CAGR (Compounded
Annual Growth Rate) of 24% over the last 5 years. MIDHANI's clear,
decisive and deliverable initiatives in the last few years towards
establishing synergetic linkage of internal expertise with usage of
quicker & cost effective facilities available outside, both in Public and

MIDHANI An IS0 9001:2000 Organisation



3 CHAIRMAN'S MESSAGE

Private Sector, has resulted in such an impressive performance. The
meticulous efforts made in recent days, in selection of type, nature and
design of critical equipment including the erection and commissioning
thereof, in synergy with home grown capabilities & expertise, have
resulted in producing quality material and timely deliveries. This would
enable MIDHANI to achieve a turnover level of Rs. 1,000 Cr. by 2015.
MIDHANI's constant efforts in identifying new materials and
technologies not only enhances customer’s present satisfaction further
but also create new markets/ avenues for its growth.

5: As a socially conscious corporate citizen, MIDHANI has been
adhering to good practices of "Corporate Governance', a detailed
report on the same is added as a part of Directors' Report.

6. MIDHANI human relations underlying objective is to develop and
create high quality human resources. Young scientists, engineers and
other technical staff were provided with good environment of creativity,
motivation with excellent perks and allowances. MIDHANI is
confident of realizing its "GROWTH" dream with improved vigor,
enthusiasm, hard work, ethics and team work.

I am confident that though the road towards future is challenging
but it is definitely existing and promising. The Company clearly
understands that the key to success in realizing the Modernisation
programs is in translating Company's rich experience gained over the
years by integrating the same with contemporary technologies. I am
extremely happy to convey to all MIDHANIANS that Govt. of India,
Ministry of Defence, expressed full support to MIDHANI in all its
endeavors of indigenization of critical materials required by all
strategic Sectors of our country.

8. To conclude, I acknowledge on my behalf and on behalf of Board of
Directors of MIDHANI that the improved performance year after year
was possible on account of relentless and dedicated efforts made by all
employees of the Company and the unstinted support, particularly from
Government of India, Ministry of Defence, major customers and all

concerned institutions and agencies.

(M. NARAYANA RAO)
CHAIRMAN & MANAGING DIRECTOR

ANNUAL REPORT 2009-2010
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NOTICE OF THE 36" ANNUAL GENERAL MEETING

Notice is hereby given that the 36" Annual General Meeting of
MISHRADHATU NIGAM LIMITED will be held at 1000 hours
on Wednesday, the 25" August, 2010 at the Registered Office of
the Company, P0O. Kanchanbagh, Hyderabad — 500 058, to
transact the following business:

ORDINARY BUSINESS:

ke To receive, consider and adopt the Audited Balance Sheet as at
31" March, 2010 and the Profit and Loss Account for the year

Tt To consider and if thought fit, to pass with or without
modifications, the following resolution as an “ORDINARY
RESOLUTION"

ended on that date and the reports of the Directors’ and the =
Auditors’ thereon. co\lj

o

o

2. To declare Dividend on Equity Shares for the year ended 31" o
March, 2010. E

g

SPECIALBUSINESS: ;&J
|

<

v

=

2

<

"RESOLVED THAT" the consent of the Members of the
Company be and is hereby accorded for transferring a sum of
Rs. 34.18 Cr. to the General Reserves of the Company”’

BY ORDER OF THE BOARD
FOR MISHRA DHATU NIGAM LIMITED

( PV.SUBBA RAO)
COMPANY SECRETARY
Place : Hyderabad,
Date :30.07.2010
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3 AGM'S NOTICE

NOTES:

I A Member entitled to attend and vote at the Meeting is entitled
to appoint a proxy to attend and vote instead of himself and the
proxy need not be a Member of the Company. The proxy form
duly completed must reach the Registered Office of the Company
at least forty eight hours before the commencement of the
Meeting.

ii. The Explanatory Statement in respect of the Special Business
under item No. 3 of the notice is annexed hereto.

iii. The documents referred to in the Notice and accompanying
Explanatory Statement are open for inspection at the
Registered Office of the Company on all working days between
1100 hours and 1700 hours upto the date of the Annual General
Meeting.

iv. A copy of the audited Balance Sheet as at 31st March, 2010,
and the Profit and Loss Account for the year ended on that date
along with all documents required to be annexed or attached
thereto along with NIL comments by C&AG of India under
Section 619 (4) of the Companies Act, 1956 and the reports of
the Directors’ and Auditors’ thereon, is enclosed.

ANNUAL REPORT 2009-2010

V. The dividend for the year 2009-2010 as and when declared to
the extent due will be paid to the shareholders whose names
appear in the register of members as on the date of annual
general meeting.
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AGM'S NOTICE $ o

EXPLANATORY STATEMENT REQUIRED
UNDER SECTION 173(2) OF THE
COMPANIES ACT, 1956

FORITEM :3

Since the year 2009-2010 has resulted in a distributable Profit
of Rs.4,461.66 Lakh; the Board of Directors have recommended to
transfer a sum of Rs. 3,417.68 Lakh to the General Reserve of the
Company, after appropriating a sum of Rs. 892.33 Lakh, towards
payment of Dividend (including interim Dividend of Rs. 100 Lakh) and
Rs. 151.65 Lakh towards tax on Dividend, for the financial year ended
on 31st March, 2010 subject to the approval of the Members in
General Meeting as set out in the Notice. As per Article 97 of the
Articles of Association of MIDHANI, the Chairman & Managing
Director, shall reserve for the decision of the President of India, the
matter relating to creation of Reserves and Special Funds. Since the
President of India holds virtually the entire paid up share capital of the
Company and is the major shareholder in the Company, the resolution
for transfer of a surplus of Rs. 3,417.68 Lakh to General Reserve is
proposed for approval of the Members.

ANNUAL REPORT 2009-2010

2 Your Directors commend the resolution for approval of the
Members. None of the Directors of the Company is, in any way
concerned or interested, in the resolution.

BY ORDER OF THE BOARD
FOR MISHRA DHATU NIGAM LIMITED

i

( PV.SUBBA RAOQ)
COMPANY SECRETARY
Place : Hyderabad,
Date :30.07.2010
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DIRECTORS' REPORT
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DIRECTORS’ REPORT

The Members
Mishra Dhatu Nigam Limited,

Dear Members

1.0

The Directors of your company take pleasure in presenting the
36th Annual Report together with Audited Annual Accounts
and Financial highlights for the year ended 31st March, 2010.

SIGNIFICANT ACHIEVEMENTS DURING THE
YEAR:

HIGHEST turnover of Rs. 371.21 Cr. a break-through of all
past records.

INCREASED value of Turnover by 20% over the previous year
and Three Fold jump (approx) over a period of 5 years,
registering a Compounded Annual Growth Rate (CAGR) of
24%.

HIGHEST utilization of production capacity which stood at
89%;

MIDHANI An IS0 9001:2000 QOrganisation



DIRECTORS' REPORT 3

MIDHANI An IS0 9001:2000 Organisation

COMMENCED COMMERCIAL PRODUCTION in some of the
critical equipment funded by Customers for strategic
applications under Phase-I of Up-gradation & Modernisation
program.

SECURED Govt. Support with fresh infusion of funds from
Government under Phase-11 of Modernisation & Up-gradation
program. CROSSED major mile stones in creating State-
of-Art-facilities under such program. EXCELLENT ratings
under MoU criteria for the “'seventh’’ year in succession.

RECORD Level of fresh order booking during the year touching
a level of Rs. 423 Cr. resulting in cumulative order book on
handason 01.04.2010 atan all time high of Rs. 738 Cr.

CREATION of Internal Reserves to the tune of Rs. 128 Cr. with
a view to ploughing them back for creating contemporary
technologies and for increasing capacities to meet challenges of
the year 2020.

REMAINED as 22" Profit making and 7" Dividend paying year.

WINNING “OP Jindal Gold Medal-2009 Award” Instituted
by Indian Institute of Metals, by Engineer of MIDHANI for
significant contribution in Development of Ferrous Metals and
Alloys.

HIGHLIGHTS OF PRODUCTION & SUPPLIES

Turnover increased to Rs. 371.21 Cr. (2,429 MT) as compared
to Rs. 309.11 Cr. (1,908 MT) during the previous year, thus
registering a growth of about 20% value wise and 27% tonnage
wise with a Compounded Annual Growth Rate (CAGR) of 24%.

MIDHANI supplied
critical components
for 500 MW Fast
Breader Reactor
being set up by
M/S Bhavini, Kalpakkam

ANNUAL REPORT 2009-2010
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E MIDHANI

3.0

DIRECTORS' REPORT

Development and supply of 15.5T cold rolled strips and
precipitation hardening steel 11-10ph for most critical
applications in Defence;

Adoption of most Innovative method of using Soft iron and
Softmag 78 cast ingots for direct hot rolling to 6.5.mm size coil
strips;

Large size slab of 1300 mm width (when compared to earlier
size of 1000mm) forged for the Firsttime in MIDHANI;

Yield Improvement upto 5 %, obtained through selection of
alternative outsourcing facility which is an added advantage to
critical sectors of our country

< for rolling of Welding Electrode billets into 125 mm square
diameter;

< by realizing two finished plates (as compared to one
earlier) from hot rolling of Special Steel 250 rings at Bilai
Steel Plant instead of Rourkela Steel Plant.

Prestigious supplies during the year include :

MDN 172 Barrels, Breech Rings, castings etc, AB2PK forgings
& Rings, MDN250 plates& Rings Ti-31 rings, for Defence
Sector, MDN-174 forgings, 13-8 Mo Bars, MDN-321, forgings,
9Cr. 1Mo, MDN 350 Billets and Bars, 316T Forgings for Atomic
Energy; MDN 250 Rings and Plates, T-31 Rings, 12X18XH10T
Forgings & Sheets, C-103 Bars and Sheets for Space
applications and Superni 80A Rings, MDN-59 Forgings, 321
forgings Moly & Moly products etc for Commercial and General
Engineering sectors.

HIGHLIGHTS OF MODERNISATION & UP
GRADATION PROGRAM:
Commencement of Commercial Production of 6.5 T Vacuum

Induction Melting Furnace, a critical and dedicated facility
created for VSSC;

MIDHANI An IS0 9001:2000 QOrganisation




4.0
4.1

TURNOVER

Rs. IN CRORES

DIRECTORS' REPORT $ o

Commencement of operations in an Electric discharge-cutting
machine as a part of in-house innovation;

Completion of Installation of Band-saw cutting machine 800 dia
Thread Rolling Machine, Universal Testing machine, NH22-
2000 Lathe Machine;

Completion of Pre-despatch inspection of 10 T Vacuum Arc Re-
Melting Furnace, which is likely to be commissioned shortly;

Order Placed for procuring small Ring Rolling Mill at a cost of
Rs.24 Cr,;

Technical Evaluation in progress for major equipment like
6000T Forge Press Wide Plate Mill, Electric Arc Melting
Furnace with VD/VOD facility etc;

Initiation of procurement action for Electron Beam Melting
Furnace (EBM);

FINANCIAL HIGHLIGHTS:

The Company has earned a Gross Margin of Rs.70.91 Cr. and a
Profit before Tax of Rs. 67.67 Cr. as compared to Rs. 65.97 Cr.
and Rs. 62.90 Cr. in the previous year respectively. The Profit
After Tax for the year stands at Rs. 44.62 Cr. as against
Rs.41.06 Cr. in the previous year.

37,120.99

25,501.01

19,249.76

15,289.12
1251259 13127.01
1042365 :

913517

11,259.53

200001  2001-02 200203 200304 200405 2005-06 2006-07 200708 2008-09  2009-10
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4.2

4.3

DIRECTORS' REPORT

The surplus available for appropriations would be Rs. 44.62 Cr.
as against Rs. 41.06 Cr. in the previous year which would
enable the Company to declare an Interim Dividend and a final
dividend aggregating to Rs. 8.92 Cr. as against Rs. 8.21 Cr. in
the previous year.

During the year the Authorized Share Capital of the Company
remained un-altered. The Issued, Subscribed and Paid-up
Share Capital has gone up, during May, 2010, by Rs. 37 Cr. by
way of further allotment of 3,70,000 Equity shares of Rs.
1000/- each ranking pari-passu with the existing Equity Shares
to President of India, towards share of Govt. of India for
Modernization of Plant, Machinery & Equipment.

Share Certificate in favour of President of India Evidencing allotment of
3,70,000 Equity shares of Rs. 1000/- each aggregating to Rs. 37.00 Crores
was handed over to Shri Gyanesh Kumar, Joint Secretary (Naval Systems)
ata Board Meeting held on 02-07-2010.

4.4

Your Company has achieved all the financial and operational
targets set out for the year 2009-'10. The highlights are as
under:

MIDHANI An IS0 9001:2000 Organisation
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= MIDHA

(Rs. in Lakhs)

Particulars 2009-2010 2008-2009
Sales (Less Returns) 37,121 30,911
Other Income 1,863 1,549
Value of Production (Excluding ED) 36,558 35,628
Depreciation 325 307
Interest 156 18
Profit (before tax) 6,767 6,290
Profit (after tax) 4,462 4,106
Ratio (Percentages)
Profit Before Tax to Capital employed 25.60 29.58
Profit Before Tax to Sales 18.23 20.35
Profit After Tax to Net Worth 16.29 1732
Profit After Tax to Paid-up Capital 30,49 28.06
Sales to Capital Employed 140.43 145.36
Sales to Gross Block 218.30 174.15
Per capita Sales ( Rs. Lakh) 31.17 25.15

4.5 DIVIDENDANDTRANSFERTOGENERALRESERVE

4.5.1 The Directors are pleased to recommend Dividend @ 6.10% of
the paid up Share capital of Rs. 146.34 Cr. amounting to Rs.
8.92 Cr. as against 5.98% in the previous year. Further an
amount of Rs. 1.52 will be paid as Dividend Tax including
surcharge as against Rs. 1.40 Cr. in the previous year. The rate
of Dividend works out to Rs. 60.95/- per Equity Share of Rs.
1000/- on 13,73,400 Equity Shares, as against Dividend of Rs.
59.78/ - per Equity Share in the previous year. The additional
Equity contribution lying in the Share Application Account
amounting to Rs. 37 Cr. does not carry any dividend for the year

2009-'10.

4.5.2 The Directors are happy to inform that a sum of Rs. 34.18 Cr.
have been Transferred to General Reserves of the Company as
against previous year’s transfer of Rs. 31.45 Cr.; thereby
accumulating the Reserve to the tune of Rs. 127.59 Cr.

PARTICULARS 2009-10 (Rs. in Crore)
Dividend 8.92
Tax on Dividend 1.52
Transfer to General Reserves 34.18

MIDHANI An IS0 9001:2000 Organisation
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Shri M. Narayana Rao, C&MD Midhani, presenting a Cheque for Rs. 7.92
Cr. to Shri A.K. Antony, Hon'ble Raksha Mantri towards payment of Dividend
for the year 2009-10. Also seen Shri R.K. Singh, Secretary, Defence
Production & Shri V.S. Krishna Murthy, Director (Finance).

5.0 PERFORMANCE AGAINST MoU

5.1  Your Directors feel pleasure in informing that MIDHANI has
been ranked FIRST among all Defence PSUs in the matter of
performance ratings as per MoU with Govt. of India for the
year 2008-'09 by scoring a composite score of 1.12.

23,757.48

21,486.34
17,652.62
13,016.50
908289 0974 10,112.80
i%i ”;i ”:i Ill |.| |l| I

200809  2009-10

VALUE ADDED
Rs. IN CRORES

YEARS 2000-01 200102 200203 200304 200405 200506 2006407 200708

11 MIDHANI An IS0 9001:2000 Organisation



DIRECTORS' REPORT 3

2009-10 27,393.18

2008-09 23,975.50

2007-08 19,930.54
2006-07 17,208.21
2005-06 15,429.16

2004-05 14,468.80

2003-04 13,888.66

2002-03 13,226.10

2001-02 13,448.23

2000-01 13,421.16

NET WORTH Rs. IN CRORES

5.2 For the year 2009-'10 also MIDHANI’s performance has been
ranked as “EXCELLENT” under 32 out of 34 parameters, with
aprovisional Composite score of 1.07.

523 The company has signed MoU for the year 2010-'11 with Govt.
of India, Ministry of Defence, Dept. of Defence Production with
an Annual Sales target of Rs. 370 Cr. with a gross margin of Rs.
65.58 Cr. under "EXCELLENT" criteria. All MIDHANIANS
have taken it up, as a thrust area, to ensure that the
performance of the Company during the year 2010-'11 would
far exceed the desired targets.

6.0 MODERNISATION & UP-GRADATION PROGRAM
OFTHE COMPANY

6.1 The year 2009-’10 can be regarded as commencement of
Golden Era for MIDHANI since the Customer funded Up-
gradation & Modernization program under Phase—1 has started
yielding results. Major part of Modernisation under this phase
was under commercial production.

ANNUAL REPORT 2009-2010
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DIRECTORS' REPORT

MAJOR EQUIPMENT UNDER
COMMERCIAL PRODUCTION IN PHASE-I

6.5 MT VIM Furnace

UPGRADATION OF MAJOR EQUIPMENT UNDER I- PHASE

ANNUAL REPORT 2009-2010

Re-vamped 1500 MT Forge Press brought into operation
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DIRECTORS' REPORT

MIDHANI

Original
Supplied with Simple Fume
Extraction System

Electric Arc Furnace
Supplied by : HBB, India in

1978 Capacity :5Tons

Modernised With
Automatic Pulse Jet Cleaning
Fume Extraction System

Vacuum Induction Refining Furnace
Supplied by : Cheston, USA in 1979 Capacity _

:5Tons

Ny

Original

Conventional Relay Logics
Static Freq Converter
Steam Ejector Vacuum

Modernised With
PLC Control (In House)
Inverter Power Supply

Eurther Upgraded to
Mechanical Vacuum
Pumping System in place
of Steam elector (In House)

MIDHANI An IS0 9001:2000 Organisation
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Vacuum Induction Melting Furnace
Supplied by : ScotVac, UK in 1979 Capacitv

Original
Conventional Relay Logics
Static Frequency Converter

: 2.2 Tons

M

PLC Control (In House)

Inverter Power Supply

Data Logging System (In House)

Vacuum Arc Remelting Furnace

:5Tons

Maximum Cuerent
Requived Men Rate

Mottop Starting Weight

First Stope of Reduction

First Stage of Holding Current ;
Furst Stage Holding Time
Second Siope of Reduction |
Second S1age of Holding Current ©
Second Stage Helding Time

$ M C Factor ;

Malt Rate Sloge

Control Astion ON |

Supplied by : Consarc, USA in 1978 Capacity
\ ANt N

15000 Amps
[
s2s kgr |
200 Kgs Vaguem
200 Ania =

Mait Rata
800 Amps

CIL.J Grade
590 AWun M
400 Amps | ©

60 Min :

WREZD
—T o
575
[ o e

KaHr

Conventional Relay
Logic Control

Viewwe #or.

Modernised With In House Developed
PLC Control

Automatic Process Controller

Data Logging System

15

MIDHANI An IS0 9001:2000 QOrganisation



DIRECTORS' REPORT

MIDNANI

Conventional Relay
Logic Control

Vacuum Arc Remelting Furnace (VAR-1)
Supplied by : L H, Germany in 1978 Capacity : 10 Tons
L .

[

Maximum Currest
Roquired Meit Rate

Hotiop Starting Weight -

Fiest Stope of Reduction

First Stage of Holding Current :
First Stage Helding Time
Second Siope of Reduction :
Second S1sge of Holding Currest
Second Stage Hoiding Time

S M C Fagtor

Mot Rate Slope

Conirel Astion ON

Melt Rate Control

Modernised With In House Developed
PLC Control

Automatic Process Controller

Data Logging System

Conventional Relay
Logic Control

Electro Slag Refining Furnace
Supplied by : L H, Germany in 1978 Capacity : 5 Tons

Amps
Voits
Voits
g
Kgr

MON 172
H10291

A-12064
KK RAC
SANDO

z
Tome He.

Modernised With In House Developed

PLC Control
Automatic Process Controller
Data Logging System

MIDHANI An IS0 9001:2000 Organisation
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INDIGENOUS ELECTRO SLAG REFINING FURNACE

Furnace Capacity : 10 Tons
Meiting Power : 3600 kVA !
Melting Voltage : 62-120 Volts

Moiting Current : 30,000 Amp | |

Principle of Operation :
— - o v (I8
w | S| - [ Gt
\-—_ = o
_ = -

The Electrical Energy is dissipated info the Slag 1o produce thermal | oe
enargy which in tum melts the Electrode. The Slag acts as a Filter to
refine the molten metal. The Fitered molton metal is cooled to form  |§
aningot.

In House Developed Electri(_:_llischarge Cutting Machine

Capaci
pacity 850 mm@

Power Rating

550 Amps
Cost of Std Eqpt.

130 Lakh
In-House Dev cost

15 Lakhs
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6.2

6.3

INDIGENIZATION EFFORTS ON EQUIPMENTS

The Phase ~II of Modernization is at an advanced stage. Major
equipments funded partly by Company and partly by MoD on
50:50 bhasis, have already been ordered and are under advanced
stage of fabrication just short of delivery to MIDHANI site for
erection. Barring an unforeseen event, the erection of 6000T
Forge Press and 15 T EAF would have become operational as
on date.

The ESR Furnace which was built with internal expertise and
experience and the 10 T VAR furnace are expected to be
commissioned during the year. Commissioning of an Electric
discharge-cutting machine as a part of in-house innovation is
worth mentioning towards Up-gradation program.

MIDHANI An IS0 9001:2000 Organisation
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CORPORATE PLAN

During the year under report, the Corporate Plan -2020 as
approved by Ministry was taken up for active implementation.
Keeping in view the likely demand for special metals and alloys
by several programs of National importance of strategic
Sectors of our country like Space, Atomic Energy, Defence,
etc., several pro-active steps were taken to acquire Wide Plate
Mill and Ring Rolling Mills. During the year under report, these
efforts have yielded concrete results and accordingly, a sum of
Rs. 250 Cr. funding was tied up from DRDO/MoD out of total
investment of Rs. 480 Cr. under 111 - Phase of Modernisation
Program. Placement of Orders for the critical equipment
under this phase is at an advanced stage.

The main aim of expansion programs of MIDHANI was to gain
self sufficiency in making available the critical materials
required by Strategic Sectors by creating additional
production capacities so that competitive edge can be gained
through rationalised product mix, increased market share.
These are ultimately expected to result in “‘customer delight” in
the form of high quality material at optimum costs.

FUTURE OUTLOOK

Being smallest of all Defence PSUs with meagre built up
Reserves, MIDHANI has compulsion to opt for phase-wise
development. Accordingly, MIDHANI has planned a three-
phase strategy for growth in next 5 years. The | - Phase of the
strategy of modernising and upgrading of existing equipment
which is presently under implementation aim to improve the
Production, Market Share thereby building internal reserves
for further investment and growth. Under the II - Phase of
strategy, MIDHANI will undertake expansion program with
substantial investment of Rs. 480 Cr. including establishing of
Wide Plate Mill etc; the funding partly coming from active
support of major customer i.e.DRDL/ MoD and partly from
internal reserves of MIDHANI created under I- Phase.

MIDHANI An IS0 9001:2000 Organisation

MIDNANI
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8.2 The III - Phase of strategy is reserved for new generation
materials the demand for which is likely to emerge in future.
The strategy here could be for enhancement of the then existing
production capacities for same product line/mix to meet bulk
requirements or to opt for new material that can conveniently
and economically added to the existing line keeping the then
installed technologies and facilities constant or to go for new
product line(s) with creation of additional contemporary
State-of-Art facilities. The new products which MIDHANI
aims to expand under this phase relate to Investment castings
and Fasteners which also act as import substitutes. It is also
under contemplation of MIDHANTI to start a fastener plant as
“ALL WOMEN PLANT" the entire operations being carried
on by women employees exclusively. Once the Fastener plant go
into operation;, MIDHANI can plan production of “bio-
medical implants” using the technologies meant for space
programs for cause of human beings.

ANNUAL REPORT 2009-2010

FASTENERS
for Space &
Defence Application :
made of Titanium Alloy,
Superalloy & Special Steel
&

TITANIUM BIO-MEDICAL
IMPLANTS
Meeting Global Standards
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8.3.

MIDHANI also made proposals to Administrative Ministry for
carrying out R&D by establishing a dedicated centre for
manufacture of Titanium made castings. The project has been
administratively cleared and the work in this direction is
expected to be commenced in the current Financial Year. The
ultimate aim of MIDHANI is to fulfill its objective of sustaining
its position as “‘National Centre for Excellence” in advanced
metals and alloys.

Investment Casting of Titanium & Titanium Alloys

9.0 ENTERPRISE RESOURCE PLANNING (ERP)

9.1

92

MIDHANI An IS0 9001:2000 Organisation

In order to effectively utilise the modern and advanced tools
available under Information Technology and with the object of
integrating various business processes of different functional
areas on real time basis, a well chalked out ERP program
named as “ALCHEMY” with Oracle EBS - R12 as suitable
package was initiated during Sep. 2008. The Administrative
Staff College (ASCI).,Hyderabad provided consultancy and
M/s Price Waterhouse Coopers (PWC) have acted as
implementation partners.

A full team of core experts from different functional areas of
MIDHANI have put in their best efforts with full spirit of
dedication for taking the project forward with the help of the
Steering Committee under the Chairmanship of C&MD. The I -

20
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I - Phase which include modules like HRMS, ESS, Pay Rolls
has already been declared as "GO LIVE" on provisional basis
on 27" May, 2009. The Il - Phase consisting of Order
Management Maintenance, Production Planning, Quality
Control, Purchase, Finance & Costing etc., is likely to Go Live
by end May/June 2010 as against original target date of May,
2009. Some of the configuration problems to suit peculiar
critical process requirements of MIDHANI have consumed
more time and M/s Oracle Corporation and its implementators
are in the process of solving them which is likely to be completed
in the current financial year.

LABOUR PRODUCTIVITY

The Direct labour productivity, in terms of value added per
direct employee, stood at Rs. 61.55 Lakh as compared to
Rs.55.66 Lakh during the previous year. The value added per
employee was Rs. 19.95 Lakh as compared to Rs. 17.48 Lakh
in the previous year.

VALUE ADDED PER EMPLOYEE Rs. IN LAKHS

21
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11.0
11.1

12.0

13.0
13.1

CAPACITY UTILIZATION

The capacity achieved during the year 2009-'10 was around
89% as compared to 70% in the previous year. The value of
import content in the total material cost was 77% as against
79% in the previous year.

OPERATIONAL EFFICIENCY

“Excellent™ performance in the matter of recycling of
reclaimed material from production process to the extent of
33% (1,682 MT) obviating the purchase of virgin raw
materials worth Rs. 30.85 Cr. as against Rs. 21.12 Cr. in the
previous year.

Development of new products through R&D efforts during the
year 2009-’10 include :

® Nickel base Superalloy SNi 738 for Land Gas turbine
application;

® Superni 706 M for Liquid Hydrozen Turbine application;

@ Low activation Ferritic Martensitic Steel for Nuclear
application

Borated Stainless Steel for Nuclear applications

@ Special Steel 400 for Nuclear application
ENERGY CONSERVATION

During the year under report, LPG consumptions are not as per
expectations. Several initiatives were taken to bring
improvements in specific Energy conservations particularly in
the matter of LPG consumption. Among them include
revamping and calibration of the furnaces wherever felt
necessary, periodical maintenance of refractory and burner
blocks, prompt repairs to re-heating furnaces and installation
of flow meters, its measurement and monitoring, use of oxygen
during melting, reduction of heat cycle time, compact charging,
use of proper scrap mix etc.

22
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The summary of consumption recorded during the year both for
Electricity and LPG are as follows:

Sl
NO.

ITEM Units 2009-10 2008-09

1 Total consumption of Electricity: | KWH 3.28 Lakhs | 3.32 Lakhs

2 Total consumption of LPG MT 3,863 3,201

Specific Consumptions -

Electricity Per MT of Prod.: | KWH / MT (Prod.) 2,682 2,744
- LPG per MT of Prod. MT (LPG) / MT (Prad.) 0.32 0.26

14.0.

14.1

14.2

23

MARKETING & BUSINESS DEVELOPMENT

MIDHANI has comfortable order hook position of Rs. 738 Cr.
as on 01.04.2010 enabling the Company to ensure optimized
advance planning and cost effective production schedules.
MIDHANTI operates in an environment where timely deliveries,
competitive price structure, meeting stringent specificational
requirements are prime concerns.

In its endeavour to retain customer’s confidence and to remain
as 1" preferred supplier; the Company continued its efforts to
remain competitive by widening its technical capabilities
through in-house R&D efforts, creation of or adopting
contemporary State-of-Art manufacturing facilities and
technologies through various Modernisation & Upgradation
programs and also by enlarging its out-sourcing base.
Constant search on external resourcing facilities, by vertical or
horizontal integration, would not only helps the Company
directly but also indirectly to the Customers in overcoming the
problems of temporary phase of resource constraints. This will
have the effect of increasing production potential to ensure
Customers timely deliveries. Product innovations, search for
new materials and sources of supply, new process routes to aim
at yield improvements are some of the thrust areas being
pursued during the year under report to gain "CUSTOMER
DELIGHT”

MIDHANI An IS0 9001:2000 Organisation
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WE ACKNOWLEDGE WITH GRATITUDE
THE SUPPORT OF ALL OUR ESTEEMED CUSTOMERS

IN OUR ACHIEVEMENTS
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14.3 The major contributions to Order Book during the year, came
from Defence to the extent of 32%; 26% from Space; 24% from
Atomic Energy and the balance 18% from other sectors. This
indcates that the direct requirement from Strategic Sectors of
our Country accounted for 82%.

14.4 As part of creating newer market niches and to update the
knowledge in the areas of latest development of materials and
processes;, MIDHANI participated and presented technical
papers of relevance in a number of National and International
Seminars/ Exhibitions.

14.5 To develop extensive association and interaction with
Customers and their related organisations/agencies;
MIDHANI attended various National/ International seminars
and exhibitions, Trade Shows wherein various technical papers
on the product range, technological competencies and
contributions made in the area of metals and alloys, were
presented. The prominent among them were: Latin America
Aero & Defence Exhibition (LAAD) 2009 at Brazil during Apr.
2009; Bridex 2009 an International Exhibition held at Brunie
Darussalam during Aug. ‘09; International Business Forum
for Fusion & Fission Energy 09 (IFB-FE 09) at Japan during
Sep. ‘09; The Annual International Conference - cum -
Exhibition on Titanium Metal Industry 2009 at Hawaii USA
during Sep.'09; International Conference on Peaceful Uses of
Atomic Energy at New Delhi during Sep-Oct. ‘09; Second Indo
French Nuclear Industry Business Meet at Mumbai during Oct.
‘09; National Aerospace Manufacturing Seminar (NAMS)
2009 at Tiruvananthapuram during Nov.’09; Metals Minerals
Maufacturing Expo 2009 at Kolkata during Nov. ‘09;
International Conference on Surface Modification
Technologies (SMT 23) at Chennai during Nov. '09; India
International Trade Fair (IITF) ‘10 (DEFEXPO) at New Delhi
during Feh. ‘10.

ANNUAL REPORT 2009-2010

14.6 In order to have close interaction with Customers in an
amicable environment that facilitate face to face interactive
session to understand their requirements both in the short and
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Shri A.K. Antony, Hon'ble Raksha Mantri, Shri M.M. Pallam Raju, Hon'ble
Raksha Rajya Mantri visited Midhani stall during DEFEXPO - '10 at New
Delhi during Feb. 2010.

long run; an annual “*Customer Meet” was held for the 6 time in
succession in two sessions on 9th Oct. 2009 and 9th Feb. 2010,
with a theme “Partnering for National Growth for Strategic
Sectors and Private Sectors”” at Hyderabad, wherein major
customers have attended. The interaction resulted in better
relationship with major Customers and turned out as a good
forum for ‘'KNOWING YOURCUSTOMER BETTER".
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[ In pursuit of N

Corporate Objective
of achieving
"CUSTOMER DELIGHT"
Customer Meets
were organised
on 09-10-2009 &

\ 09-02-2010 -/

Shri Avinash Chandra, Director, ASL, DRDO, Shri K. Sree Kumat, Group Director, VSSC, Shri
M. Narayana Rao, C&MD, Midhani seen Lighting the Lamp and addressing the audience during
customer meets. Also seen Shri R.N. Jayaraj, Chief Executive, NFC seen Lighting the Lamp &
Shri T.K. Mitra, Associate Director (Tech.) Bhavini addressing the gathering.
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14.7 Business Visits during the year under report were:

B Shri Pallam Raju, Hon’ble Raksha Rajya Mantri, visited
MIDHANI on 17 March, 2010 and inaugurated the
“Technology Development Centre” for undertaking futuristic
R&D activities.

ot

Hon’ble Raksha Rajya Mantri Shri M. M Pallam Raju visited Midhani on 17th
March, 2010 He inaugurated the ‘Technology Development Centre’ at Melt Shop
[11. The Hob’hle Minister reviewed Midhani’s technological capabilities,
achievement over the years, Modernisation and the financial performance.

MIDHANI An IS0 9001:2000 Organisation 28
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+ Padmavibhushan Dr. G. Madhavan Nair, ex-Chairman ISRO
and Secretary, Dept. of Space visited MIDHANI on 30* Jul. ‘09
and inaugurated and dedicated for National Mission, the 6.5.T
VIM furnace, a critical equipment for meeting strategic
material requirements of our country.

Dr. G. Madhavan Nair, Chairman, Indian Space Research Organisation (ISRO) & Secretary,
Department of Space (DoS) inagurated the 6.5 T Vacuum Induction Melting (VIM) furnace at
Midhani on 30th July, 2009. Also seen Dr. PP. Sinha, Dy. Director, VSSC,

Shri M. Narayana Rao, C&MD, Midhani, Shri Devasis Choudhary, Ex-C&MD, Midhani
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+ Dr. K. Radhakrishnan, Chairman, ISRO, visited on 19* Aug.
2009 and inaugurated & Commissioned the Conditioning
Shop.

Dr. K. Radhakrishnan, Director, Vikram Sarabhai Space Centre(VSSC)
inaugurated the Conditioning shop at Midhani on 19th August, 2009. Also
Shri M. Narayana Rao, C&MD, Midhani, Dr. BR. Sinha, Dy. Director, VSSC, Shri
V.S. Verma, Director (Prod. & Mktg.) and
Shri V.S. Krishna Murthy, Director (Finance) Midhani seen receiving the guest.

+ Visit of Dr. Michael C. Ashton, Chief Executive and his team
during Nov. ‘09, for discussion on transfer of technology and
supply of Investment castings made of Titanium.

+ Visit of Xstrata Nickel along with representative of MMTC
during Nov. ‘09 for exploring the possibility of supply of Nickel
asan alternate source.

+ Visit of National Flow Forming Committee during Nov. ‘09
to discuss the future course of action in this area.

MIDHANI An IS0 9001:2000 Organisation 30
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+ Visit of a delegation headed by C&MD MIDHANI, to M/s
VSMPO & ROSOBORONEXPORT, Russia, during June ‘09
regarding feasibility of setting up a Joint Venture for
Titanium products.

Vice Admiral (Retd.) DSP Verma, Director General, Advanced Technology Vessel
program(ATVP) visited Midhani on 22nd February, 2010
to review the supply status of ATVP orders.

reviewed the supply position of their Orders. Shri M. Narayana Rao, C&MD,
Midhani, and Shri V.S. Krishna Murthy, Director (Finance) Midhani
accompanying the guest during plant visit.
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15.0 QUALITY CONTROL & ASSURANCE

15.1

15.2

15.3

During the year under report, the audit of MIDHANI’s Quality
Management System ISO 9001-2000 was carried out by
Bureau of Indian Standards and independent team of VSSC. It
was declared that the systems were found adequate to comply
with the auditand mandatory requirements.

Walter+BAI Universal Testing Machine was installed and
commissioned during the year, in order to evaluate precisely the
high-temperature (upto 1200C) tensile properties, with high
levels of accuracy of the measured values, in respect of various
alloys, most of them meant for use in Aero-space program. One
Micro hardness tester was also installed, to facilitate
measurement of hardness on thin sheets, foils & wires, where
hardness cannot be measured using conventional equipment.
This equipment also facilitates measurement of hardness of
different phases present in the micro structure thereby helping
in identification of phases and non metallic and exogenous
inclusions.

MIDHANT utilises State-of-Art laboratory facilities for testing
its Aeronautical Materials to meet the stringent standards
being insisted by Customers.

MIDHANI An IS0 9001:2000 Organisation
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15.4 With a view to strengthen the relationship and to build team
spirit with premier inspection agencies associated with
MIDHANI like OCRI, DGAQA; MIDHANI has allocated land
to enable them to locate their functional offices within the
factory area.

Shri PK. Sethi, Director General, Aeronautical Quality Assurance, inaugurated
Office Building for Regional Director (AQA)
in MIDHANI premises on 20-03-2010.

16.0 HUMAN RESOURCE DEVELOPMENT
16.1 MAN POWER

Optimum Utilisation of Man Power in terms of its strength,
expertise and skills has been the thurst area for MIDHANI
during the year under report. Lack of optimum “average age
mix’’ among employees, mass retirements in the coming years
are the challenges before the Company under HR front. Fresh
Management Trainees recruited in various disciplines in recent
years are expected to fill these gaps. Continuous efforts are
being made to enhance the capabilities, knowledge and skill
base among employees to enable them to shoulder higher
responsibilities. A tripartite agreement was signed with the
Recognised Union on the Revised Career Development Plan to
motivate the workmen.

ANNUAL REPORT 2009-2010
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The total manpower strength under Permanent Category in the
Companyason31.03.2010 isas follows:

Non- | Non-Unionised Executives Total
Executives Supervisors
Male 748 154 236 1138
Female 27 7 19 53
Total 775 161 255 1191
Previous Year 837 143 249 1229
The above includes functional Directors and persons on deputation.
Statements showing the representation of SC/ST/OBC/PH and their recruitment etc., are given in Appxi-I

16.2 Particulars of Employees

16.3

16.4

MIDHANI An IS0 9001:2000 Organisation

The Company has no employee covered under Section 217 (2A)
of the Companies Act, 1956 and the Rules made there under.

Industrial Relations

MIDHANI continues to aim at building a motivated, committed
and satisfied work force and treats it as an important asset of
the organisation to achieve its organizational goals. No man
days were lost on account of labour unrest. The industrial
relations were cordial and the required support from
Associations, Unions of employees were received during the
year under report.

Revision of Pay Scales

Pay Revision of employees both Board and Below Board level
has been implemented w.e.f. 1.1.2007. Pay Revision, including
perks and allowances, in respect of both Board and below
Board level Executives including Non-Unionized Supervisors
has been implemented as per approvals of competent authority
in accordance with guidelines issued by DPE and the
Presidential Directive received from Ministry of Defence, Govt.
of India. Wage Revision with respect to unionised employees is
under active consideration of Management. The Modus
operandi for payment of ' Performance Related Pay” envisaged
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under pay revision is expected to take final shape during the
current financial year.

16.4.1 Under the Presidential Directive received from Govt. of India,
Ministry of Defence, Dept. of Defence Production, vide Lt. No.
27(9)/2009 -D (EPC/MDN) dt. 27+ April, 2009 (i.e. approving
pay revision); MIDHANI has constituted a Remuneration
Committee headed by an Independent Director to decide annual
variable pay pool, policy for its distribution across the
Executives and Non-Unionized Supervisors within the
prescribed limits and has been given specific terms of reference
on the subject.

16.5 TRAINING & DEVELOPMENT

The main challenge before MIDHANI is to face obsolescence of
its human assets. Continuous up-gradation of skill and
knowledge levels has been thrust area during the year under
report and also in the current financial year. These are expected
to be overcome with the help of strong HR recruitment,
Training policies and initiatives. Emphasis was also given for
the development of SC, ST, OBC class employees. Several
structured training programs have heen undertaken to focus on
competency building across various levels in the organisation.

Shri M. Narayana Rao, C&MD, Midhani Inaugurated Workers Education
Programme Unit Level Classes held in MIDHANI during 2nd to 19th Sep. 2009.
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Glimpses of Workers Education Programme Unit Level Classes organized in
MIDHANI during 2nd to 19th Sep. 2009.

16.5.1 Special focus has been given in imparting or conducting various
Training programs in addition to fulfilling its statutory
obligations. MIDHANI has achieved “Excellent” rating under
MoU criteria in the area of Training & Development of its
Personnel. During the year under report MIDHANI officers
have been encouraged to present a total of seven (7) papersin
National and International seminars / conferences to promote
managerial and technical competencies among them at
conceptual levels. 339 employees (175 Executives and 164
Non-Executives) were sponsored to various training programs
Seminars/ Symposiums and Work shops etc. Plant Visits and
Conducting weekly lectures are some of the activities
undertaken by T&D Dept, to promote theoretical and practical
expertise in the area of their functioning.

17.0 STATUTORY & SOCIAL OBLIGATIONS

17.1 CONTRIBUTION TO EXCHEQUER

17.1.1 Your Company contributed an amount of Rs. 6,295 Lakh in the
form of Duties, Sales Tax, Income Tax and Surcharge during

ANNUAL REPORT 2009-2010
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the year 2009-10 as compared to Rs. 6,651 Lakh in the
previous year.

17.2 EMPLOYEE WELFARE

17.2.1 MIDHANI maintains small township with canopy of greenery
for the benefit of Employees. Facilities like provision of
canteen, transport, medical facilites, Education and township
at subsidised rates are being extended to all employees.
Pollution free environment has been created in and around
factory site. Concessional loans for procuring personal
computers are being extended to employees with a view to
create awareness among family members on computing skills.
Monetary rewards for meritorious children of employees of
SC/ST/OBC categories and to weaker sections in the Company
run BPDAV School have been continued as a part of welfare
measure. Conducting recreational and cultural programs are
some of the efforts taken by Management for promoting
employee welfare. Several sport and cultural events were
sponsored for all round development of employees. Govt.
Guidelines on small family norms are being implemented and
eligible employees are encouraged to undergo family planning
norms as a part of Government Policy.

17.3. EMPOWERMENT OF WOMEN

17.3.1 MIDHANI created an optimum safety environment at work
place for women employees to perform their job with
commitment and due dignity. All Govt. guidelines on, avoiding
gender bias, introduction of safety & welfare measures both
statutory and non-statutory are implemented in the Company.
Effective grievance redressal mechanism has been putin place
for solving their problems without delay. All these measures
provide equal opportunity for women employees for
discharging their activities at all work places in MIDHANI.
Women employees, both executives and non-executives are
nominated for in-house as well as external training programs.
The strength of women employees is 53 as on 31.03.2010 as
comparedto 45ason31.3.2009.
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17.3.2 With a view to demonstrate tangible empowerment of women,

MIDHANI took concrete steps, to set up a “Fastener
manufacturing plant” exclusively to be run by women
employees. The plant is expected to operationalise in the
current financial year.

17.3.3 International Women’s Day was organized in MIDHANI on

08" March, 2010.

| PR
AR A

International Women’s day was celebrated on 8th March, 2010.
Dr. (Mrs) B. Kinnera Murthy, Part time Non-official Director, Midhani & Prof. ASCI,
seen addressing the gathering.

17.4 IMPLEMENTATION OF RTI ACT 2005
17.4.1 MIDHANI comes under definition of “Public Authority” as per

the RTI Act and the rules made there under and continues to
discharge its role and responsibilities. The provisions relating
to Right to Information Act, 2005, have been implemented in
the Company. During the year the following authority has been
nominated under RTI Act.

Shri V.S. Verma. Director (Production & Marketing)

17.4.2 In order to enable citizens to have access to information, the

news relating to functioning of the Company and its programs,
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plans & developments were put on Company’s Web site in
addition to the statutory modes prescribed under the RTI Act,
2005.

17.5 RAJBHASHA IMPLEMENTATION

17.5.1 Your Company continued its efforts for the progressive use of

Hindi in Official work and comply with the Official Language
Act 1963, Official Language Rules 1973 and orders issued by
Government of India from time to time. Official Language
Implementation Committee functioning at MIDHANI
regularly review the progress of implementation of the Official
Language Policies and the activities related to its
implementation. During the year under report 3 (three) Hindi
Awareness Workshops were conducted for about 40 employees.

17.5.2During the year under review, programs such as “HINDI

17.6

DIVAS” celebrations, release of 7th Edition of Techno
Commercial Hindi House Magazine “SANKALP”,
competitions and work shops, were organized across various
departments of the organization to popularize the use of Hindi
inall official communications.

ENCOURAGEMENT TO SMALL SCALE/ANCILLARY
INDUSTRIES.

Presently the Company has no Ancillaries. However, MIDHANI
continues to encourage and develop SSI units along with
Medium and Large scale units by regularly sourcing various
products and other services from them. Value of items procured
from Small scale sector was Rs.356.11 lakhs from 49 units as
compared to Rs. 468.91 lakhs from 17 units.

17.7 CORPORATE SOCIAL RESPONSIBILITY:
17.7.1 MIDHANI took note of its role and function as a good corporate

citizen towards development of area and society in which it
operates. MIDHANI made modest beginning by taking various
initiatives towards the activity. It took steps to protect the
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environment in and around its factory area through
formulation of long range plan to promote greenery to prevent
water, air pollution. The 10 principles of “GLOBAL
COMPACT” have been given due recognition and
implementation in the Company during the year under report.

17.7.2 The Guidelines issued by Dept. of Public Enterprises during

April, 2010, on effective implementation of Corporate Social
Responsibility by Public Sector Enterprises have been taken as
thrust area during the current financial year. The guidelines
envisages commitment on the part of PSUs to operate and
develop in an economically, socially and environmentally
sustainable manner while recognizing the interest of its
stakeholders. MIDHANI has been suggested to hold a corpus
fund of 3 to 5% of net profit towards these activities. During the
current Financial year, proactive steps like meticulous
documentation towards CSR approaches, policies, programs,
expenditure, procurement etc., will be prepared with the
approval of competent agencies.

17.7.3 MIDHANI employees donated around Rs. 10.5 lakhs to Chief

Minister’s Relief Fund extending their support to victims of
recent floods in Andhra Pradesh.

Shri M Narayana Rao, Chairman & Managing Director, Midhani seen presenting a Cheque to
Shri K. Rosaiah, Hon'ble Chief Minister, Andhr Pradesh, for a sum of around Rs. 10.50
Lakhs towards contribution to Chief Minister Relief Fund as a part of Midhani's commitment
to Corporate Social Responsibility. Also seen Shri V.S. Krishna Murthy, Director (Finance),

representatives of Workers Union, Officers' & Executives’ Associations.
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17.8 ENVIRONMENT MANAGEMENT

17.8.1 MIDHANI has continued its efforts to give due importance for
maintaining a thick canopy of greenary in and around its
factory area through extensive plantation work. Special
emphasis was made towards waste water management by
digging ponds and growing shrubs to contain water and air
pollution.

18.0 VIGILANCE

18.1 During the year, effective measures were taken to improve
vigilance administration in the Company. Carrying out
preventive vigilance, rendering suggestions for system
improvements, surprise/routine checks, physical attendance
and close monitoring of vigilance personnel during the entire
process of scrap disposal are some of the effective steps
undertaken during the year under report.

18.2 MIDHANI took part in the activities of Vigilance Study Circle,
a voluntary organization of vigilance professionals based at
Hyderabad and won “cash prize” and award of “‘best service”
in vigilance department. Vigilance Awareness Week was
observed, as per the directions of CVC, by organizing talks by
eminent professionals, who rendered their valuable expertise
and knowledge on various issues of practical importance, which
benefited Midhani employees in applying them in the day to day
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18.3

19.0
19.1

functioning. Interactive sessions were held by vigilance
officers at the shop-floor level, resulting in finding out answers
and solutions to the problems faced by them in observance of
various procurement procedures and in interpreting relevant
clauses of Purchase Policy and CVC guidelines. Management
has been constantly seeking the expert advice of CVO, on
various contractual issues involved in procuring high value of
equipments from abroad.

During the year, with active persuasion of Vigilance
Department, the CVC has finalised the issue of appointment of
Independent External Monitors (IEMs) to oversee the
procurement cases.

Midhani observed the Vigilance Awareness Week from 3rd to 7th November, 2009.
Shri M Narayana Rao, C&MD, Midhani, Shri P Ravi, IPS, Chief Vigilance Officer,
Ms. Anjana Sinha, Inspector General of Police, APSPF graced the occasion.

GENERAL EXEMPTION FROM DISCLOSURES

Government of India, has exempted the Company from
compliance of the provisions of Section 211(4) and 217(1)(e)
of the Companies Act, 1956 read with Companies (Disclosure
of Particulars in the Report of the Board of Directors) Rules,
1988, from disclosure of quantitative information on goods
manufactured in the Profit & Loss Account and from exhibition
of information in respect of Conservation of Energy /
Technology Absorption / Foreign Exchange earnings and outgo
etc., inthe Directors’ Report.

42
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20.0 FOREIGN TRAVEL

20.1

An amount of Rs. 65.55 Lakh was spent towards foreign travel
(previous year Rs. 23.04 Lakh) undertaken by the Directors
and employees of the Company for technology development and
market/ business development/ pre-inspection of Materials/
Equipments.

21.0 ENTERTAINMENT EXPENDITURE

211

An amount of Rs.0.55 Lakh was spent during the year towards
entertainment expenditure(previous year Rs.0.52 Lakh) which
represents 0.001 % of the sales turnover.

22.0 CORPORATE GOVERNANCE

22.1

22.2

MIDHANI has implemented the guidelines issued by Govt. of
India, vide DPE OM No. 18 (8)/2005-GM dt. 22.06.2007. At
present MIDHANI is poised to take a big leap in its
technological capabilities and setting up new & advanced
critical facilities in its production spheres. After stabilization
of its modernization & expansion programs, the aspects like
assessment and Management of business risks, will take a final
shape.

The basic principles and philosophy of Corporate Governance
has been followed in letter and spirit in every aspect of
Company’s decision making in tune with the contemporary
demand for good Corporate Governance. The Company has laid
down Code of Business Conduct & Ethics for all Board
Members and Senior Management, the adherence of which is
being confirmed by respective members on an annual basisin a
prescribed format. A certificate to this effect from Chief
Executive is made a part of this report. A detailed report on
Corporate Governance is enclosed to this report. [Appx -I1]
MIDHANI’s policies and practices were certified to be in
conformity with Corporate Governance guidelines issued by
DPE and a certificate to this extent from CEOQO of the
organisation is enclosed as Annexure - VI to the said Report.
A Report on the Management Discussion & Analysis is enclosed
with this report.
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23.0 BOARD OF DIRECTORS

23.1 During the year 2009-10 and till the date of this report, the
following changes have taken place in the composition of Board
of Directors of MIDHANI:

Shri M Narayana Rao, C&MD, Midhani seen presenting a Momento to
Shri S.N. Misra, Joint Secy. Aerospace on the eve of cessation of his term as
Part Time Official Director on the Board of Midhani.

ANNUAL REPORT 2009-2010

Shri M Narayana Rao, C&MD, Midhani seen welcoming
Shri Gyanesh Kumar, Joint Secy. Naval Systems on the Board of Midhani.
as Part Time Official Director.
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(A) Presidential Sanctions have been conveyed to MIDHANTI for:

the appointment of Shri Gyanesh Kumar, Joint Secretary
(Naval Systems) Part-time Official Director on the Board
of MIDHANI w.e.f 28.01.2010 vice Shri S.N. Misra, Joint
Secretary, Aerospace

the appointment of Dr. G. Malakondaiah,(Sc ‘H’)
Director, DMRL, Hyderabad as Part-time Official Director
on the Board of MIDHANI w.e.f 14.07.2010 vice Dr.
Dipankar Banerjee, Ex-DS & CCR&D (AMS) DRDO.

Shri S.N. Misra, Joint Secretary, Aerospace, seen presenting a Boquet on
behalf of the Board of Midhani to Dr. Dipankar Baneree, DS & CCR&D (AMS)
DRDO, on the eve of cessation of his term as Part Time Official Director on the
Board of Midhani.

(B)  Orders of Ministry of Defence, Dept. of Def. Prodn was also
conveyed to MIDHANI for:

45

the appointment of Smt. Anuradha Mitra, Addl.FA (AM)
&JS as “Permanent Special Invitee” on the Board w.e.f
22.09.2009 vice Shri Dilip Biswas.

the appointment of Shri PK. Mishra, Addl.FA (M) &JS as
“Permanent Special Invitee” on the Board w.e.f
12.11.2009 vice Smt. Anuradha Mitra.
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Shri M Narayana Rao, C&MD, Midhani seen welcoming
Shri PK. Mishra, Addl. FA (M) & Joint Secy. Ministry of Defence (Finance) as
Permanent Special Invitee on the Board of Midhani.

23.2 During the year under report, the term of office of Dr. Kota
Harinarayana, Part-time Non-Official Director on the Board of
MIDHANI, has expired and he ceased to be Director w.e.f.
14.09.2009.

23.3 The bio-data of new Director and Special invitee appointed
during the year 2009-"10 will be made part of this report.

24.0 DIRECTORS’ RESPONSIBILITY STATEMENT

24.1 Pursuant to the requirement under Section 217 (2AA)of the
Companies Act, 1956 with respect to Directors’ Responsibility
Statement, itis confirmed:

ANNUAL REPORT 2009-2010

a) that in the preparation of the annual accounts for the financial
year ended 31st March, 2010, the applicable Accounting
Standards have been followed along with proper explanations
on the material departure, if any;

b) that the Directors have selected such Accounting Policies and
applied them consistently and made judgments and estimates
that were reasonable and prudent so as to give a true and fair
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view of the state of affairs of the Company at the end of the
financial year i.e. 31st March, 2010 and of the Profit or Loss of
the Company for the year ending on that date;

c) that the Directors have taken proper and sufficient care for the
maintenance of adequate accounting records in accordance
with the provisions of the Companies Act.1956, as amended
from time to time, for safeguarding the assets of the Company
and for preventing and detecting fraud and other irregularities;

d) that the Directors have prepared the accounts for the financial
yearended on 31st March, 2010 on a ‘going concern’ basis.

25.0 AUDITORS & AUDITORS’ REPORT

25.1 C&AG of India has appointed M/s Satyam & Veerabhadra,
Chartered Accountants, Hyderabad, as Statutory Auditors for
conducting Statutory audit of accounts of the Company for the
year ended 31st March, 2010.

25.2 With reference to observations of Statutory Auditors in para
4(d)&(f) of the Auditors’ Report, attention is invited to Note
No. 21, 4(ii) and 6 respectively of Schedule-20 forming part of
Accounts which are self explanatory.

26.0 COMMENTS OF COMPTROLLER & AUDITOR
GENERAL OF INDIA
The comments on the Accounts by the Comptroller & Auditor

General of India for the year ended 31" March, 2010 are placed
in this report after the report of Statutory Auditors.

27.0 ACKNOWLEDGEMENT

27.1 The Board places on record its sincere gratitude for the
constructive  support, cooperation and guidance received
from Ministry of Defence, particularly from Dept. of Defence
Production and various agencies of Central and State Govts.
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27.2 The Board extends its sincere thanks to its Customers, vendors,
Bankers, Auditors, Advisers, Consultants etc., for their
continued support during the year.

27.3 The Board places on record its appreciation for the hard work,
co-operation and special contributions made by employees at
all levels which enabled the Company to sustain its growth path.

27.4 The Board also places on record its appreciation for one and all
who have contributed to the Company to achieve yet an another
year of “Excellent Performance” by optimally and effectively
using the available resources and the Board look forward to
their continued support in future.

For and on hehalf of the Board of Directors

b

(M. NARAYANA RAO)
CHAIRMAN & MANAGING DIRECTOR

Place: Hyderabad,
Date: 30.07. 2010.
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Appendix -1

REPRESENTATIONS OF SCs, STs, OBCs, PwD & Ex-Sn
AS ON 31.03.2010

Total No
Payscale & Group of Emploees Strength of Employees
SC | ST | OBC | PwD | Ex-Ser.men
EXECUTIVES
Group 'A' (Rs.16,400- Rs. 40,500 & above) 240 | 31| 7| 45 2 1
Group ‘B 5 - 3 = =
Rs. 12,600 - Rs.32.500 (Gr-1)
Rs. 12,250 - Rs. 31,600 (E-0)
(Non Unionised Supervisory Cadre) 162 | 13| 1| 42 - 5
NON-EXECUTIVES
Group 'C’ 714 | 125 |38 | 325 | 18 28
From Rs.3,200 - 6,235
To  Rs.6,100 - 10,560
Group ‘D
From Rs.2,300 - 3,600 69 14 5l 27 1
To Rs.3,000-5,750

RECRUITMENT OF SCs, STs DURING THE YEAR 2009

Payscale & Group

Total Recruited
in the Year

No. of Posts

Reserved

No. of
Candidates

SC

ST

SC ST

EXECUTIVES
Group 'A’ (Rs.16,400- Rs. 40,500 & above)

24

Group ‘B’

Rs. 12,600 - Rs.32.500 (Gr-I)

Rs. 12,250 - Rs. 31,600 (E-0)
(Non Unionised Supervisory Cadre)

NON-EXECUTIVES
Group 'C’

From Rs.3,200 - 6,235
To  Rs.6,100- 10,560

Group 'D
From Rs.2,300 - 3,600
To Rs.3,000-5,750

49
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APPFNDIX —-IT

REPORT ON CORPORATE GOVERNANCE

[AS ON DATE OF THIS REPORT]

1.0 COMPANY’S PHILOSOPHY ON CORPORATE GOVERNANCE

1.1 MISHRA DHATU NIGAM LIMITED (MIDHANI) believes that
itslusiness role needs to e performed by doserving the fundarental
principles of Corporate Governance like honesty, integrity,
accountability, adequate disclosures, legal carpliances, decisi on
making without conflict of interest. Tt also strives to carry aut its
business doligations with good Corporate Values duly discharging
its responsibilities towards society as a Corporate Citizen. The
Camnpany has also taken up the onerous responsibility of achieving
the Canpany’ s mission and dojectives by duly maintaining highest
standards of ethics inall soheres of itshbusiness activities. The senior
Management and the Directors of the Company are committed and
accontable to adhere to all the principles and provisions of Code of
Business Conduct and Ethics and to this extent agree to sumit a
confimmatory report on annual basis indicating that they have
caplied with and has not violated any of the provisions of the Coce.

2.0 BOARD OF DIRECTORS
2.1 Composition & Detaials of the Board Members

The strength of the Board of MIDHANT shall not be less than
2 ard not more than 15 under the provisions of Articles of Association
of the Campany as amended fram time to time. The Directors shall
not e required to hold any qualification shares.

During the year under report, the canposition of the Board is in
accordance with guidelines issued by Dept. of Public Enterprises
(DPE) and the provisions of Canpanies Act 1956. As on the date of
this report, the Board of MIDHANI consisted of SEVEN (7)
Directors including Chainmen & Managing Director. In addition to
this, ONE (1) Permanent Special Invitee was nominated on the
Board by Ministry of Defence thereby taking the Board' s cancosition
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as uncer.

8 Fuctional/Whole time Directors :

@ Shri. M. Narayana Rao,

3(Three)
[From: 27.07.2006]

Chairman & Managing Director

f ShriV.S. Krishna Murthy,
Director (Finance)

1  Shri. V.S. Verma
Director (Prodn.& Mktg.)

[From: 18.07.2008]

[From: 01.04.2009]

() Part-time Official /Goverrment Directars : 2 (Two)

@  Shri Gyanesh Kumar

[From: 28.01.2010]

Joint Secretary (Naval Systems),

Dept. of Def. Production
Ministry of Defence

@ Shri S.N. Misra

Joint Secretary (Rerospace),

Dept. of Def. Production
Ministry of Defence
(@ Dr.G. Malakondaiah
)i stinguished Scientist
Director, DMRL,DRDO
Ministry of Defence
() Dr. Dipankar Banerjee
)i stinguished Scientist
and Chief Controller
R&D (AMS) , DRDO,
Ministry of Defence

MIDHANI : An ISO 9001 : 2000 Organisation
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(©) Part-time Nen-Official Directors : 2 (Two)

§ Prof. R.K. Mishra [From 01.11.2007]
Director, Institute of Pdolic
Enterprises, Ogrania
University, Hyderalad

@ Dr. Mrs.) B. Kinnera Murthy [From 01.11.2007]
Prof. & Chair Person Strategic
Management Area,
Pdninistrative Staff
(ollege of India, Hyderakad.

() Dr. Kota Harinarayana [Upto: 13.09.2009]
(d) Penmenent Special Invitee to Board : 1 Qe
f ShriP.K. Mishra [From : 12.11.2009]

2Addl. FA & Jt. Secy.
Ministry of Defence (Fin.)
New Delhi

) Smt. Anuradha Mitra [Upto : 12.11.2009]
2Addl. FA & Jt. Secy.
Ministry of Defence (Fin.)
New Delhi

2.2 The existing Articles of Association of the Campany provides for
appointment of all Directors by the President of India. During the
year under report two Presidential orders and oneMinisterial Order
as indicated below were received conveying the appointment of a
Director and a Special Invitee on the Board of MIDHANI. The
Directors gopointed were parsons of eminence in regeective fields of
their activity. The details of such orders ard the required informetion
aoout the new Directors is given below:
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2.3 Details of Presidential Orders and Orders framMoD received are as uncer:

I Presidential sanction corveyed by Govt. of India, Ministry of

Defence, Dept. of Defence Production vide letter No. 38 (1) /2007-

D(EPC) /MDN dt. 28™ Jan, 2010 appointing Shri Gyanesh

Kurar, Joint Secretary (Naval Systems) as Part—time Official
Director w.e.f 28" Jan, 2010.

) Presidential sanction conveyed by Govt. of India, Ministry of
Defence, Dept. of Defence Production vide letter No. 38 (1) /2007-
D(EPC) /MDN dt. 14 July, 2010 appointing Dr.G.
Malakondaiah, Director, IMRL as Part—time Official Director
w.e.f 14™ July, 2010.

(M) Govt. of India, Ministry of Defence, Dept. of Defence Production
letter No. 20(8) /2009/D(EPC) / MDN dt. 12% Nov. 2009
conveying the approval of appointment of Shri P. K. Mishra ,
Addl. FA(M) & JS as “Permanent Special Invitee” on the
Board of MIDHANI w.e.f. 12% Nov. 2009.

2.4 The Bio-dataof Shri Gyanesh Kurar, Joint Secretary (NS), Shri
P. K. Mishra 2ddl. FA M) & JS and Dr. G. Malakondaiah, Director,
DMRL is given in Annx: -T.

3.0 MEETINGS OF THE BOARD AND ATTENDANCE THEREOF

3.1 The Boardmet, seven (7) times during the year under report as
campared to statutory minimum requirement of four (4) meetings
er year.

3.2 The dates of the Meetings ard the attendance of the Directors thereof
isgiven in Amnx: IT

3.3 As per guidelines of DPE, the Company has nominated
Prof. R.K. Mishra, Chairman and Dr. Mrs) B. Kinnera Murthy,
Manlcer, of the Audit Committee for the purpose of according prior
acproval to related party transactions under Accounting Standard-
18. TheRevision of Pay scales and Perks & allowances to finctional
Directors has been approved by Audit Conmittee before the sane is
sulanitted to Board for approval .
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3.4 All Board Members had disclosed to Board about the personnel
and official interests, held by them in any proprietary, partnership
or Carpany, whether singly or together with their relatives not only
at the time of their appointment on the Board but also renew such
disclosures every year in the manner prescrilbed under Sections 297,
299 and other applicable provisions of the Companies Act, 1956.
Such disclosures made in the meeting of the Board (other than ‘nil’)

are furmished hereunder:
SL. NAME OF THE BODIES CORPORATE IN NATURE OF
NO | DIRECTOR WHICH THE DIRECTOR IS INTEREST
INTERESTED
1| Shri Gyanesh ) M/s. Mazagon Docks Ltd. Part-time Official
Kumar Mumbai Director
2 M/s Garden Reach Ship- -do-
Builders & Engineers Ltd.
Kolkata
3 M/s Hindustan Shipyard —do-
Litd. Vizag.
2| Shri R.K. Mishra |1 Canopus Shipping & Nominee
Trading (P) Lid, Director
Bombay .
2 Fertilisers & Travancore -
Chemicals Limited, Kerala
3| Dr. Mrs.) State Trading Corporation, Independent
B.Kinnera Murthy New Dehli Director.

3.5 2(two) resolutions were passed through ciradlation amongst Directors,
ane regarding aonstitution of Board level Camittee to fill the posts
of QM & AGM during the year under report, and another regarding
grant of armual adoption of uniformdate for including non—unionised
Supervisory cadre.

4.0 ANNUAL GENERAL MEETINGS:

a All the Anmual Gereral Mestings of the Carpany were held at the Registered
Office of the Carpany. The details of suchnestings for the last 3 years isasuder
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No.of | Financial | Date of the | Date of the Venue of
AGM Year Meeting Meeting the Meeting

33 | 2006707 28.09.707( 1230 Hours | M/s. Mishra Dhatu
34 | 2007-"08| 26.09.708 | 1200 Hours |NigemLtd. Regd.Office,

35 | 2008-709| 25.09.709 | 1000 Hours | F-O- Kanchan Bagh,
Hyderabad-500 058.

b During the year under report and previcus 3 financial years, the
following Special Resolutions were passed amending the
provisions of Mamorandum and Articles of Association of the
company:

- To amend the Articles of Association in the matter of
empowering the Roard of Directors of the Company to create
a post of Chief General Manager at below Board level in the
Campany in Grade —IX. The Special resolution was passed in
the AGM held on 28.09.2007

- To amend Memorandum & Articles of Association for the
purpose of increasing the Authorised Share Capital of
the Company from the then limit of Rs. 140 Crores to
Rs. 200 Cr. The Special and Ordinary resolutions were passed
in the EGM held on 30.01.2009.

- To amend Articles of Association for enabling the Board of
Directors of the Company to exercise the enhanced powers
conferred for Mini-Ratna Category-I PSUs. The Special
resolution was passed in the EGM held on 28.10.2009

4.1 The Canpany has not passed any Resolution through “Postal Ballet”
5.0 MEETING OF THE BOARD’S COMMITTEES

5.1. MIDHANI has two Committees of the Board functioning as on the
Gateof the report
a Audit Camittee constituted under the Adninistrative Guicelines
franMinistry of Defence, functioning since the year 2001.

b Comittee of the Board to authorize procurement of materials
beyond the delegated powers to Chaimman & Managing Director.
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¢ Remuneration Conmittee to lay down norms for Performance
related Pay (PRP) as envisaged in the quidelines issued by DPE
revising the Pay scales of Exeautives both Board and below Board
legl.

6.0 AUDIT COMMITTEE
6.1 The constitution of the Audit Cammittee during the year under

report is furmished herander :
S Name of Status Date of
No. the Director Appointment
or change in
the Committee

1 | Prof.R.K. Mishra, Chairman| 01.01.2008
Part-time Non Official
Indecendent Director

2 | Dr.Mrs.) B. Kinnera Member 01.01.2008
Murthy
Part-timeNon-Official
Indecendent Director

3 | Shri. V.S. Venma Member 01.04.2009
Functional Director,

(Prodn. &Mktg.)

4 | Dr. K. Harinarayana, Member [Upto:
Part-time Non Official 13.09.2009]
Indecerdent Director

5 | Rep.of Statutory Auditor | As Perma-

nent Invitee

6 | Director (Finance) -b-

7 | Rep. of Extermal On
Chartered Accountant Trvitation
fimms doing Intermal
Audit work

The Carpany Secretary acts as Secretary of the Camittee.
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6.2 The terms of reference have continuously been upgraded and
professionalised over the pericd. A copy of the tenms of reference
approved by Board and entrusted to Audit Conmittee as on date
is enclosed. [Annx: V]

6.2.1 Therewere Five (5) meetings of the Audit Camittee during the
year under report. The dates on which such Meetings were held
ard the attendance of Directors/Menbers thereof is furnished in
[Annx: II]

6.3 PROCUREMENT COMMITTEE OF THE BOARD

During the year under report the Company had Two Committees
functioning apart from Audit Camittee nanely,

 Procurement Committee constituted on 22.01.2008;

(1i1) Remuneration Committee to lay down norms for Performance
related Pay as envisaged in the guidelines issued by DFE revising
the Pay scales of Executives oth Board and below Roard level.

6.3.1 The Comittee was First Constituted on 22-1-2008. The present
Constitution of the Procurement Committee as on date of

this report is as follows :

§ C&MD of the Company : Chairman

) Whole time Directors of the canpany : Members
[Both Director (Finance) & Divector
(Prod. & Mktg.)

(M) Two independent Directors on : Members
the Board locally available.

The nanination of functional directors on the cammittee was on ex—
Officiobasis. The quorum of the Camittee shall be minimum of
three (3) mambers perscnal ly present and one of wham shall be a
part=time non-official Director.

6.3.2 There were nine (9) meetings of the Procurement Conmittee
during the year under report. The dates on which such Meetings
were held and the attendance of Directors/Menbers thereof is
furmished in [Annx: II]
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6.4 REMUNERATION COMMITTEE

6.4.1 The Camittee was Constituted on 28-04-2009. The purpose and
the tenms of reference to the Camittee is as under:

3 The Camittee shall consider all relevant issues contained in
DPE OM dt. 26.11.2008 relating to Variable Pay or
Performance Related Pay.

b To develop a robust and transparent Performance
Management System, adopting a “Bell Curve Approach” in
grading the officers so that not more than 10% to 15%
executives are “Outstanding/Excellent”. Similarly 10% of
Executives should ke graded as “Below Par”

@ To suggest a schenme for the years 2007-' 08, 2008-" 09 and
2009-"10. for fixing the adnissibility, quantum, procedure
for Determination and laying down broad policy for distrilbution
relating to Variable pay / Performance related pay, in
accordance with the provisions contained in DPE OM dt.
26.11.2008, suboject to the conditions contained under paras
1) @ & ) thereucer.

d) The suggested schere shall be made flexible tomodify or
revise it for the year 2010-" 11 and on wards, keeping the
st experience / hardships and affordability in view.

e) The Camittee was to carplete its exercise latest by 15%
May, 2009 and submit its recommendations to Chairman &
Managing Director which will be placed before the Board of
Directors for aooroval at its next Meeting.

f The Comittee can frame its own guidelines for conducting
its mestings.
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6.4.2 The Composition of the Committee is as under

1  Prof. R.K. Mishra, : Chairman
Part—time Non Official Director

2. Dr. Mrs.) B. Kinnera Murthy,
Part—time Non Official Director : Member

3 Shri N.V. Ram Anand, : Member Secretary
General Manager (HR)

4, Shri B.G. Raj, : Member
General Manager (Coml)

5  Shri P.P. Recly,
Addl. Genl.Mgr. (PPC) : Member

The Camittee has met on several occasions and suamitted its report.
The said report is under examination of Top Management.

6.5 The Chaimman of the Audit Camittee or another Independent Part-
time Non-Official Independent Director who is amerber of the Audit
Camittee, have been designated as person (s) responsible for
according prior approval for related party transactions

(AS-18) as contemplated under DPE guidelines.

6.6 Corporate Management Committee Meetings

6.6.1 The Comnittee normally meets twice a month. During the year
under report, the Camittee met on 20 times.

6.6.2 The Constitution of the Camittee consists of all senior level
functionaries of the Company mostly Addl. General Manger and
above levels. All the proceedings of the Conmittee are minuted
ard the decisions taken thereat are aonstantly reviewed in the form
of “Action Taken Report”

6.6.3 This Camittee continues to play an important role in resolving
inter/intra departmental delays or bottlenecks and strives to achieve
free flow of work at varicus levels in the organisation.
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7.0 CODE OF CONDUCT FOR DIRECTORS AND
SENIOR EXECUTIVES

7.1 The Coce of Conduct and business ethics as suggested by DPE in its
guidelines relating to Corporate Governance has been adopted by
the Carpany in respect of its Directors and Senior Ievel Executives.

7.2 The Code has also been posted on the company’ s web-site. The
Directors and the Senior Executives have given declarations affimming
the canpliance with the code of conduct during the year under regort.

7.3 A Certificate on such Carpliance issued by Chief Executive of the
Conpany has been mace a part of this report.

8.0 DISCLOSURES

i During the year there were no transactions of material and
significant nature with the Shareholders, Directors or Senior
Management personnel or their relatives that had potential
conflict with the interest of the Carpany at large and attracting
the provisions of Section 297 of the Conmpanies Act, 1956,
exoept salaries, fees, perquisites allowed as per extant rules of
the Campany.

i1  Disclosure of related party transactions as per Accounting
Standard - 18, issued by the Institute of Chartered Accountants
of India, isgiven innotenos 14.1 & 14.2 of Schedule 20 1.e. the
notes forming part of Annual Accounts for ‘09-'10. All the
transactions covered uncer related party transactions were fair,
transparent and at arms’ length and were pre—-approved by
carpetent authority naminated for this purpose.

i Nopenalties and strictures were imposed on the Company by
any Statutory Authority on any matter related to any guidelines
issued by Covermment during last 3 years.

¥ Aformal whistleblower policy is yet tole rought into geeratio.
However, during the year under report no personnel has been
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denied access to the Mambers of the Audit Comittee or its
Chairman.

v Ore (1) Presidential Directive has been received by the Carpany
during the year under report in regpect of Revision of Pay Scales of
both Roard and Below Board Ievels w.e.f. 01.01.2007. The
Presicential Directive hasleen inplarented excspt with regard to
Performance Related Pay, which will ke implemented when once
conmon modus operandi emerges among Defence PSUs.

¥ There were no items of expenditure included in the Financial
Statements which are personnel in nature to any Menter of the
Board or Senior Management of the company except as
permitted by the extant rules in force in the Campany.

vl There were no items of expenditure included in the Financial
Statements which are incurred not for purposes of the business.

i The Adninistrative and Office Expenses as a percentage of total
expenses was 1.90 % as compared to 1.65% in the previous year
and such percentage in reseect of financial excenses was 0.49%
when compared to 0.06 $ in the previous year.

9.0 COMMUNICATION
9.1 The means of comunication is friendly between the company and

its Sareholders, Directors, Custarers, Sugeoliers, other Associates
and Stakeholders.

9.2 A factual report on the compliance of Corporate Governance
Guicelines is being reqularly fumished to the Advinistrative Ministry
onquarterlybasis.

9.3 A campliance report by CEO of the Canpany regarding compliance
of the Guicelines on Corporate Governance for Cantral Public Sector
Enterprises, 2007 issued by Dept of Pubic Enterprises has been
macke part of this Report.

10.0 MANAGEMENT DISCUSSION AND ANALYSIS REPORT
A separate report is enclosed at Annx: I1T
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ANNEX -T
Shri Gyanesh Kumar, Joint Secretary (Naval Systems) ,MoD

Shri Gyanesh Kumar, aged 46 years, belongs to 1988 Batch of Indian
Adninistrative Service (Kerala Cadre) . He is an Engineering Graduate in
Civil discipline fran ITT, Karpur. He also holds Diplama in Business Finance
fram ICFAT, Hyderabad and also studied Environmental Econamics fram
HIDD Workshop, Harvard University, USA. He is presently holding the
post of Joint Secretary Naval Systars) an inportant post in the Department
of Defence Production, Ministry of Defence, Govt. of India. He hadwide
experience in adninistration, finance and other disciplines andheld varicus
prestigicus positians like Assistant Collector/Suo-Collectar, 2door, Kerala;
Managing Director of the Kerala SC/ST Corporation; Comnissioner,
Corporation of Cochin, Kerala; Private Secretary to MOS (Non-
Conventional Energy Sources), Govt. of India; Under Secretary
(Intermational Coogperation), Ministry of Touriam, Govt. of India; Private
Secretary to Cabinet Minister for Tourism & Parliamentary Affairs Govt.
of India; Camissioner (Housing) Delhi Developrent Authority, Govt. of
India; Managing Director of the Kerala State Cooperative Rank; Dirvector
of Industries & Camrerce, Kerala; District Collector, Errakilam District,
Kerala; Secretary, Finance (Resources) Kerala; Secretary, Pubolic Works
Department, Kerala; Commissioner, Guruvayoor Dewasan Board, Kerala;
Secretary, Modemising Govt. Program, Kerala; Secretary (Foods& Civil
Sucplies & Consurer Affairs); Secretary (Animal Husbandry & Dairy
Development) & Managing Director (Trivandrum Airport Dev. Society)
Kerala.

Shri P.K. Mishra, Addl.FA (M) &JS, MoD

Shri P.K.Mishra belongs to 1984 batch of the IA &AS. Shri Mishra
has wide international experience and was menber of several Missions to
appraise the working of UN agencies on behalf of the UN Board of
Aditors. He served as the Special Secretary to the Goverrment of Orissa
in the Department of Fnergy and was intimately associated with the Power
Sector reforms in Orissa. Shri Mishra also served as Special Secretary
to the Government of Orissa in the Finance Department and was
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associated with the introduction of VAT in the State. He worked as
Accountant General, Orissa and as Accountant General, Delhi. He was
posted as Principal Director looking after the Audit of Public Sector
Uncertakings in the Office of CAG of India prior to his appointment as
JS & Additional Financial Adviser in the Ministry of Defence.
Dr. G. Malakondaiah, Director, DMRL
Dr. Malakondaiah dotained his Ph.D. degree inMetal lurgical Fngineering
fran Banaras Hindu University (BHU) in the year 1980. He served on the
Metallurgy faculty of B for two years as lecturer (1980-82) prior tohis
joining Defence Metal lurgical Research Iaboratory (IMRL) in Octdoer,
1982. He carried out post—doctoral research on advanced titanium
alumninides for two years (1992-1994) at Wright—Patterson Air Force Base,
Ohio, USA as NRC Senior Research Fellow. At DVRL, he rose to the
positionof Se. & inJuly, 2001 and assured the resoonsibi lities of Director
onJune 1, 2007. He has subsequently been elevated to the position of Sc.
‘H' in July, 2009 and Distinguished Scientist in July, 2010. His research
work has been broadly in the area of advanced mechanical metallurgy,
with special emphasis on structure-mechanical property correlations in
metals and alloys and develoarent of specialty steels. A carprehensive
research programe undertaken by him at IMRL has 1ed to the develoarent
of a new ultra-high strength, high toughness low-alloy steel, designated as
[MR-1700, with strength-toughness carbination quite canparable to 250
grace steel. Under his leadership, tedmnology for indigenous production of
IBclass raval steels has successfullybeen established. In recognition of
these cutstanding contributions, he was awarded Scientist of the Year
(2000) and 2Agni Award for Excellence in Self-Reliance (2005) by DRDO.
He has also received National Metallurgists’ Day award (1992), SATL Gold
Medal (1997) and MRST Gold Medal (1998) . Currently working towards
DMRL becoming a nodal agency to meet the challenging materials
requirements of HSTDV programme. He has more than 100 technical
papers to his credit. Under his quidance FIVE Doctoral degrees have lbeen
awarded. He is a Fellow of Andhra Pradesh Akademi of Sciences and
Indian National Academy of Engineering.
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ANNEX -IT

DETAILS OF THE MEETINGS HELD DURING THE YEAR AND
THE ATTENDANCE OF THE DIRECTORS THEREOF

BOARD AUDIT COMMITTEE
q. NAME & DESCRIPTION NO. OF MEETINGS NO OF NO. OF MEETINGS NO OF
No. OF DIRECTOR . ig\G}gTBEEN MEETINGS| QESETBEEN MEETINGS
S/SHRI ATTENDED ATTENDED ATTENDED ATTENDED
1 M. NARAYANA RAO 7 7 NA NA
2 GYANESH KUMAR 3 2 NA NA
3 S.N. MISRA 4 4 NA NA
4 DR. DIPANKAR BANERJEE 6 3 NA NA
5 PROF. R.K. MISHRA 7 7 5 5
6 IDR. (MRS.) B.KINNERA MURTHY 7 7 5 5
7 V. S. KRISHNA MURTHY 7 7 5 5
8 V.S. VERMA 7 6 5 5
9 DR. KOTA HARINARAYANA 2 0 2 0
PERMANENT SPECIAL
INVITEE:
10. P. K. MISHRA 4 3 NA NA
11. SMT. ANURADHA MITRA 1 0 NA NA
2. DILIP BISWAS 2 2 NA NA
13. STATUTORY AUDITORS 1 1 5 3

Ieave far absences fram the Directors were recorded at every Meeting in case of their inahility to
attend due to unavoidable reasons

COMMITTEE OF BOARD GENERAL MEETINGS*
q. NAME & DESCRIPTION NO. OF MEETINGS NO OF NO. OF MEETINGS NO OF
No. OF DIRECTOR . ig\G}gTBEEN MEETINGS| QESETBEEN MEETINGS
S/SHRT ATTENDED ATTENDED ATTENDED ATTENDED
1 M . NARAYANA RAO 9 9 2 2
2 GYANESH KUMAR NA NA NA NA
3 S.N. MISRA 1 1 2 1
4 DR. DIPANKAR BANERJEE NA NA 2 0
5 PROF. R.K. MISHRA 10 10 2 2
6 IDR. (MRS.) B.KINNERA MURTHY 10 10 2 1
7 V. S. KRISHNA MURTHY 10 10 2 2
8 V.S. VERMA 9 5 2 1
9 DR. KOTA HARINARAYANA NA NA NA NA
PERMANENT SPECIAL
INVITEE:
10. P. K. MISHRA NA NA NA NA
11. SMT. ANURADHA MITRA NA NA 2 0
2. DILIP BISWAS 1 1 NA NA
13. STATUTORY AUDITORS NA NA 2 0

* Annaul General Mesting held an 25.09.2009; Extraordinalry General Meeting held an 28.10.2009;
Ieave far absences fram the Directors were recorded at every Meeting in case of their inahility to
attend due to unavoidable reasons
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Annx:I1T
MANAGEMENT DISCUSSION AND ANALYSIS

1.0. INDUSTRY STRUCTURE AND DEVELOPMENTS

1.1 The Company is a Pubic Sector Undertaking under the
Pdministrative control of Dept. of Defence Production, Ministry of
Defence, Govt. of India, incorporated in the year 1973. Themain
dbject of the campany is to manufacture and process all grades,
types, sizes of superalloys inpartiadlar and other seecial metals and
their alloys in the formof ingots, billets, forgings, rolledand extnioed
sectians, strips, foils, wires, tibes, and other wraxght, cast, sintered,
faori cated shapes and forms required for aircraft, rockets, missiles,
electronics, instrurents, andallied industries in India or elsewhere
either indgpendently or in collaboration with others.

1.2 The carpany has single manufacturing unit with Registered Office
situated in Hyderalbad in the State of Andhra Pradesh. It possess
wide range of facilities recognised in metallurgical industry and
produces wide variety of products applying varied state—-of-art
technologies and processes under are roof. Tt is unique of its kind in
the whole of Asia. The mission of the Canpany is to achieve self-
reliance in the research, develoarent, production and supply of
strategicnaterials and products for critical and hi-tech engineering
golications.

1.3  The Company mainly caters to the needs of critical materials and
alloys required by strategic sectors of cur country like Defence,
Space, Atamic Energy, RAeronautics etc. The products produced
by MIDHANT are basically import substitutes which were denied
to India by western world and their non—availability would have
effected various prestigicus Natioral programs of the country. The
Company had fully absorbed the technologies offered by
collaoorators during its initial stages and fully regped the berefits
asscoiated with such technologies. With the constant develaarents
macke over the years invarious operational areas, by utilising in—
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house R&D capabilities; the corpany indigenised various critical
technologies, alloys and products which reduced dependence on
imports of these critical materials.

2.0 ORGANISATION

2.1  Themain operative Divisions/Departments of the aarpany consisted
of Production Planning & Control, Production Divisions,
Technology, Methods & R&D Depts, Quality Control. The
production function is optimally integrated to Material planning
& procurement, Marketing, Finance and other logistic Divisions.

2.2 Nature of Operations

2.2.1 MIDHANT continues to focus on carrying out improvements in
ageerational processes and product improverents by putting in
place, a rdoust monitoring model to achieve repeatable and
predictable results. The necessity to fulfill the ever increasing
canards for stringent specificational requirarents of the Strategic
custarers of the Canpany provides the basic thrust and driving
force to the organization to suitably frame its policies and
procedures inevery sphere of organizational activity to discharge
itsamal.

3.0 STRENGTH AND OPPORTUNITIES
The SWOT analysis is given in Annx: IV

4.0 SECTOR WISE PERFORMANCE

4.1. Presentlyabout 82 % of MIDHANI' s products cater to strategic
sectors viz Indian Space Research Organization (ISRO),
Department of Atamic Fnergy (DAE), Ordinance Factories (OFB),
Defence Research and Development Orgnization (DRDO) and
Naval applications, etc. In addition MIDHANT also sugelies special
alloys to commercial sector including Larsen & Toubro,
Wallchandnagar, Sandvik Asia etc., which also goes into Defence
and Atanic energy sectors of our country. During the year 2009-
"10 the percentage of MIDHANI' s sugplies accounted for 32% to
Defence; 26% to Space; 24% to Atomic Energy and the balance
to other camercial sectors.
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4.2 The alloy wise performance in the turmover for the last 2 years is

given heraunder:
2009-2010 2008-2009
Grade Q. Value Qy. Value
(Rs. Lakhs) (Rs. Lakhs)
Sucer alloys, 2,429 371.21 1,908 | 309.11
Titanium Alloys
and Special
Stainless
Steels, etc.

4.3 The order book position is standing at Rs. 738 Cr. at the keginning
of the year 2010-"11. This bulk order booking on hand, in tumm,
enables the Company to reap economies of scale in production
campaigns and outsourcing contracts besides manifesting the
confidence reposed by major custarers on the Campany.

5.0 MODERNISATION & UP-GRADATION PROGRAM

5.1 In the recent past, the demand for MIDHANI products has grown
substantially but with a rider that they shall meet the stringent
advanced technical specifications demanced by the Strategic Sectors
of our Country, with uncompromising quality, particularly in
RPerospace Sector. The existingplant, equiprent and technologies
were of three decades old and could not meet the growing
expectations of Govt. and critical programs of National importance.
To overcare the gap, a well thought out strategy of Modermising
and expanding the existing facilities hasbeen opted for. The sare is
uncer implarentation with the active sugcort of Ministry of Defence,
Govt. of India. The Phase-T of exapnsion supported by Major
customers of MIDHANI like VSSC, DRDO, HAL etc., has been
campleted. The Phase-1T of Modemisation & Uo—gradation, wherein
procurement of major equipment like 6000 T Forge Press, Small
ring Rollingmill, 10T VAR, ESRetc., has been currently under active
and advanced stage of inmplementation. Themain aim in this phase
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is to inmprove capacity utilisation of the Plant, to create confidence
among major customers on technological capabilities of MIDHANT
in meeting stringent advanced high-tech specifications besides
achieving productivity/ process /yield improvements. The program
is expected to take sare shape by end of the Financial year 2010-
"11. An amount of Rs. 92 Cr. as Financial support has already been
received framGovt. of India in the form of Equity and ILoan.

5.2 The Canpany is set to move forward on a path of rapid growth with
a further investment of Rs. 355 Cr. (Agox.) toattain asale tumover
of Rs. 1000 Cr. by the year 2016.

6.0 RISKS AND CONCERNS

6.1 Thewolatilerature of prices of critical imported rawnaterial in the
Intermational market ard their availability coupled with unfavourable
trend in exchange rates of Rupee with USS, play adversely on the
caneetitive advantage of the Canpany.

6.2 Difficulties / delays are expected to arise in sugplying critical
equipment to MIDHANI by some countries in the Western World.
This cougpled with the wice fluctuations in foreign exchance rates i.e
Rs. vs. USS, isexpectedtoresult inheavy cost and time overnins
in executing canpany”’ s expansion projects.

6.3 In order to gain confidence arnd trust frommajor custarers of the
Carpany, concrete action plans need to be put in place whereby
various programs of knowledge upgradation, cost reduction
measures, yield inprovaments, efficient utilization of plant reverts,
close monitoring of power & employee costs etc., have been taken
up as thrust areas during the year under recort.

0.4 Power & Fuel Costs

Constant reviews are to be taken up to keep the Power and Fuel
costs at gotimum levels. Efforts have tole made to bench mark the

consunption pattem by taking indices fram reputed industry leaders.
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6.5 Meeting Customers’ stringent and dynamic technical
Specifications
The carpany’ s aim to achieve custarers’ celight is not possible unless
innovative activities and inproverents in processes, products, product
aolications etc., are carried out with technological excellence and
expertise tomeet the Custarers’ stringent and dynamic technical
Seecifications. Required thrust and foaus was to e given to overcare
tednological dhallences.

6.6 Horizontal and vertical integration of cormpany’ s activities with the
activities of itsmajor custarers and suopliers is another area where
Management has een taking policy initiatives. Soon these efforts
may yieldletter results.

6.7 Timely Deliveries

Fnsuring timely deliveries has been the main area of attention of
Managament.. ITn order to expedite deliveries and cut down production
cycle time, several efforts were mace including constant reviews at
regular intervals to cut down operational delays and put in place
systematic planning for outsourcing of some of the company’ s
operations to pramier institutions in the field of steel / alloymeking
like ASP, RSP, SATI, Bay Forge etc., wherever such facilities are
cost effective and quicker. Tt is expected that these measures would
yieldletter results.

7.0 INTERNAL CONTROL SYSTEMS AND THEIR
ADEQUACY

The campany has put in place all required internal controls and
systams tomeet all the cannons of financial propriety. External
Audit firmms who were engaged to carry aut intemal audit, continue
their efforts to ensure adequacy of such systems and controls and
report thereon. Adetailed analysis of the regorts of intemal adit
fimms as well as reports of internal audit department of MIDHANT
was mace a standard term of reference to Audit Conmittee which

reviews these reports periocdical ly.
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8.0 FINANCIAL PERFORMANCE
8.1 The Summarized financial position for the 3 preceding Financial
Years is given below:

(Rs Crore)
q. Particulars 2009-"1012008-"09| 2007-" 08
No.
I LIABILITIES
a ) Paid Up Capital 146.34 146.34 | 137.34
) Reserves and Surplus | 127.59 93.42 61.97
b Loan Funds 44 .37 9.07 -
Q Deferred Taxes 0.47 0.96 0.90
d ) CQurentIlisbilities 475.95 386.17 | 353.20
& Provisions
) Gratuity Provision 0.17 0.18 0.09
Share aoplication money 37.00 - -
TOTAL 831.89 636.14 | 553.50
I ASSETS
) Net Block 36.77 27.79 26.68
I Capital Work in Progress 15.50 35.22 3.85
g Investrents 2.10 2.10 2.10
h Current Assets, 777.52 571.03 | 520.87
Loans & Adv
L | Misc. Expenses not - - -
written off
TOTAL 831.89 636.14 | 553.50
) Working Capital 227.57 184.68 | 167.67
R Capital Employed 264.34 212.65 | 194.35
L Net Worth 273.93 239.76 | 199.31
m) | Net worth per rupee of
paidup capital (Rupcees) 1.87 1.64 1.45
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8.2 WORKING RESULTS

8.2.1 The campany for the seventh time in succession achieved
“EXCELLENT” MoU rating for all round growth and overall
financial and gperational perfarmence in the year 2009-'10. The
significant highlights of the perfonmance far the year 2009-'10
ard a carparison with the previous two years are as under :

Rs inCr.)
q. Particulars 2009-"10 [ 2008-"09[2007-" 08
No
1 Sales —To Custarers 314.60 271.42 229.93
Sales -Export 0.23 = 1.19
Sales—Digcatches to 56.38 37.69 23.89
Sub—Contractors
2 Value of Production 373.24 364.03[ 296.40
(Tncl.FD)
3 Cash Profit (Excl. 70.85 66.06 57.38
prior pericd itams)
4 Profit Before Tax 67.66 62.90 54.95
5 Net Profit (PAT) 44.62 41.06 35.54
6 Value Added 237.57 214.87| 176.53
7 Value added per
enployee 0.1995 0.1748| 0.1397
8 Value Added per
Direct Worker 0.615 0.557 0.457
9 Productivity
per employes 0.313 0.296 0.234
10 | PaidupCapital 146.34 146.34| 137.34
11 | Capital Employed 264.34 212.65| 194.35
12 | Net Worth 273.93 239.76| 199.31
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q. Particulars 2009-"10 [ 2008-"09]2007-"08
No
13 | Working Capital 227.57 184.68 167.67
14 Contribution to

Exchequer 62.95 66.51 54.83
15 | No of Employees 1,191 1,229 1,264

8.2.3 Sare of the important financial ratios on the financial health and
working of the Carpany at the end of last three years are as under:

5.No. Ratios 2009-"10 [2008-"09]2007-"08

A. Liquidity Ratio (inFercentages)
Current Ratio 147.81 147.87 147.47
(Current Assets to Current
Lidbilities and Provisions,
Interest accrued due but
excluding provision for
Gratuity)

B ProfitanilityRatics

9 Profit Before Tax to
i) Capital Frployed (%) 25.60 29.58 28.27
ii) Net worth (%) 24.70 26.23 27.57

i11) Sles %) 18.23 20.35 21.55
b Profit After Tax 30.49 28.06 25.88
to Equity (%)
¢ Eamings Per Share
(in Ripees) 304.88 280.55 258.79

8.2.4 Amount available for Agpropriation :

The amount available for appropriation is Rs.44.62 Cr. as against
Rs. 41.06Cr. in theprevious year.
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9.0 HUMAN RESOURCE DEVELOPMENT
9.1 The total manpower strength of MIDHANI as on 31.3.2010 is as

under :
Non- Non- Execu- | Total
Executives | Unionised thes
Supervisors
Male 748 154 236 1138
Female 277 7 19 53
Total 775 16l 255 1191
Previous Year 837 143 249 1229
* Including functional Directors and deputationist (4 nos)

9.2 Employee related costs have gone up to 24.9% by around
Rs. 18.44 Cr. inview of implamentation of recomendations of 2
Pay Revision Camnittee constituted by Govt. as compared to 15%
by araund Rs. 9.69 Cr. in the previcus year.

9.3 The concept of Performance Related Pay (PRP) has been newly
introduced to make employee participation in the performance of
the Canpany with new zeal and thrust. The modalities for the same
are under canpilation and it is expected that the same wouldbe put
inplace in the Current Financial Year.

9.4 The rational distrilbution of man power between Adninistration and
Production Depts., and between non-executives and executives,
optimum degree of autamation in geerations are sare of the areas
that received focused attention during the year under report.

9.5 Considering the age mix of the employees and the major natural
separations taking place in the year under report and also during
the years to care, the Canpany needs to focus its attention in re-
deployment and fresh induction of contemporary skills and exeertise
fram the market.
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9.6 Employees’ Remuneration

9.6.1 The total expenditure incurred on the Employees’ remuneration
for the year 2009-" 10 was Rs.92.46Cr. as against previous year
exoenditure of Rs. 74.02 Cr.The details are as follows :

(Rs. Lakhs)
S1.No| Particulars 2009-"10 | 2008-"09
1 Salaries and Wages 6400.02 5289.97
2 Cont. to Provident 499.42 412.69
Fund & EPS
3 Gratuity 569.91 839.60
4 ILeave Encashment 461.92 173.52
5 Staff Welfare Expenditure 1313.26 684.64
(Net)
6 Leave Salary & Pension 1.50 1.86
Contribution
TOTAL 9246.03 7402.28

10.0 CORPORATE SOCIAL RESPONSIBILITY

MIDHANT as a Corporate citizen has keen discharging its social
responsibilities by undertaking various welfare measures like
comuni ty development, pollution control and echo-friendly
measures. As a part of this exercise MIDHANI became a menber
of N Gldeal Canpact and took initiatives to sugoort its principles.
MIDHANT has also been keen in taking steps to implement the
guicelines received fran Govt. of India, Dept. of Riblic Enterprises
in itstre letter ard spirit. The quicelines envisaged emarking of
separate budget for these activities with the main doject of
cevel oping carpany seecific social responsili 11ty strategies both in
long term, medium term, short termwith an inbuilt mechanism for
moni toring and accountability.
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Annx: IV
1.0 STRENGTHS

— Canpany’ s capability to manufacture a wide range of advanced
metals ard alloys invardousmill forms viz. forgings, sheets, strips,
lars, rods, wires, etc.

- World—class experience and expertise gained over 30 years in
oeerating and maintenance of various high technology equirent
and processes.

— Skilled and experienced manpower resource in manufacture of
Seecial metals and alloys.

— MIDHANI’ s systems and procedures are time tested, quality
consistent and adheres to IS0-9001:2000 certification.

— Status of self certification was accredited by prestigious

inspection agencies and major custarers of the canpany for its

syplies.
Company’ s Modermisation, Upgradation and Expansion project
would improve the campetitive edge of the Canpany.

2.0 WEAKNESSES

- Plant and Equipments are age old

- Iackof scale econanies leading tohigh incidence of overheads
and production costs.

- Iack of adequate and matching downstream facilities.

- ILongproduction cycle.

- Processing of amll lots of varicus grades requiring tailor mece
Cperations

-  Production normally involves product develoorent involving
long lead times.

3.0 OPPORTUNITIES

- With the growth of econamies in India and abroad, demand for
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- Some of the labour intensive operations required in the
manufacture can be carried out economically in India when
carpared to other countries. The additional capacities created
recently would bring in further reduction in goerating costs thus
improving Competitive edge for the Campany.

- Programs of Strategic Sectors like fast breeder reactor program,
cammercial space vehicle launches by Indian Space Research
Organization, canponents of tanks, aircrafts, suorarines, etc.
would create damand for special metals and alloys.

- Qpoortunity exdists to diversi fy into Armour products, bio-medical
implants and production of near net shape forgings.

- Home-grown technologies would reduce the country’s
Jependence on outside world.

- Synergisation and integration with other Public Sector
Undertakings for processing part of the materials

- Potential exists for ensuring long—term tie-uoes with custarers,
Joint ventures and strategic alliances etc.

4.0 THREATS

- Tack of contemporary technology as is available in other parts
of the gldee resulting in high cost with long delivery pericds.

- Adverse import duty structure for sare of the canpany’ s products

-  Hidghwlatileprices of sare of the critical imported rawnaterials
aopled with their nonravailability at times.

-  Dumping fram China in respect of Molybdenum products.

- Iack of carpetitive edge in the intermational market on account
of acove

— Riskof dosolescence in processes and procedures.

- Stiff conpeetition franprivate sector organizations in India and
aoroad.
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Annex: V
The Role/Terms/Functions of the Audit Committee

1  Overseeing of the carmpany’ s financial reporting process and the
disclosure of its financial information to ensure that the financial
Statarent is correct, sufficient ard credible.

2  Recamending to the Board the fixation of audit fees.

3 Agproval of payment to statutory auditors for any other services
rendered by the statutory auditors.

4 Reviewing, with the management, the annual financial statements
before suomission to the Roard for approval, with particular
reference to:

a Matters required tole included in the Directors’ Regoonsibility
Statement to be included in the Board’ s report in terms of
clause (2RA) of section 217 of the Canpanies Act1956;

k ances, if any, in accontingpolicies and practices and reasons
for the sare;

c Major accounting entries involving estimates based on the
exercise of judgrent by management;

d Significant adjustments made in the financial statements
arising out of adit findings;

e Carpliance with legal requirements relating to financial
Statarerts;

f Disclosure of any related party transactions; and
Qualifications in the draft audit report.

5 Reviewing, with themenagarent, the quarterly firancial statements
before suanission to the Board for agoroval .

6  Reviewing, with the management, performance of internal auditors
and adequacy of the intermal control systems.
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10

11

12

13

14

15

16

17

Reviewing the adequacy of intemal audit function, if any, including
the structure of the intermal audit dgeartment, staffingand seniority
of the official heading the department, reporting structure coverace
ard frequency of intermal audit.

Discussion with intermal auditors and/or auditors any significant
findings and follow up there on.

Reviewing the findings of any intermal irvestigations by the intermal
auditors/ auditors/ agencies into matters where there is suspected
fraud or irregularity or a failure of intermal control systams of a
material nature and reporting the matter to the Board.

Discussion with statutory auditors before the audit conmences,
aoout the nature and soope of audit as well as post—audit discussion
to ascertain any area of concemn.

To look into the reasons for suostantial defaults in the payment to
the depositors, debenture holders, shareholders ( in case of non
payment of declared dividends) and creditors.

To review the functioning of the Whistle Rlower Mechanism.

Carrying out any other function as is mentioned in the terms of
reference of the Audit Camittee.

To review the follow up action on the audit doservations of the C&2G
adit.

To review the follow up action taken on the recommendations of
Committee on Public Undertakings (COPU) of the Parliament.

Provide an gpen avenue of conmmunication between the independent
auditor, internal auditor and the Board of Directors

Review and pre—ggorove all related party transactions in the carpany.
For this purpose, the Audit Committee may designate a member
who shall ke respansible for pre-approving related party transactions.
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18 Review with the independent auditors the co—ordination of audit
efforts to assure campleteness of coverage, reduction of redundant
efforts, and the effective use of all audit resources.

19 Consider and review the following with the independent auditor
and the management;

- The adequacy of internal controls including computerized
information system controls and security, and
- Related findings and recommendations of the independent
auditor and intermal auditor, together with the management
TESOONSES.
20 Consider and review the following with the management, internal
auditor ard the independent auditor:

- Significant findings during the year, including the status of
previous audit recomendations

-  Anydifficulties encountered during audit work including any
restrictions on the scoee of activities or access to required
information.

Explanation (i) :  The term “related party tractions” shall have the same
meaning as contained in the Accounting Standards 18,
Related Party Transactions, issued by the Institute of
Chartered Accountants of India.

Explanation (ii) : If the Coampany has set up an Audit Camnittee pursuant to
provision of the Companies Act, the said Audit Camittee
shall have such additional functions / features as contained
in these guidelines.
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Annexure - V

CERTIFICATE ON CORPORATE GOVERNANCE
To
The Members of Mishra Dhatu Nigam Limited

THIS IS TO CERTIFY that M/s Mishra Dhatu Nigam Limited, a
Public sector undertaking having its Registered office at Kanchanbagh,
Hyderalbad - 500058 has adopted a Code of Business Conduct and Eth-
ics as per the “Guidelines on Corporate Governance for Public Sector
Fnterprises, 2007 issuedby Dept. of Puolic Enterprises, asperwhich it
is the responsibility of all Directors and Senior Managarent Personnel to
familiarize themselves with the code and camply with its standards; and
This is also to certify that the Board menbers and Senior Man—
agement personnel of Mishra Dhatu Nigam Limited have affirmed com
pliance with the code of the Canpany for the financial year ended 31st
March 2010
This is also to certify that M/s Mishra Dhatu Nigam Limited, has
canplied with the guidelines on Corporate Govermance issued by Depart-
ment of Public Enterprises under “Guidelines on Corporate Governance
for Public Sector Enterprises, 20077, except guidelines on Risk Man-
agement.
for MISHRA DHATU NIGAM LIMITED

(M. NARAYANA RAO)
CHATIRMAN & MANAGING DIRECTOR
Place : Hyderalad
Date : 30th July, 2010

P mn"”\"' MIDHANI : An ISO 9001 : 2000 Organisation



ANNUAL REPORT 2009 - 2010 [audi tors’ Report

AUDITORS’ REPORT

To

The Members

Mishra Dhatu Nigam Limited
Hyderabad

L We have audited the attached Ralance Sheet of Mishra Dhatu
Nigam Limited as at 31°° March 2010, the Profit and Loss
Account and also Cash Flow statement for the year ended on
that date annexed thereto. These financial statements are the
resgponsibility of the Company’ s menagement. Qur responsibility
is to express an gpinion on these financial statements based on
aur axdit.

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

3 As required by the Canpanies (Auditor’s Report) Order, 2003
as amended by the Companies (Auditors’ / Report) (Amendment)
Orcer, 2004 issued by the Central Goverrment of India in terms
of sub-section (4R) of section 227 of the Canpanies Act, 1956,
we enclose in the Annexure hereto a statement on the matters
specified in paragraphs 4 and 5 of the said Order.

4, Further to ocur caments in the Annexure referred to in paragraph
3 above, we report that:
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3 We have dotained all the information and explanations which
to the best of cur knowledge and kelief were necessary for the
purrose of our audit.

b In our gpinion proper books of account as required by law
have been kept by the Company, so far as appears from our
examination of those books.

Q@ The Balance Sheet, Profit and ILoss Account and Cash Flow
Staterent dealt with by this report are in agrearent with the
locks of account.

d Inour opinion, the attached Balance Sheet, Profit and Loss
Account and Cash Flow Statement dealt with by this report
comply with the mandatory Accounting Standards referred
in sub-section (3C) of section 211 of the Carpanies Act, 1956,
exoept.

Non-compliance of AS-17 - Segment
Reporting as referred in Note No.21 in
Schedule 20 to the financial statements.
However, this has no effect on the profit
for the current year.

g In terms of Ministry of Law, Justice and Conmpany Affairs,
Department of Company Affairs General Circular No.8/2002,
dated March 22,2002, Government Companies are exempt
fram the applicability of the provisions of Section 274 (1) (g)
of the Canpanies Act, 1956. Hence, no camments are offered.

I InourQoinion and to the best of cur information and according
to the explanations given to us, the said accounts subject to
Para—-4 (d) above and read together with the Significant
Accounting Policies and other notes thereon particularly

regarding:
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- Non—receipt of confimmation of kalances, in respect of
customer finance projects, pending settlement of
acoounts (Note—4 (ii) in Schedule 20)

- Balances in Sundry Debtors, Loans & Advances, Claims
Receivable, Deposits, Sundry Creditors, Materials with
omtractors/sub-contractors and others which are suoject
to confimmation and/or reconciliation (Note No.6 in
Schedule 20)

the said accounts give the information required by the
Campanies Act, 1956, in the manner so required, and
give a true and fair view, in conformity with the
accounting principles general 1y acoepted in India.

i} In the case of Balance Sheet, of the state of affairs of
the Company as at 31st March, 2010.

() In the case of Profit and Ioss Account, of the Profit of
the Company for the year ended on that date; and

(i) In the case of Cash Flow Statement, of the cash flows
of the Campany for the year ended on that date.

For Satyam and Veerabhadra
Chartered Accountants
Reg. No.003666S

Place : Hyderabad,
Dated: 02.07.2010 (K.V.Chalamaiah)
Partner
Membership No.205574
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Annexure to the Auditors’ Report
(Referred to in Paragraph 3 of our report of even date)

RE: MISHRA DHATU NIGAM LIMITED

! a The Company has maintained proper records showing full
particulars including quantitative details and situation of fixed
assets, on the basis of available information.

h Asexplaired tous, the fixed assets have been physically verified
by the management during the year, in a phased manner which
in our goinion is reasonable, having regard to the size of the
Company and nature of its assets. As per the information made
available to us, no material discrepancies were reported on
such physical verification. In our opinion the findings of the
physical verification process need to be documented and
summary of the findings to be recorded.

¢ Inour goinion, the Carpany has not digcosed off any substantial
part of fixed assets, during the year.

() a Asexplainedto us inventories have been physically verified by
the management at the year end. Inour opinion, the frequency
of verification is tobe improved.

kh In our opinion and according to the information and
explanations given to us, the procedures of thysical verification
of inventories followed by the management are reasonable and
acdequate in relation to the size of the Carpany and the nature
of itshusiress.

¢ The Company has maintained proper records of inventories.
As explained to us, the discrepancies noticed on physical
verification by the management valuing Rs.29.62 lacs
pertaining to earlier years are brought into account and we are
of the gpinion that the same have been progerly dealt with in
the books of account.

i) The Company has not granted or taken any loans to/from
campanies, firms or other parties covered in the register
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MIDHANI

maintained under Section 301 of the Companies Act, 1956.

In our opinion and according to the information and
explanations given to us, there are adequate intemal control
system commensurate with the size of the Company and the
nature of itslusiness for the purchase of irventory, fixed assets
and also for the sale of goods and services. During the course
of our audit, we have not dobserved any major weaknesses in
intermal control system.

According to the information and explanations given to us, there
are no transactions made in pursuance of contracts or
arrangements, that needed to be entered into in the register
maintained under Section 301 of the Companies Act, 1956.

The Canpany has not accepted any deposits fram the public.

In our opinion, the internal audit system of the Company is
camensurate with its size and nature of its business.

We have broadly reviewed the books of account relating to
materials, labour and other items of cost maintained by the
company pursuant to the Rules made by the Central Government
for the maintenance of cost records under Section 209 (1) (d) of
the Companies Act, 1956 and we are of the gpinion that prima
facie the prescribed accounts and records have been made and
According to the records, the Company is generally regular in
depositing undisputed statutory dues including Provident Fund,
Investor Education and Protection fund, Employees’ State
Insurance, Incore Tax, Sales Tax, Wealth Tax, Custaoms Duty,
Excise Duty, Cess, Service Tax and other statutory dues with
the gooropriate authorities.

According to the information and explanations given to us, no
undisputed amounts payable in respect of income tax, wealth
tax, sales tax, custams diuty, excise duty and cess were in arrears,
as at 31.3.2010 for a pericd of more than six months from the
date they became payable.
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c. The disputed statutory dues aggregating to Rs.57.49 lakhs,
that have not been deposited on account of matters pending
before appropriate authorities are as under:

Name of the | Nature of Forum where | Amount
Statute the Dues dispute Rs.)

is pending
Finance Act, Service Custams,Central | 57,49, 223
1994 Tax Excise
(Service & Service Tax
Tax) Pppellate

Trilbnal,
Bangalore.
& The Company has no accumilated losses as at the end of the

current financial year and has not incurred any cash losses
during the financial year covered by our audit or in the
imediately preceding financial year.

(1) In our gpinion and according to the information and explanation
given to us, the Company has not defaulted in repayment of
dues to financial institutions or kanks.

(i) In our geinion and according to the information and explanation
given to us, no loans and advances have been granted by the
Company on the basis of security by way of pledge of shares,
deoentures and other securities.

(i) In our opinion, the Conmpany is not a chit fund or a nidhi /
mutual benefit fund/ society. Therefore, Paragraph—4 (xiii) is
not gaolicable.

(&xiv) The Company does not deal or trade in shares, securities,
deentures and other investments. Therefore, Paragrach—4 (xiv)
isnot goplicable.
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()

The Company has given guarantees for loans taken by others
from banks or financial institutions. According to the
information and explanations given to us, we are of the cpinion
that the terms and conditions thereof are not prima-facie
prejudicial to the interests of the Carpany.

The Company has raised Rs. 16.00 lakhs as term loan from
Ranks/Financial Institutions and Rs.3700 lakhs as term loan
framGovt. of India during the year.

According to the information and explanations given to us and
on an overall examination of the Balance Sheet of the Camcany,
we are of the gpinion that the Company has not utilized any
funds raised on short termbasis for long—term investment.
During the year, the Company has not made any preferential
allotment of shares to parties and canpanies covered in the
Register maintained under Section 301 of the Companies
Act, 1956.

The Company has not raised any money by way of issue of
Odcentures.

The Company has not raised any money by way of public issue.
Therefore, Paragrach—4 (xx) is not applicable.

According to the information and explanations given to us, no
fraud on or by the Canpany has been noticed or reported during
the year.

Place :

Dated:

MIDHANI

For Satyam and Veerabhadra
Chartered Accountants
Reg. No.003666S
Hyderabad,
02.07.2010 (K.V.Chalamaiah)
Partner
Membership No.205574
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COMMENTS OF THE COMPTROLLER AND AUDITOR
GENERAL OF INDIA UNDER SECTION 619 (4) OF THE
COMPANIES ACT, 1956 ON THE ACCOUNTS OF MISHRA
DHATU NIGAM LIMITED, HYDERABAD FOR THE YEAR
ENDED 31 MARCH 2010.

The preparation of financial statements of Mishra Dhatu Nigam
Limited, Hyderabad for the year ended on 31 March 2010 in accordance with
the financial reporting framework prescribed under the Carmpanies Act, 1956
is the responsibility of the management of the Campany. The statutory auditor
appointed by the Camptroller and Auditor General of India under Section
619(2) of the Canpanies Act, 1956 is responsible for expressing geinion on
these financial statements under Section 227 of the Companies Act 1956
based on the independent audit in accordance with the auditing and assurance
standards prescribed by their professicnal body, the Institute of Chartered
Accountants of India. This is stated to have been done by them vide their
Audit Report dated 02 July 2010.

I, on thebehalf of the Carptroller and Auditor General of India, have
conducted a supplaementary audit under Section 619(3) (b) of the Campanies
Act, 1956 of the financial statements of Mishra Dhatu Nigam Limited
Hyderabad for the year ended on 31 March 2010. This supplementary audit
has been carried cut independently without access to the working papers of
the statutory auditors and is limited primarily to inquiries of the statutory
auditor and company persconnel and a selective examination of some of the
accounting records. On the basis of my audit, nothing significant has care to
my knowledge, which would give rise to any comment upon or supgplement to
Statutory Auditor’ s report under Section 619 (4) of the Canpanies Act, 1956.

For and on the behalf of the
Camptroller and Auditor General of India

Place: Hyderabad,
Date : 29 July 2010 (Dolly Chakrabarty)
Principal Director of Commercial Audit &
Ex-Officio Member, Audit Board,
Hyderabad
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SIGNIFICANT ACCOUNTING POLICIES

1.0 Accounting Method

The Financial accounts are prepared under the accrual basis at
historical cost unless otherwise stated.

2.0 Fixed Assets

2.1.1 Iand received fram the Goverrment as alienation/acquisition
has been valued either at cost or estimated market value as
indicated by State Government pending determination of
h&m 114 .

2.1.2 The expenditure on developrent of open land is capitalized as
part of the cost of lard.

2.2 Other fixed assets are stated at cost. Cost includes, where
apelicable, allocation of expenditure during construction and
expenditure as part of start up and camissioning.

2.3 Capital works, dore intemally, are valued at prine cost i.e.,
cost of direct labour, direct material and direct expenses

2.4 Initial pack of spares procured along with the plant, machinery
and equipment are capitalized and depreciated in the same
manner as plant and machinery.

2.5 Where actual cost of fixed assets cannot be accurately
ascertained, suchassets are initially capitalized on the basis of
estimated cost. On ascertaining actual, gross block is adjusted
and depreciation is provided proportionately over the balance
lifeof the asset.

2.6 Pending disposal, unserviceable fixed assets are shown separately
in the Fixed Assets schedule, at ook value or realizable value,
whichever is lower. The difference, if any, is charged off.
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2.7

2.8

2.9

3.0

4.0

4.1

4.2

4.3

Depreciation on fixed assets is charged on straight-1ine method
at the rates and in the manner laid down in Schedule-XIV to the
Companies Act, 1956, as amended from time to time.

In respect of certain fixed assets, degpreciation haslbeen provided for
on the kasis of technical evaluation at the rates higher than the rates
laid down in Schedule — XIV to the Companies Act.

In respect of Plant and Machinery, rate prescribed for continuocus
process plant is adopted based on technical evaluation.
TImpairment of Assets

As at the end of each balance sheet date, the carrying amount
of assets is assessed as to whether there is any impaimment. If
the estimated recoverable amount is less than its carrying
amount, the impaiment loss is recognized and assets are written
down to their recoverable amount.

Inventories and Valuation
Inventories are valued on the fol lowinglasis :

Raw materials, consumables, spares and Tools and
Instruments in Central Stores :

- At weighted average Cost.

Raw materials in Shop floor/Sub-stores in the shops

- At weighted average rate of Central Stores, at the end of
the year.

Consumables in Shop floor/Sub-Stores

All consumables drawn from the Central Stores are charged off
to expense. Only in respect of ‘A’ and ‘B’ class consurables
identified by Management from time to time, the stock at the
Shop floor/Shop sub-stores are brought to inventory at the close
of the year at the weichted average rate. However, moulds, rolls,
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diesetc., inuse at the close of the year, are valued at issue rates
with reference to thekalance life, technically estimated.

4.4 Re-usable process scrap, process rejections and sales
rejections with customers for return

- At estimated realizable value for scrap.

4.5 Tools and Gauges
Issued tools, instruments, gauges etc. are amortized uniformly
over their estimated life.

4.6 Work-in—process

— At cost or estimated realizable value agoropriate to the
stage of production based on technical evaluation,
whichever is less. However, the WIP of 5 years old and
aocove is valued at the realizable scrap rate.

4.7 Finished Goods

— At cost or net realizable value (at shop finished stage)
whichever is less. However, the Finished Goods of 5 years
old and acove is valued at the realizable scrap rate.

4.8 Goods 1n transit are valued at cost

4.9.1 Stores declared surplus / unservicegble are transferred to salvage
stores for disposal, and charged to reverue.

4.9.2 Provision for the non-moving raw materials, consurables and
Spares for over three years is mace as under:

Raw materials : 85% of the book value
Consumables and Spares : 50% of the book value

4.10 Stationery, uniforms, medical and canteen stores are charged
off to revenie at the time of receipt.
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5.0
5.1

5.2

5.3

5.4

5.5

6.0
6.1

6.2

6.3

Claims by / against the Company

Claims on underwriters/carriers towards loss / damage are
accounted when monetary claims are preferred.

Claims for refund of custams duty including project imports/
port trust charge/excise duty are accounted on acceptance/

reEet.
Liquidated Damages on suppliers are accounted on recovery.

Liquidated damages levied by the custarers are charged off on
recovery/advise fran the custarers.

Disputed/Time barred debts from Govt. Depts. & PSUs are not
treated as Doubtful Debts, however, on a review appropriate
provisions/write offs are made in the books of accounts on a
case to case basis.

Provision for Doubtful Debts is made on the amounts due from
other than Govt.Depts. & PSUs at the rates determined by the
Board. (Less than one year —Nil, One to Two years 10%, Two to
Three years 25%, Three to Four years 50%, Four to Five years
80% and above Five years 100%) .

Employee Benefits

Gratuity payable to eligible employees is administered by a
separate Trust, which has taken a policy with LICEGF. Demands
mace by the trust on account of annual renewal premium of the
LIC policy are charged to Profit and Loss Account.

Provision for leave encashment liability to employees is made
on the basis of actuarial valuation as at the year end.

Settlement Allowance : Employees are paid eligible amount at
the time of retirament for their settlarent.
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7.0 Sales

7.1 Sales include excise dity. In the case of Ex-¥orks/ F.O.R./F.0.B
contracts, sale is set up when the goods are handed over to the
carrier/agent for despatch to the buyer and wherever custarer’ s
prior inspection at works is stipulated, sale is accounted only
after acoeptance.

7.2 Claims for price escalation on sales are accounted on settlement
of claim.
In the case of sale contracts/orders where specific escalation

clause is provided, escalation is accounted on the basis of the
claims mace.

7.3 Where sale prices are not established, sales are set up on
provisional kasis at prices likely tole realized.

8.0 Despatches to Sub—contractors
In respect of the contracts for suoply of items requiring long
production cycle time which involve intermediary/final

operations outside the company, income is recognized
proportionately as under:

e TWhere prices are available for each stage of campletion:—
The price aporopriate to the stage of carpletion.

o] Where prices are not available for each stage of
aarpletion :-
90% as the casemay be, of the final contract value for

the item less estimated cost to ke incurred for campleting
the itam.

Ralance is recognized as income on completion /
acceptance and despatch of the item.
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9.0 Physical verification of Fixed Assets and Inventory

9.1 Fixed Assets under the heads Land & Development, Roads &
Bridges, Drainage, Sewerage and water system and Buildings
& Internal Services are verified once in 3 years. All other Fixed
Assets are verified once in the Financial Year. Reconciliation is
mace for all items exospt minor value items like miscellaneocus
shop equiprent, fumiture, office equiprent etc., individually
valued Rs. 2000/- and less.

9.2 Inventories of work—in-process, finished goods, raw materials
and consumables in the Company premises are verified at the
end of the financial year.

9.3 Inventories of rawmaterials, stores and spares in the Central
Stores are verified on perpetual basis as per nomms fixed from
time to time and reconciled. Provisional adjustments are made

to reverue, in respect of discrepancies pending reconciliation.
10.0 Accounting for Foreign Currency transactions

10.1 Foreign currency transactions are recorded in the reporting
currency by applying the exchange rate between the reporting
aurrency ard the foreign currency at the date of transaction.

10.2 Monetary items denaminated in foreign currencies at the year
end are restated at year end rates and Non-monetary items are
carried at cost.

10.3  Exchange differences arising on settlement/restatement at rates
different from those at which were initially recorded are
recognized as incame or as expenses in the year in which they
arise.
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11.0 Accounting on Cash basis
The following items are accounted at the tine of receipt/cayment.

e Sale of unserviceable scrap / stores
o Export Incentives
o LTC encashment

12.0 Investments

12.1 Investments that are readily realizable and intended to e held
for not more than a year are classified as current investments
and are carried at lower of cost or fair value determined on an
individual investment kasis.

12.2  All other investments are classified as long term investments
and are carried at cost after providing for any diminution in
value, if such diminution is of a permanent nature.

13.0 Borrowing Costs

Borrowing costs that are attributable to the acquisition or
construction of qualifying assets are capitalized as a part of the
cost of such assets. All other borrowing costs are charged to
reverne.

14.0 Deferred Tax

Deferred Tax is recognized, subject to the consideration of
prudence, on timing difference, being the difference between
taxable income and accounting income that originate in one
period and are capable of reversal in ocne or more subsequent
periods. Deferred Tax assets are recognized to the extent there
is reasonable certainty that sufficient future taxable income
will ke available against which such deferred tax assets can be
realized.
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15.0 Prior Period & Extra — Ordinary Items

Prior period & Extra—ordinary items are separately disclosed
in the Profit & Loss Account.

16.0 Provisions

A provision is recognized when the company has a present
doligation as a result of past event, and it is praoable that an
autflow of resources will ke required to settle the doligation, in
respect of which a reliable estimate can ke made. Provisions
are not discounted to its present value and are determined lased
onlbest estimate required to settle the dolication at the balance
sheet date. These are reviewed at each balance sheet date and
adjusted to reflect the current kest estimates.

17. Classification of Expenditure

A1l expenditure and income are accounted for under natural
heads of accounts. Where necessary, allocation of expenditure
on functional basis has been given by way of note/schedule in
the acoounts.

As per our Report attached For and on behalf of Board of Directors
For Satyam & Veerabhadra, M. Narayana Rao, Chairman & Managing Director

Chartered Accountants V.S. Krishna Murthy, Director (Finance)

(K.V. Chalamaiah) P.V. Subba Rao, Company Secretary
Partner

Place : Hyderabad, Place : Hyderabad,

Date : 02-07-2010. Date : 02-07-2010.
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BALANCE SHEET AS AT 31°* MARCH, 2010

Sche- As at As at
dule 31t March, 2010 31t March, 2009
Ref. (Rs. in Lakhs) (Rs. in Lakhs)
SOURCES OF FUNDS
Shareholders' Funds
Fouity Capital 1 18,334.00 14,634.00
Reserves and Surplus 2 12,759.18 9,341.50
31,093.18 23,975.50
Loan Funds
Secured Loans 3 17.45 7.46
Unsecured Loans 4,420.00 900.00
4,437.45 907.46
Deferred Tax Liabilities 4 47.18 95.97
TOTAL 35,577.81 24,978.93
APPLICATION OF FUNDS
Fixed Assets
Gross Block 5 15,454.37 14,228.28
Iess : Depreciation 11,777.55 11,448.96
Net Block 3,676.82 2,779.32
Capital Work-in Progress 6 1,550.08 3,521.68
5,226.90 6,301.00
Investments 7 210.11 210.11

of
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BALANCE SHEET AS AT 31°* MARCH, 2010 (contd.)

Sche- As at As at
dule 31t March, 2010 315t March, 2009
f Ref. (Rs. in Lakhs) (Rs. in Lakhs)
Current Assets, 8
Loans & Advances
Inventories 52,046,053 20,842 40
Liabilities 37,218.58 30,959-54
Provisions 10,393.03 7,675.31
47,611.61 38,634.91

Net Current Assets 30,140.80 18,467.82
TOTAL 35,577.81 24,978.93
Notes to Accaunts 20

The Schedules referred to above, and Notes to accounts form an integral part of the
Balance Sheet

As per our Report attached For and on behalf of Board of Directors

For Satyam & Veerabhadra, M, Narayana Rao, Chairman & Managing Director
Chartered Accountants V.S. Krishna Murthy, Director (Finance)
(K.V. Chalamaiah) P.V. Subba Rao, Company Secretary

Partner
Place : Hyderabad, Place : Hyderabad,
Date : 02-07-2010. Date : 02-07-2010.
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PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31°* MARCH, 2010

Sche- Year ended Year ended
dule 31t March, 2010 31t March, 2009

Ref. (Rs. in Lakhs) (Rs. in Lakhs)

INCOME
Sales (Gross)- Reqular 29,124.27 25,503.24
Sales (Gross)-Expert Sourcing Solution 2,433.37 1,644.20
Less : Retums T4.75 (4.770)
Iess : Excise Duty 775.33 (775.32)
Add : Income from Despatches to

Sub-contractors 5,638.10 3,768.49
Sales (Net) 36,345.66 30,135.91
Accretion / (Decretion) to
Work-in-Process & Finished Goods 10 202.64 5,491.60
Other Income 11 1,863.13 1,549.37
TOTAL INCOME 38,411.43 37,176.88
EXPENDITURE
Consumption of Materials & Consumables 12 14,672.98 15,831.85
Power and Fuel 13 2,378.14 2,415.73
Erployee's remineration and benefits 14 9,246.03 7,402.28
Repairs and Maintenance 15 752.05 660.07
Off-loading of jdbs and samis 2,682.29 2,7817.76
Other expenses 16 1,425.03 1,445.54
Provisions 17 13.63 10.00
Tnterest 18 155.95 18.09
Depreciation 5 324.69 306.92
TOTAL EXPENDITURE 31,650.79 30,878.24
Profit before prior period adjustments 6,760.64 6,298. 64
Prior Pericd adjustrents (Net) 19 (6.14) 8.99
PROFIT BEFORE TAX c/f 6,766.78 6,289.65

MIDHANTI : An ISO 9001 : 2000 Organisation %DHANI ﬂ



Profit & Loss Account ANNUAL REPORT 2009 - 2010

PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31°* MARCH, 2010 (contd.)

Year ended Year ended
Schedule  34stMarch, 2010 31t March, 2009

Ref. (Rs. in Lakhs) (Rs. in Lakhs)
PROFIT BEFORE TAX b/f 6,766.78 6,289.65
Provision for Tax - For the year 2,353.91 2,135.10
- Previous Year - -
Provision for Fringe Benefit Tax - 43.25
Provision for Deferred Tax (48.79) 5.66
2,305.12 2,184.01
PROFIT AFTER TAX 4,461.66 4,105.64
Profit availahle for aporcpriations 4,461.66 4,105.64
APPROPRIATIONS
Interim Dividend 100.00 100.00
Proposed Final Dividend 792.33 721.13
Tax on Dividend 151.65 139.55
General Reserves 3,417.68 3,144.9%
Total of Appropriations 4,461.66 4,105.64
Farnirg Per Share (Face Value Rs. 1000/~ each)
in Rupee - Basic & Diluted 304.88 280.55

Notes to Accounts 20
The Schedules referred to above and Notes to accounts form an integral part of the Profit
and Loss Account.

As per our Report attached For and on behalf of Board of Directors
For Satyam & Veerabhadra, M, Narayana Rao, Chairman & Managing Director

Chartered Accountants V.S. Krishna Murthy, Director (Finance)

(K.V. Chalamaiah) P.V. Subba Rao, Company Secretary
Partner

Place : Hyderabad, Place : Hyderabad,

Date : 02-07-2010. Date : 02-07-2010.
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SCHEDULES FORMING PART OF BALANCE SHEET AS AT 31°* MARCH, 2010
As at As at
31t March, 2010  31st March, 2009
(Rs. in Lakhs) (Rs. in Lakhs)

SCHEDULE - 1 : EQUITY CAPITAL

Authorised

20,00,000 Equity Shares of Rs. 1,000/~ each 20,000.00 20,000.00
(Previous year 20, 00,000 Equituty shares

of Rs 1,000 each)

Issued, Subscribed and Paid Up
14, 63,400 Equity Shares (Previous year 14,634.00 14,634.00
14,63,400) of Rs. 1,000/~ each, Fully paid

Share Application Money

(Received on 31.3.10 for allotment of 3,770,000 3,700.00 -
equity shares of Rs. 1000/- each)-Prev year Nil 18,334.00 14,634.00

SCHEDULE - 2 : RESERVES AND SURPLUS

RESERVES

General Reserve

Balance as per last account 9,341.50 6,196.54

Add : Transfer from Profit & Loss account 3,417.68 3,144.9%

Total 12,759.18 9,341.50
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As at As at
31stMarch, 2010  31%t March, 2009
(Rs. in Lakhs) (Rs. in Lakhs)
SCHEDULE - 3 LOAN FUNDS
SECURED*
Term Loan from Bank 17.45 7.46
17.45 7.46
UN SECURED*
Loan from Govt of India 4,420.00 900.00
4,420.00 900.00
Total 4,437.45 907.46

* By hypothecation of all tangible movable property of every description,movable machinery
and Plant, Marketable securities, goods including book debts (both present and future)

SCHEDULE - 4 : DEFERRED TAX LIABILITY (NET)

Deferred Tax Liabilities
- On Depreciation 588.44 540.00
588.44 540.00
Deferred Tax Assets
- on Provisions 181.62 180.40
-on Disallowances as per IT Act 359.64 263.63
541.26 444,03
Net Deferred Tax Liabilities 47,18 95.97
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SCHEDULE - 5 FIXED ASSETS (Rs. in Iakhs)

Land and | Roads |Drainage, | Electrical| Buildings| Plant
Develop- and |Sewarage| installa- | & Internal] and
ment Bridges |and Water| tions etc., services | Machi-

systems nery
Gross Block
as at 1% April, 2009 128.82 70.32 | 188.31 320.05| 1,696.47 |11,087.01
Additions - - - 2.2 219.69 780.87
Deletions/Sales/Adjustment - - - - - i

As at 31° March, 2010 128.82 | 70.32 | 188.31| 322.97|1,916.16 |11,867.88

Depreciation

Up to 31% March, 2009 -/ 30.68 | 176.50 | 270.24|1,348.06| 9,201.47
For the year 2009-'10 - 1.15 0.29 4.53 24,97 225.30
Deletions/Sales/Adjustment - - - 4 (3.5 0.38)
As at 31°* March, 2010 -|  31.83| 176.79 | 274.77|1,376.54| 9,427.11
Net Block

As at 31° March, 2010 128.82 | 38.49 11.52 48.20| 539.62 | 2,440.77
As at 31* March, 2009 128.82 39.64 11.81 49.81| 348.41| 1,885.54
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SCHEDULE - 5 FIXED ASSETS (Contd.)

(Rs. in Lakhs)
Office | Unser- Previous
Vehicles| Eqpt. |viceable| Totq] Year
Furniture |Assets #
etc.,
Gross Block
as at 1% April, 2009 97.76 | 591.94 | 47.60 |14,228.2813,810.98
Additions 31.87 | 190.74 -1 1,226.09 419.30
Deletions/Sales/Adjustment - - - 2.00

As at 31% March, 2010  |129.63 | 782.68 | 47.60 |15,454.37|14,228.28

Depreciation

Up to 315 March, 2009 54.55 | 320.18 | 47.28 |11,448.9 |11,143.08
For the year 2009-'10 7.25 | 61.20 - 324.69| 306,92
Deletions/Sales/Adjustment -1 (0.05 - (3.9 1.04
As at 31°* March, 2010 61.80 | 381.43 | 47.28 |11,777.55(11,448.9%

Net Block

As at 31° March, 2010 67.83 | 401.25 | 0.32 | 3,676.82| 2,779.32
As at 31* March, 2009 43.21 | 271.76 0.2 2,7719.32| 2,667.90

# Represents the value of Assets and Depreciation thereon
for unserviceable assets. Depreciation provided in terms
of Para 14.2 of Accounting Standard - 10 Rs. Nil for
Current year (Previous year Rs. Nil)
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SCHEDULE - 6 : CAPITAL WORK-IN-PROGRESS

As at As at
31st March, 2010 31st March, 2009
(Rs. in Lakhs) (Rs. in Lakhs)
Capital Work-in-Progress-Civil 20.84 172.72
Capital Work-in-Progress -Electrical 1.33 0.65
Expenditure Pending Allocation—FRP 150.20 22.86
Capital Work-in-Progress-—
Plant & Machinery under Erection 162.01 321.47
Plant, Machinery & Equipment under 1,209.57 497.53
Inspection and in Transit
Advances to Suppliers on Capital acoount
- Considered good* 6.13 2,506.45
- Considered doubtful 35.46 35.46
Total 41.59 2,541.91
-Iess Provision for dodotful (35.406) (35.46)
advences 6.13 2,506.45

* Secured by Bank Guarantee Rs. Nil, (Prev.Year Rs. 2,443.05 Lakh) Unsecured
Rs. 53.88 lakh, (Prev.Year Rs. 63.40 lakh)
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SCHEDULE - 7 : INVESTMENTS

As at As at
31t March, 2010  31%t March, 2009
(Rs. in Lakhs) (Rs. in Lakhs)

(Non-Trade, Unquoted) - LONG TERM - (AT COST)

AP Gas Power Corporation Limited,

18, 43,857 fully paid-up Equity Shares

of Bs. 10/-eadh, inchuding 7,71, 847 fully

paidipRus Jeresof fae ale of Rs.10/~each * 107.20 107.20

(Previous Year 18, 43,857 fully paid-up
Fauity Shares of Rs. 10/- each 107.20 107.20

iincluding 7,71, 847 fully paid-up Bouns
shares of face value of Rs. 10/- each)

4,28,800 fully paid-up Equity Shares 102.91 102.91
of face value of Rs. 10/-each subscribed
at Rs. 24/- each and paid-up Rs. 24/-each 102.91 102.91

(P.Y. 4,28,800 fully paid-up Fouity Shares
of face value of Rs. 10/- each subscribed
at Rs. 24/- each and paid-up Rs. 24/-)

[N}
=
o
=
=

210.11

* The Shares held on behalf of DRDO has been transferred to DRDO during
Financial year 2008-09
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SCHEDULE - 8 : CURRENT ASSETS, LOANS & ADVANCES

As at
31t March, 2010
(Rs. in Lakhs)

As at
31t March, 2009
(Rs. in Lakhs)

SCHEDULE - 8.1 Inventories
(as certified by Management)

Raw Materials (in stock) @ (Net after 0,431.45
provision of Rs. 4.63 lakh for
Non-moving) (Previous Year Rs. 1.57 Lakh)
Internal ly Generated process  scrap/rejectedmaterials $ 1,483.48
Consumebles (in stock) (Net after provision 829.63
Rs. 14.91 lakh for non-moving)
(Previous year Rs. 13.77 1akh)
Instrurents, Ioose Tools etc., inuse (net) -
Spares (in stock) (et after provision of 500.45
Rs. 144.88 Lakh for non-moving) (Previous year
Rs. 135.45 Lakh)
Raw Materials, Stores & Spares under 3,476.98
inspection and Transit
Work-in-Process <> $ 19,288.14
Finished Goods 35.90

32,046.03

6,592.60

1,653.00
770.54

477.93

1,227.02

18,992.95

128.45
29,842.49

@ Does not include Raw Materials worth Rs. 1,442.68 Lakh (Previous Year Rs. 2,091.10

Lakh) held on behalf of Customers

S Include materials lying with outsiders Rs. 2,086.10 Lakh (Previcus Year Rs. 1,179.31

Lakh)

< > Include items valuing Rs. 29.62 Lakh (Previous Year Rs. 61.33 Lakh) pertaining to
earlier years, brought intoaccant, during the year, on reconciliation.
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SCHEDULE - 8 : CURRENT ASSETS, LOANS & ADVANCES (contd..... )

As at As at
315t March, 2010 315t March, 2009
(Rs. in Lakhs) (Rs. in Lakhs)
8.2 Sundry Debtors (Unsecured)
g  DebtsOutstanding for a period exceeding
Six Months
- Considered Good 2,048.30 1,595.75
- Considered Doubtful 23.40 27.75
O  Other Debts
- Considered Good 8,705.41 6,664.00
- Considered Doubtful 0.80 1.1
10,777.91 8,288.61
Iess : Provision for Doubtful Debts (24.20) (28.80)
10,753.71 8,259.75
8.3  Cash & Bank Balances
@ With Scheduled Banks
- in Current Accounts 1,521.83 3,032.63
- in Fixed Deposits* 22,506.31 9,006.31
- interimDividerd Accont - -
24,028.14 12,038.94
b With Post Office Savings 1.40 1.40
Bank Account @
@ Cash on Hand 3.46 1.93
24,033.00 12,042.27

*  Includes Rs. 6.32 lakhs lodged with bank as Margin Money, (Previous year
Rs.6.32 lakhs)

@ Pledged with Excise Authorities (Previous Year Rs. 1.43 Lakh) .Maximum
balance during the year Rs. 1.40 lakh (Previous Year Rs. 1.40 Lakh).
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SCHEDULE - 8 : CURRENT ASSETS, LOANS & ADVANCES (contd..... )

As at As at
315t March, 2010 315t March, 2009
(Rs. in Lakhs) (Rs. in Lakhs)
8.4 Other Current Assets
Despatches with Subcontractors
(at estimated realisable Value) 3,923.17 1,831.39
Iess : Provision for DA Adjustment - (5.40)
Less: Relatable (as per contra) (2,781.50) (1,805.07)
(2,781.50) (1,810.47)
1,141.67 20.92
Interest Accrued
- Considered good 292.35 108.87
- Considered doubtful 286.58 286.58
- Iess Provision 286.58 - 286.58 -
1,434.02 129.79

8.5 LOANS & ADVANCES

(Unsecured considered good, unless otherwise stated)
@  Advances recoverable in cash or in

kind or for value to be received

Secured
- Advances to Employees 0.21 - 0.69
Unsecured
- Advances to Employees 319.55 59.22
- Advances to Suppliers (Purchase) 269.44 133.80
- Advances Considered Doubtful 23.66 23.66

293.10 157.46
Iess : Provision for Doubtful Advances (23.00) (23.00)

269.44 133.80
- Claims / Pooount Receivables 108.05 16.82
- VAT/Modvat/Service Tax/Customs 389.46 616.39
Duty receiveble
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SCHEDULE - 8 : CURRENT ASSETS, LOANS & ADVANCES (contd..... )

As at As at
315t March, 2010 315t March, 2009
8.5 LOANS & ADVANCES (Rs. in Lakhs) (Rs. in Lakhs)
(Unsecured considered good, unless
otherwise stated)
- Accounts receiveble-Custarer Fin.Projects - -
- Income Tax Deductions at Source 12.02 5.14
- Advance Tax paid 8,271.78 5,896.52
- Pre-paid expenses 34.30 18.51
Total (a) 9,404.81 6,747.09
O Balances with Custams, Excise
- Customs & Excise 1.12 0.82
- Others 79.72 80.52
80.84 81.34
Total (b) 80.84 81.34
Total (a + b) 9,485.65 6,828.43
Dues from the Officers of the Campany 0.07 0.10
Maximum amount due at any time during the year 0.14 0.34
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SCHEDULE - 9 : CURRENT LIABILITIES AND PROVISIONS

As at As at
31stMarch, 2010  31st March, 2009

9.1 Qurent Liabilities (Rs. in Lakhs) (Rs. in Lakhs)

Acocounts payable for Equipment
and Works
(@) SSIUnits - 0.41
b) Others 708.97 533.45
708.97 533.86
Surdry Creditors
(@) SSIUnits 6.54 22.69
b) Others 1,839.96 1,605.67
1,846.50 1,628.36
Other Expenses
(@) SSIUnits 17.86 69.39
(b) Others 2,345.53 1,213.06
2,363.39 1,282.45
Acoounts payable for Employees 4,202.71 3,647.09
Taxes and Duties 230.46 208.24
Custamer Financed Projects 58.55 252.52
Advances from Custamers 27,925.13 23,460.00
Iess:  Pmount Set-off against
(er Contra)
- Despatches with (2,781.50) (1,805.07)
Sub-contractors 25,143.63 21,654.93
2Advances and Deposits - Others 1,089.43 586.19
- Advances for Custarer 901.56 492.52
Financed Projects
- Other Lighilities 673.38 673.38
Total 37,218.58 30,959.54
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SCHEDULES FORMING PART OF PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 31°® MARCH, 2010

SCHEDULE - 10 As at As at
Accretion / (Decretion) to Work-in- 31st March, 2010  31%t March, 2009
Process and Finished Goods (Rs. in Lakhs) (Rs. in Lakhs)
§ Work-in-Process
Closing Balance 19,288.14 18,992.95
Opening Ralance 18,992.95 13,376.44
Tl [) 295.19 5,616.51
@ Finished Goods
Closing Balance 35.90 128.45
Opening Balance 128.45 253.36
Total (ii) (92.55) (124.91)
Total (1+ii) 202.64 5,491.60
Yearended Yearended
315t March, 2010 315t March, 2009
(Rs. in Lakhs) (Rs. in Lakhs)
SCHEDULE - 11 : OTHER INCOME
Interest Famed
- Corporate Deposits - -
- Bank Deposits 1,230.91 1,253.42
-Others * 394.59 6.9
Export Incentives - -
Income from disposal of Scrap 12.62 49.27
Liquidated Damages / Penalties 46.42 28.15
Profit on Sale of Fixed Assets (Net) - 0.40
Write Back of Provisions 10.06 136.00
Other Miscellaneous Incore 168.53 75.19
Exchange Rate variance - -
1,863.13 1,549.37

*Includes Rs. 392.66 lakhs earned on advances paid to HBE Press Korea backed up by B.G. and consequential encashment
of Bralangith interest as per temms of antract.
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SCHEDULE - 12
CONSUMPTION OF MATERIALS
AND CONSUMABLES

Raw Materials
Consumables

SCHEDULE - 13
POWER AND FUEL

Power
Liquified Petroleum Gas
Fumace Oil, Diesel etc.,

SCHEDULE - 14

EMPLOYEES' REMUNERATION
Salaries and Wages

Contribution to Provident Fund and EPS

Gratuity
Leave Encashment
Staff Welfare Expenses (Net)

Leave Salary and Pension Contribution

SCHEDULE - 15

REPAIRS AND MAINTENANCE *

(Excluding Salaries and Wages)
Repairs to
- Buildings
- Plant and Machinery
- Others
Total

Year ended
315t March, 2010
(Rs. in Lakhs)

Year ended
315t March, 2009
(Rs. in Lakhs)

13,566.15 14,916.49
1,106.83 915.36
14,672.98 15,831.85

877.68 915.18
1,421.41 1,397.12

79,05 103.43
2,378.14 2,415.73

BENEFITS

6,400.02 5,289.97
499.42 412.69
569.91 839.60
461.92 173.52
1,313.26 684. 64
—1.50 _1.86
9,246.03 1,402.28
164.26 92.40
562.50 534.45
25.29 33.22
752.05 660.07

* Includes Consumables and Spares Rs. 467.60 Lakh (Previous year Rs. 423.78 Lakh)
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SCHEDULE - 16
OTHER EXPENSES

Year ended

31t March, 2010
(Rs. in Lakhs)

Water Charges 63.63
Rates and Taxes 12.71
Insurance 20.23
Arortisation of Tools etc., -
Miscellaneous - Factory 11.88
Rent and Service Charges 12.44
Postage, Telephone, Telegram and Telex 52.33
Printing and Stationery 25.09
Travel Expenses (Including Directors'
Travel Rs. 29.48Lakh (Previous 175.53
Year Rs. 26.48 Lakh)
Directors sitting fees -
Bank Charges 19.87
Advertisarent (Tenders/Notification) 33.18
Auditors Remmeration
- Adit Fees 2.00
- Tax Audit Fees _0.50 2.50
Legal Expenses 1.66
Miscellanecus - Administration 280.64
(Including Entertainment expenses
Rs. 0.55 Lakh-Previous Year
Rs. 0.52 Lakh)
Internal Audit Fees, PF audit and other audit fees 2.62
Camnission to selling agents 0.37
Publicity expenses 71.40
Miscellanecus & Selling expenses 52.98
Write off-Adv/Misc Exp/
Claims/Interest/Liquidated
Damages 395.57
Exchange Rate Variance 190.40
Ioss on sale of Asset (Net) -
1,425.03

MIDHANI : An ISO 9001 : 2000 Organisation

Year ended
315t March, 2009
(Rs. in Lakhs)

63.00
47,71
26.95
15.01
11.68
36.57
23.96

118.33

3.20
18.94
32.92

1.00
0.60  1.60
1.17
260.42

1.62
7.57
70.13
379.55

327.85
(2.64)

1,445.54
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Year ended Year ended
315t March, 2010 315t March, 2009
SCHEDULE - 17 (Rs. in Lakhs) (Rs. in Lakhs)
PROVISIONS
Provisicns for
- Doubtful Debts - -
- Non-moving stores/Spares
/ Stock Discrepancies 13.63 10.00
- DA adjustment and Others - -
SCHEDULE - 18
INTEREST
Cash Credit 50.72 18.00
Interest - Others 1.73 0.09
Interest - Govt. Loans 103.50 -
155.95 18.09

SCHEDULE - 19 - PRIOR PERIOD ADJUSTMENT

Debit | Credit | Debit | Credit

Consumption of Materials etc., - 12.28 - 3.98
Manufacturing Expenses - 0.96 - 0.26
Other Administrative Expenses 3.66 0.46 - 0.50
Depreciation 3.90 - - -
Sales - - 13.73 -
Tal 7.56 [ 13.70 [13.73 4,74

Nt 6.14 (8.99)
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SCHEDULE - 20

NOTES ON ACCOUNTS ATTACHED TO AND FORMING PART OF THE
ACCOUNTS FOR THE YEAR ENDED 31°* MARCH 2010.

A. BALANCE SHEET

1 Estimated amount of contracts remaining to ke executed on capital
account not provided for : (net of advances)

Rs.Lakhs

Current Previcus

Year Year

- Own Projects 11084.77 11808.59
- Custarer Projects 3413.30 1432.93

2. Contingent Liabi lities not provided for:
S Current Previocus
No. Year Year
§ |Bank Guarantee 163.29 146.53
@) |ILetters of Credit Qutstanding 3736.59 1099.08
() |Claims not acknowledged

as et 7791.52 2617.47

) | Others 50.00 50.00

3.1 Conveyance deeds for 275 acres and 35guntas of Land acquired
are yet to e executed. Out of the albove, the extent of land leased
to the following parties: DRDO- 35 acres and 39 guntas AP
State Govt.-1 acre RO~ 1 acre, and 1.5 acres is under dispute on
account of unauthorized possession by a third party.

3.2 Claims for reimbursement of cost for 70 acres and 23 guntas of
ILand transferred by DRDO not acknowledged, as various claims
were mace by them at different times and no final settlement has
been reached.
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3.3 Pending registration/receipt of claims no Provision has been made
towards stamp Duty on conveyance deeds/conversion of Land use/
property taxes/service charges (amount not ascertainable)

4, ) As at the end of the year, Midhani is holding assets worth
Rs.11688.10 Lakh (Previous year 10693.06 Lakh (including
advances and Goods—-in-Transit)procured under Customer
Financed Projects.

4 ) Final adjustments have not been made to the balances against
Custarer Financed Projects and confirmations of Ralances have
not been dotained, pending Settlement of accounts.

5 In the absence of information from the Company’ s creditors with
regard to submission of Memorandum with the specific authority,
as required under Micro, Small & Medium Enterprises Develcopment
Act, 2006, the Canpany is unable to furnish the information under
the said Act.

6 Balances in Sundry Debtors, Loans and Advances, Claims
Receivables, Deposits, Sundry Creditors, Materials with contractors/
sub—contractors and others are subject to confirmation and/or
reconci liation.

7. Advances and Deposits — Others (Schedule-9.1) include Rs.26.30 lakh
(Previous year Rs.26.30 lakh) received as “Funding under PATSER”
scheme from Department of Scientific and Industrial Research

(DSIR) . As the project was unsuccessful the Carpany has sought
for waiver of the refund.
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8 The net deferred tax liability as at 31st March 2010 comprise of
the following:

Rs.lLakhs
. As at 31 Gﬂa@/ As at 315t
Particulars March Credit for March
2009 te 2010
pericd
(@) Deferred Tax Liability
Depreciation 540.00 48.44 588.44
=l 540.00 48.44 588.44
(b) Deferred Tax Assets
- Provisions 180.40 1.22 181.62
- Disallowances 263.63 96.01 359.64
asper IT Act
=l 444.03 97.23 541.26
Net Assets/ (Lidhilities) (95.97) 48.79 (47.18)
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B. PROFIT AND LOSS ACCOUNT

9 Remuneration paid by the company to the Chairman & Managing
Director and whole time Directors:

Rs.lakhs
2009-10 2008-09
Salary & Allowances 60.31 30.57
Contrilbutionto Provident fund 5.12 2.46
Gratuity - 3.50
Total 65.43 36.53
Sitting Fees paid To 3.10 3.20
indgeendent Directors

10. On a review, an amount of Rs. 31.24 Lakh (Previous year
Rs.58.72 Lakh) has been writtenoff as bad debts.

11. On a review an amount of Rs. 32.20 lakhs (previous year
Rs. 7.49) has been written back on account of unclaimed amount
by creditors.

12. Details of Research and Develoarent exenditure included in the
natural heads of acocounts are as follows :

Rs.ILakhs
S Current | Prexdous
No. Year Year
[0} Consumpetion of materials 100.01 136.90
() Conversion costs 134.01 162.93
TOTAL 234.02 299.83
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13. Disclosure as per AS-20 relating to Farning Per Share:

Rs.Lakhs
Particilars 315t March 3].St March
2010 2009

Net Profit After Tax (Rs.Lakh) 4461 .66 4105.64
No.of shares 14,063,400 [14,63,400
Basic and Diluted Eamings

Per Share of face value of

Rs.1000/—each (in Rugees) 304.88 280.55

There is no dilutive potential Equity Shares. Share Application Money
of Rs. 3700 ILakh received on 31st March has not been considered above.

14.1 Disclosure relating to AS-18. Names of Related Parties:

Key Management Personnel :

e
b
e

Shri M Narayana Rao
Chairman & Managing Director
Shri V.S.Krishna Murthy
Director (Finance)

Shri V.S. Verma

Director (Prodn.&vktg.)

14.2 Nature of Transaction : Manegerial Remuneration Rs.lakhs
09-10 08-09
S/shrd
M Narayan Rao 23.78 18.10
V.S.Krishna Murthy 21.02 5.42
V.S. Verma 20.63 -
K. Ramesh - 13.41

15. The indications listed in paragrach 8 to 10 of Accounting Standard
28-Impairment of Assets, have bee examined and on such
exanination, it haslbeen found that nore of the indications are present
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in the case of the Company and hence no provision for a potential
impairment loss is required. In respect of TitaniumTuce Plant, a
aaparison of the estimated recoverable anount vis a vis the carrying
cost indicates that there is no potential impainment loss and hence
no provision is required.

16. The future minimum lease payments under non— cancel lable goerating

lease are asuncer :
Rs.Lakhs

As on 31.3.2010 [As on 31.3.2009

- Not later than
ore year 2.54 4.13

— Iater than one year
and not later than
five years 0.40 2.40

- Iater than five years - -
Tal 2.94 6.53

17. No provision has been made in respect of Cess payable under
Section 441A of the Companies Act 1956, since no notification
has been issued by the Central Government in terms of Section
441A of the Companies Act 1956.

18. The Company has been exempted by the Company Law Board

fran disclosing the information under provisions of Para 3 (i) @),
(3) (1) (@) (1) and (2),4C and 4D of PartII of Schedule VI of the
Companies Act 1956 (as amended) .

19. Asyper the provision of the Revised Accounting Standard — 15, the
following information is disclosed in respect of gratuity as per
actuarial valuation as on 31.3.2010 provided by ILICGGF with wham
the carpany has taken the Policy through its Gratuity Trust :
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1 ASSUMPTION 31 MAR 2010
3 Discount rate (per annum) 8%
I Salary Escalation (per annum) 3.25%

2 Table showing the changes in the present value Figures in
of the (bligation as on 31 March 2010 Rs.Lakhs
3  Present value of dbligation at the beginning of the year 3283.29
)  Tnterest cost 262.66
¢  Current service cost 116.59
d Berefitspaid -Actuals 225.773
¢  Present value of cbligation at the end of the year 3898.81
f Actwerial gain/loss (461.99)

3 Changes in fair value of the Plan Assets
3 Fair value of plan assets at the begimning of the year 2578.66
b Expected return on plan assets 281.00
¢ Contributions 1221.23
d  Berefitspaid 225.773
¢ Actuarial gain/loss onplan assets NIL
I Fairvalue of plan assets at the end of the year 3855.16

4 Table showing fair value of plan assets
3 Fair value of plan assets at the begimning of the year 2578.66
B Actual retum onplan assets 281.00
¢ Contributions 1221.23
d  Berefitspaid 225.773
g Fairvalue of plan assets at the end of the year 3855.16
I Funded Status (436.53)
9 Excess of Actual over estimated retum on plan assets NIL

5 Actuarial Loss or Gain recognized
3 Actuarial ILoss for the year-Cbligation 461.99
) Actuarial Ioss for the year -Plan Assets NIL
Qg Total ILoss for the year 461.99
d Actuarial Ioss recognized 461.99
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6 Amount to be recognized in the Balance sheet and Statements of P&L

3  Present value of the cbligations at the end of the year 3898.81
) Fairvalue of plan assets at the end of the year 3855.16
¢ Funded Status (43.65)
9 Net Liability/Asset recognized in the balance shest (43.65)

7 Expenses recognized in the statement of P&L account for the year ended
on 31 MAR 2010

g Current service cost 116.59

)  Tnterest cost 262.66

Q  FExpected return on plan assets 281.00

d Net Actuarial (gain)/ loss recognized in the year 461.99

g Expenses recognized in statement of Profit and Loss 560.24
C. GENERAL

20. Work-in-process has been valued as per the Accounting Policy
No. 4.6. However, Work—in-Process carried over franearlier years
is valued on the basis of value as on 1°* April 2009 or realizable
market value during 2009-10, whichever is lower.

21. In accordance with Section 211 (3B) of the Companies Act, 1956,
it is to state that inview of the anfidential rature of the informmation
pertaining to defence products, Segment Reporting (AS-17 of the
Institute of Chartered Accountants of India) as required under
Section 211 (3A) of the Companies Act, 1956, is not made. There
is no effect on the Accounts, due to such deviation.

22. Previous year’s figures have been regrouped/recast, wherever
necessary, to conform to current year’ s classification.

As per our Report attached For and on behalf of Board of Directors

For Satyam & Veerabhadra, M. Narayana Rao, Chairman & Managing Director
Chartered Accountants V.S. Krishna Murthy, Director (Finance)
(K.V. Chalamaiah) P.V. Subba Rao, Company Secretary

Partner
Place : Hyderabad, Place : Hyderabad,
Date : 02-07-2010. Date : 02-07-2010.
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Yearended Yearended
STATEMENT OF CASH FLOW 31st March, 2010 315t March, 2009
(Rs. in Lakhs) (Rs. in Lakhs)

ICASH FLOW FROM  OPERATING ACTIVITIES

Net Profit Before Tax 6,766.78 6,289.65

Adjustment to reconcile net incare to net

cash providing by cperating activities :

Depreciation 328.59 306.92

Profit/Ioss on Sale of Fixed Asset - (0.40)

Interest Paid 155.95 18.09

Interest Received (1,037.40) (1,411.91)

Write back of provisions (10.06) (136.00)

Write Offs 395.57 327.85

Exchange Rate Variation 190.40

Provision for Doubtful debts/Advances/Mdvat/

Non-froving stores/spares 294.09 117.49
Sub-Total 317.14 (777.96)

Operating Profit before Working Capital 7,083.92 5,511.69

Changes

Adjustment for Changes in

(Increase) / Decrease in Sundry Debtors  (2,493.96) (772.90)

(Increase / (Decrease) in Inventories (2,203.54) (10,998.93)

(Increase) / Decrease in Other Qurrent Assets (2,378.89) (413.88)

(Increase) / Decrease in Sundry Creditors 6, 259.04 1,056.10

(Increase) / Decrease in Bank Borrowings 3,529.99 907.46

(Increase) / Decrease in Prov. For Tax - -

(Increase) / Decrease in Prov. For FET - (48.79)
Sub-Total 2,712.64 (10,270.94)
C/f 9,796.56 (4,759.25)
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STATEMENT OF CASH FLOW

B/f
Cash Generated fram Operations before
adjustment fram Other Assets
Adjustment for Other Assets
Sub-Total
Cash Generated from Operations
Direct Tax Paid
Sub-Total
Net Cash provided by
Cperating Activities (a)

(2,172.10)

(Contd.)

Year ended
315t March, 2010
(Rs. in Lakhs)

Year ended
315t March, 2009
(Rs. in Lakhs)

(4,7759.25)

9,796.56

9,796.56 4,759.25
(1,948.92)
(2,172.10) (1,948.92)

7,624.46 (6,708.17)

II. Cash Flow from Investing Activities

Purchase of Fixed Assets

Proceeds from Sale of Fixed Assets
Interest Received

Net Cash provided (used in) by
Investing Activities (b)

III. Cash Flow from Financing Activities
Interest Paid

Dividend Paid

Tax on Dividend Paid

Sare Cpital/Share application
money Increase/Decrease

Net Cash provided by Financing Activities(c)

745.51 (3,555.65)
- 1.36
1,037.40 1,411.91

1,782.91 (2,142.38)

(155.95)
(821.13)
(139.56)
3,700.00

(18.09)
(811.00)
(137.83)

900.00

2,583.36 (66.92)
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STATEMENT OF CASH FLOW (Contd.,)

Year ended Year ended
31stMarch, 2010 31 March, 2009
Abstract (Rs. in Lakhs) (Rs. in Lakhs)
Net Cash provided by Operating Activities (a) 7,624.46 (6,708.17)
Net Cash provided (used in)
by Investing Activities (o) 1,782.91 (2,142.38)
Net Cash provided by
Financing Activities (c) 2,583.36 (66.92)
Net Increase / (decrease) in cash & cash
equivalent during the year 11,990.73 (8,917.47)
Cash and Cash equivalent
at the beginning of the year 12,042.27 20,959.74
Cash and Cash equivalent
at the end of the year 24,033.00 12,042.27
11,990.73 (8,917.47)
Components of Cash and Cash 31 March, 2010 315 March, 2009
equivalents as at (Rs. in Lakhs) (Rs. in Lakhs)
Cash on Hand 3.46 1.93
With Post Office Savings Bank Account 1.40 1.40
With Scheduled Banks
- in Current Account 1,521.83 3,032.63
- in Fixed Decosit 22,500.00 9,000.00
- in Margin Money 6.31 6.31
- in Interim Dividerd A/c - -
TOTAL 24,033.00 12,042.27

As per our Report attached For and on behalf of Board of Directors
For Satyam & Veerabhadra, M.Narayana Rao, Chairman & Managing Director

Chartered Accountants V.S. Krishna Murthy, Director (Finance)

(K.V. Chalamaiah) P.V. Subba Rao, Company Secretary
Partner

Place : Hyderabad, Place : Hyderabad,

Date : 02-07-2010. Date : 02-07-2010.
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BALANCE SHEET ABSTRACT AND COMPANY’S
GENERAL BUSINESS PROFILE

I REGISTRATION DETATLS
Registration Number 1660 State Code 01
Balance Sheet Date 31st March 2010
T CAPITAL RAISED DURING THE YEAR
(Amounts in Rupees Thousands)
Puplic Issue Nl Rights Issue Nl
Borws Issue Nl Private Placement N1
IIT POSITION OF MOBILISATION AND DEPLOYMENT OF FUNDS

(Amounts in Rupees Thousands)

Total Lisbilities 8,318,942 Total Assets 8,318,942
Sources of Funds

Paid Up Capital 1,463,400 Reserves and Surplus 1,275,918
Share Application Money 370,000

Secured Loans 1,745 Unsecured Loans 442,000
Deferred Taxes 4,718 Current Liabilities 4,761,161

& Provisions
Application of Funds
Net Fixed Assets 522,690 Investments 21,011
Current Assets, Loand & Advan. 7,775,241 Misc.Expenditure -

Accumulated Losses - -

IV PERFORMANCE OF THE COMPANY

(Amounts in Rupees Thousands)

Turnover (Gross earnings) 3,841,143 Total Expenditure 3,164,465
Profit/ (-) Loss Before Tax 676,678 Profit/ (-) Loss after Tax 446,166
Earning Per Share in Rupees 304.88 Dividend Rate % 6.098%
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V GENERIC NAMES OF THREE PRINCIPAL PRODUCTS /
SERVICE OF COMPANY

Ttems Code Number (ITC Code) 72240000

Product Description ¢ Other Alloy Steel in semi-finished
forms : Special Stainless Steel

MDN 172/155/250

Ttems Code Number (ITC Code) 81080000

Product Description : Titanium and Titanium base Alloys -
Titan 12/15/31

Ttems Code Number (ITC Code) 81029300

Product Description : Molybdenum and articles thereof -
Moly wire

For and on behalf of Board of Directors
M.Narayana Rao, Chairman & Managing Director
V.S. Krishna Murthy, Director (Finance)
P.V. Subba Rao, Company Secretary

Place : Hyderabad,
Date : 02-07-2010.
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MISHRA DHATU NIGAM LIMITED

( A GOVT. OF INDIA UNDERTAKING, MINISTRY OF DEFENCE)

REGISTERED OFFICE & WORKS : P.O. KANCHANBAGH, HYDERABAD - 500058, INDIA
Phone : +91-40-24340001 (10 lines) , 24340201, 24340280, 24340044, 24340853 (Other lines)
Fax :+91-40-24340214/24340764, E-mail: spralloy.midhani@ap.nic.in
Website: www.midhani.com

GENERAL MANAGERS

Shri D.N. Bhatia General Manager (Prodn.-I)
Shri A.K. Bhatia General Manager (Prodn.-IT)
Shri T.K. Chandrasekhar General Manager (Services)
Shri B.G. Raj General Manager (Cammercial)

CORPORATE MANAGEMENT COMMITTEE (AS ON 30-09-2010)
SHRI M. NARAYANA RAO, CHAIRMAN & MANAGING DIRECTOR

Shri V.S. Krishna Murthy Director (Finanos) Shri T.B. Harikishan Rao Addl. Genl. Mgr (Mktg.)
Shri V.S. Verma Director (Prodh. @¥ktg.) Shri K. Shankar Rao 2ddl. Genl. Mgr (Mktg.)
Shri P. Ravi Chief Vigilance Officer Dr. H.V. Kiran Addl. Genl. Mgr (QCL)
Shri D.N. Bhatia General Manager (Prodn.-I)  ShriA.K. Ghosh Dy. Genl. Mgr (UsSS)
Shri A.K. Bhatia General Manager (Prodn.-II) Shri.S. Sen Dy.Gen.Mgr (F&R)

Shri T.K. Chandrasekhar =~ General Manager (Services)  Shri K.Siva Subramanian Dy.Gen.Mgr (P-III)

Shri B.G. Raj General Manager (Comml.) Shri S.K. Dwivedi Sr. Manager (Tech.Coord.)
Shri P, Sarkar Bddl. Genl. Mgr (MS) Shri P. V. Subba Rao Campany Secretary

COMMERCIAL OFFICES

MUMBATI KOLKATA
PIYADARSHINI RCF No.1/131, Gariahat Road (South)
New Office Complex, Jodhpur Park,
Sion-Chembur Road, Mumbai-400 022 KOLKATA -700 068
Tele-fax: +91-022-24045439 Tele-fax: +91-033-24728414
e-mail: mco.midhani@ap.nic.in email: koo.midhani@ap.nic.in
CHENNAT

NEW DELHT
Flat No.26, Sector “A”Pocket “C”,
Vasant Kunj,NEW DELHI -110 070
Tele-fax: +91-011-26890253
email: dro..midhani@ap.nic.in

01d 947/New 140, Sorrento House,
Poonamalee High Road,
CHENNAT - 600 084
Tele-fax: +91-044-26481101
email: coo.midhani@ap.nic.in

STATUTORY AUDITORS BANKERS
M/s Satyam & Veerabhadra Andhra Bank, HDFC Bank
Chartered Accountants, Hyderabad State Bank of India

State Bank of Hyderabad
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