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NILACHAL REFRACTORIES LIMITED

Regd. Office : Plot No. P/597, BJB Nagar, Lewis Road, Bhubaneswar-751014

NOTICE

The THIRTY FIRSTANNUAL GENERAL MEETING OF NILACHAL REFRACTORIES LIMITED will be held at
Hotel Sishmo, Bhubaneswar on Tuesday (day), the 30th September, 2008 at 12.30 PM to transact the following
business: '

AS ORDINARY BUSINESS

!

To receive, consider and adopt the Audited Accounts for the year ended on 31* March, 2008 and with the
reports of the Directors thereon.

2. Toappointa Director in place of Mr.Kamal Prakash, who retires by rotation and being eligible offers himself for
reappointment.

3. Toappointa Director in place of Mr. Saket Agarwal, who retires by rotation and being eligible offers himself for
reappointment.

4, Toappoint a Director in place of Mr. Vimal Prakash, who retires by rotation and being eligible offers himself for
reappointment.

5. To appoint a Director in place of Mr. Niraj Jalan, who retires by rotation and being eligible offers himself for
reappointment.

6. To appoint Statutory Auditors and to fix their remuneration.

Kolkata, ' By Order of the Board of Directors
Dated: 30" June, 2008

Regd. Office: Pragya Jhunjhunwala
Plot No. P/597, BIB Nagar, Lewis Road, Company Secretary
Bhubaneswar-751014

NOTES;

1. AMEMBER ENTITLED TOATTEND AND VOTE IS ENTITLED TO APPOINT A PROXY TO ATTEND AND,
ON A POLL, TO VOTE INSTEAD OF HIMSELF, AND THE PROXY NEED NOT BE A MEMBER OF THE
COMPANY. PROXIES IN ORDER TO BE EFFECTIVE, MUST BE LODGED WITH THE COMPANY NOT
LESS THAN 48 (FORTY EIGHT) HOURS BEFORE THE COMMENCEMENT OF THE ENSUING ANNUAL
GENERAL MEETING (AGM).

2.  Corporate Members are requested to send to the Company’s Registered Office, a duly certified copy of the Board
Resolution authorizing their representative to attend and vote at the AGM.

3. Register of Members and Share Transfer Books of the Company will be closed from 25 September,

2008 to 30th September, 2008 (both days inclusive) in connection with ensuing AGM.




Your Directors hereby present the Thirty First Annual Report together with the Audited Accounts of

DIRECTORS REPORT

your Company for the financial year ended on 31% March, 2008.

OPERATING RESULTS

The operating results of your Company for the financial year 2007-08 are as follows:-

1. Saleofthe Products
2. Other Income
3. Total Turnover
4. Operating Profit/(Loss) before Interest,
Depreciation and amortization of
expenses
5. Less: Interest
- Less: Depreciation
Less: Amortization of expenses
6. Profit/(Loss) for the year before Tax
7.  Provision For Tax
-FBT
- Deferred Tax
8.  Profit/Loss after Tax
DIVIDEND
In view of loss during the year, your Directors regret their inability to recommend any dividend for
the year.
OPERATIONS

The total turnover of the Company during the year is Rs. 1129.57 Lakhs. Your Company’s operations
at its factory located at Dhenkanal had to be shutdown for a period of around 2 months to undertake
major changes in the pollution control measures to ensure that the statutory norms are met by the

Company.

RAW MATERIALS

Your Company had to face lot of challenges in procuring raw materials during the year both in terms of
quality and costs. There has been a steep rise in the prices of main raw material like Bauxite, Coal,

Furnace oil and other raw materials during the year.

Rupees in Lakhs
1082.09

47.48
1129.57
(278.57)

(127.78)
( 14.95)

82.37)
(503.67)

(2.01)
265.06

(240.62)




RESEARCHAND DEVLOPEMENT

There have been no R & D activities during the year under review. However R & D activities are
vital for the company in order to cope with the competitive market condition, but due to paucity of
fund the company could not undertake the same. However, the company will start the same in the
coming future.

INTERNALAUDIT

The Management had appointed a firm of Chartered Accountants who are conducting the internal audit
of the company. The report thereof is also placed before the Audit Committee.

ACCOUNTING POLICIES

Accounting policies adopted by the company have been given in Schedule-O, in the Audited Balance
Sheet and Profit & Loss Account.

FUTURE PROSPECTS

The Steel Plants are bringing down the specific refractory consumption (i.e. kg. per tonne of steel) and
therefore, the Fireclay and High Alumina refractory market is shrinking and becoming competitive. At
this point, the proposed new Steel Plants which are coming up in the State of Orissa is a great hope to the
industry and it is expected that the demand may pick up. Simultaneously, your Company is also endeavoring
its best to find alternative market for its products.

Your Company has entered into a technical collaboration with M/s. Clayburn Industrial Group Ltd.,
Canada who are leaders and names to be reckoned with in the field of development, manufacture and
sales of refractory products. The collaboration will help your Company expand its range of products.
Your Directors would also wish to take the opportunity to inform the shareholders that a new company
has been incorporated as a Joint Venture Company between your company and M/s. Clayburn Industrial
Group Ltd., Canada.

DIRECTORS’ RESPONS_IBILITY STATEMENT
Pursuant to Section 217 (2AA) of the Companies Act, 1956, the Directors have
i)  Followed in the presentation of the annual accounts, the applicable accounting standards;

ii)  Selected prudent accounting policies and applied them consistently and made judgments and estimates
that were reasonable and prudent so as to give a true and fair view of the state of affairs of the
Company at the end of the financial year and of the loss of the company for the year under review.

i) Taken proper and sufficient care, to the best of their knowledge and ability, for the maintenance of
adequate accounting records in accordance with the provisions of the Companies Act, 1956, for
safeguarding the assets of the Company and for preventing and detecting fraud and other irregularities;

iv) Prepared the annual accounts on a going concern basis.




PARTICULARS OF EMPLOYEES

None of the employees of your Company come under the provisions of Section 217(2A) of the Companies
Act, 1956 read with Companies (Particulars of Employees) Rule, 1975. As a result, no disclosure in this
regard is necessary.

ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN EXCHANGE ETC.

Pursuant to the provisions of the Companies (Disclosure of particulars in the report of Board of Directors)
Rules, 1988 particulars are given in Annexure-1 .

AUDITORS REPORT

The observations made in the Auditor’s Report are self explanatory and therefore do not call for any
comments.

AUDITORS

M/s. P. Mukhopadhyaya & Co., Chartered Accountants, the present Auditors of the Company, retire at
this Annual General Meeting and are eligible for reappointment.

ACKNOWLEDGEMENT

Your Directors place on record their deep appreciation of the continued cooperation and support extended
by all concern and more particularly of the Companies Bankers “Canara Bank™ for their enduring support
in the hard times of the company.

For and on behalf of the Board of Directors
Kolkata
Dated: 30th June, 2008 Vijay Kumar Agarwal
Chairman




ANNEXURES TO DIRECTORS REPORT

Particulars pursuant to Provision of the Companies (Disclosure of particulars in the Report
of Board of Directors) Rules, 1988. '

A. CONSERVATION OF ENERGY:

(a)

(b)

Energy conservation measures taken:
(i) Idle running of Machines has been controlled
(i) Operating efficiency of Shaft Kiln has been improved.

(iii) Successful simultaneous operation of two Gas producers to fire increased green production
and bring down the specific consumption of coal.

Additional investments and proposals for reduction of consumption of Energy:

No additional investment is proposed but all efforts are on to conserve energy by improving
operations.

(c) Impactofabove measures:-
The above stated measures have resulted in reduction of consumption of energy to some
extent.
(d) Total Energy consumption & Energy consumption per unit of production.
Given below in prescribed Form — A.
FORM - A
FORM FOR DISCLOSURE OF PARTICULARS WITH RESPECT TO CONSERVATION
OFENERGY:
A. Power & Fuel consumption
1. Electricity 2007-08 2006-07
(a) Purchased
Unit (Kwh) 2153928 1485019
Total Amount 7806756 5863901
Rate/Unit (Rs./Kwh) 3.62 3.95
(b) Own Generation

(1) Through Diesel Generator

Unit (Kwh) 34260 57745
Unit per Ltr. of Diesel oil 3.00 2.62
Cost/Unit (Rs.) 11.53 12.78
(1) Through Steam Turbine N.A N.A

_ Generator




(2) Steam Coal Grade “A”,B’,”E” used in Gas Producer.

Quantity (Tonnes) 7468 9528
Total Cost (Rs.) 20122669 18305340
Average Rate (Rs./MT) 2695 1921
(3) FurnaceQil & L.D Oil
Quantity (KL) 204KL 396.5 KL
Total Amount (Rs.) 3799824 5676514
Average Rate 18627 14316
(4) LSHS Other Internal Generation N.A N.A
B. Consumption per unit of production.
(i) Refractories Produced (MT) 11183.000 14011.330
(i) Electricity (KWH/Tonne) 196 110
(i) Furnace oil & L.D oil (Litres/Tonne) 18.24 28.29
(iv) LSHS (Kg/Tonne) N.A N.A
(v) Steam Coal (Gross) Grade A,B,E
(Kg/Tonne of Bricks) 668 680
(vi) Net Coal after dust
(Kg/Tonne of Bricks) - 518 374.01
C. Technology Absorption:- NIL NIL

D. Foreign Exchange earning & outgo.

() Activities relating to exports, initiatives taken to increase exports, developments on new export

markets of products and services and export plan.

The Company has successfully started EXPORTING ITS PRODUCTS TO Australian market and

exploring possibilities for exports to other markets as well.

(i) Total foreign exchange used and earned

Foreign exchange used: Rs.31,11,141.00
Foreign exchange earned Rs. 30,12,618.00
ANNEXURE -A

MANAGEMENT DISCUSSION & ANALYSIS

1. Industry structure and developments:

Indian economy witnessed 9.3% growth in FY 2007-08, compared to 8.4% in the previous year which has
provided all-round growth in the manufacturing sector. The pace of growth is on an increase and likely to
continue for sometime. There is a lot of effort on the part of Government to provide all support to a
sustained growth in the Indian economy. Your Directors believe that the growth of Indian economy will
grow at a steady pace in days to come which will have a positive impact on the fortunes of your Company.




Fortune of your company which is in refractory industry is directly linked to the performance of Steel
Industry as it is the largest consumer of refractory products. The other consumers of refractory products
are cement, Copper, Glass, Aluminium and Petro-chemical industries etc. which are witnessing substantial
growth All these factors will.have a very positive impact on the growth of refractory industry.

Nilachal Refractories Ltd. (NRL) is having its manufacturing unit in the State of Orissa near DhenkanaL
The Plant is strategically located and the Company hopes to take advantage of the boom in steel industry
in the region. You will be glad to note that with the strong brand image enjoyed by your Company and
quality of its product the valuation of the Company will go up substantially which will have a positive
impact on the revival of the Company. :

2. Opportunity, threats, risks and concerns:

Consequent upon technology advancement in steel making processes, major opportunity lies in manufacturing .
of continuous casting refractories, slide gate refractories, special monolithics viz. castables, plastic based
ramming mass and gunning materials, etc. The Company is planning to put up facilities to manufacture
most of these products.

Demand for refractories has increased substantially due to increased steel production in India. The future
of the Company is bright with huge steel manufacturing capacities being created in India especially in
Orissa and Jharkhand.

The revival scheme sanctioned by BIFR is under implementation. In the industry front the market is still
buyer dominated. The buyers are insisting on better performance and bar is raised each time for subsequent
supplies/orders.

Competition in refractory industry is building up. Lot of consolidation and reorganization is taking place in
refractory industry. Input costs mainly the increase in cost of raw materials is also a cause of concern for
refractory industry. Cost reduction measures will play an important role in keeping the unit viable in the face
of stiff competition. Your Company has taken several cost reduction measures for improving operations to
bring down the cost of production and is hopeful to successfully meet the challenges of competition.

3. The turnover from refractories items is Rs. 1129.57 lacs during the year under review.
4. Outlook:
Production in steel industry has increased with that demand for refractory products is also increasing.

NRL will not be able to survive by basing its product mix on low-end products. For success and profitability,
NRL will have to go for high value products for which your company is planning.

There are many small and large Steel Plants coming up in the district of Dhenkanal and Orissa State on
the whole which will demand high-end products. With this we estimate a large requirement of quality
products with high value which should boost our total turnover as well as bottom line.

S. Internal control system and their adequacy:

The Company has introduced a proper internal audit system. The Company has always placed a lot of
emphasis on a strict internal control system commensurate with the size and nature of its business.

For & on behalf of the Board of Directors,

Kolkata Vijay Kumar Agarwal
Dated: 30th June, 2008 (Chairman)




ANNEXURE - B
CORPORATE GOVERNANCE
I. Company’s philosophy on code of Corporate Governance

The Company’s philosophy on corporate governance is to attain the highest levels of transparency, accountability
and responsibility in all operations and interactions with its shareholders, investors, lenders, employees and
Government. The Company believes that all its operations and actions must serve the under lying goal of enhancing
overall stakeholders value over a sustained period of time.

II. Board of Directors
a) Composition
Name : Category No. of Directorships  No. of Board Committee
Held in other Membership held in
Companies* other Companies.
1.  MrVijay Kumar Agarwal Non-Executive - -
Chairman Director
2. Mr.B.PJalan -do- - -
3. Mr.Sushil Kr. Agarwal -do - - -
4.  MrT.B.Singh Executive Director - -
Managing Director
5. Mr.Vimal Prakash Non-Executive Director - -
6. MrKamal Prakash -do- 2
7.  Mr.Saket Agarwal -do - - -
8. Mr.Niraj Agarwal -do- - -
9. Mr. Rajkumar Bajoria Independent Director - -
10. Mr.S.C.Mishra -do- - ' -
11.  MrP.K.Gupta -do - - -

e  Excluding Private, Foreign and Companies registered under Section 25 of the Companies Act, 1956.
b) Meeting and attendance:
During the year 2007 — 08 seven Board Meetings took place on the following dates:

30" June, 2007

31 July, 2007

29" September 2007
8" Qctober, 2007
31¢ October, 2007
31* January, 2008
17" March, 2008

Attendance of Directors at Board Meeting and Annual General Meeting (29" September, 2007)

Name of the Director No. of Board Meetings Attended Whether attended the AGM
Mr.Vijay Kumar Agarwal 7 Yes
Mr. B.P.Jalan 5 No
Mr.Sushil Kumar Agarwal 3 No
Mr. T.B.Singh 7 Yes
Mr.Vimal Prakash - No
Mr.Kamal Prakash 5 Yes
Mr.Saket Agarwal 3 No
Mr.Niraj Jalan 3 No
Mr.Raj Kumar Bajoria 4 No
Mr.S.C.Mishra 3 No
Mr.P.K.Gupta 3 No




