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SECTION I ï GENERAL  

 

DEFINITIONS AND ABBREVATIONS  

 

The following list of defined terms is intended for the convenience of the reader only and is not exhaustive. 

 

Conventional and General Terms 

 

Term  Description 

   

Companies Act  : The Companies Act, 1956, as amended  

   

Copyright Act  : The Copyright Act, 1955, as amended  

 

CCPS 

 

: 

 

Cumulative Convertible Preference Shares 

 

Depository 

 

: 

 

A depository registered with SEBI under the SEBI (Depository and 

Participant) Regulations, 1996, as amended from time to time. 

   

Depositories Act : The Depositories Act, 1996, as amended from time to time. 

   

Financial Year/Fiscal  : The period of 12 months beginning April 1 and ending March 31 of that 

particular year, unless otherwise stated  

   

IT Act  : The Income Tax Act, 1961, as amended  

   

Indian GAAP  : The generally accepted accounting principles in India  

   

Industrial Policy  : The industrial policy and guidelines issued by the Ministry of Industry, 

GoI 

   

Listing Agreement  : The equity listing agreements signed between the Company and the 

Stock Exchanges  

   

QIBs : Qualified institutional buyers (as defined in SEBI Regulations) 

   

Rupees /Rs./ `  : The lawful currency of India 

   

SEBI Act  : The Securities and Exchange Board of India Act, 1992, as amended  

   

SEBI Regulations  : The Securities and Exchange Board of India  (Issue of Capital and 

Disclosure Requirements) Regulations, 2009, as amended  

   

Takeover Code  : The Securities and Exchange Board of India  (Substantial Acquisition of 

Shares and Takeovers) Regulations, 1997, as amended  

   

Trademarks Act  : The Trademarks Act, 1999  

   

Weights & Measures Act : The Standard of Weights & Measures Act , 1976 as amended 

 

Issue Related Terms 

 

Term  Description 

Allottee(s) : The successful applicant(s) eligible for Allotment of Rights Equity 

Shares pursuant to the Issue  

   

Allotment/Allotted : Unless the context otherwise requires, the allotment of Rights Equity 

Shares pursuant to the Issue to the Allottees 

   

ASBA/Application 

Supported by Blocked 

: The application (whether physical or electronic) used by a shareholder 

to make an application authorizing the SCSB to block the amount 
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Term  Description 

Amount payable on application in their specified bank account  

 

ASBA Investor : An applicant who; ̀ 

a) holds the shares of the Company in dematerialized form as on the 

record date and has applied for entitlements and / or additional shares in 

dematerialized form;  

b) has not renounced his/her entitlements in full or in part;  

c) is not a renouncee;  

d) is applying through a bank account maintained with SCSBs.  

   

Bankers to the Issue  : The bankers to the Issue being Axis Bank Limited 

   

Business Day : Any day, other than Saturday or Sunday, on which commercial banks 

are open for business 

   

Composite Application 

Form/CAF  

: The form used by an Investor to make an application for allotment of 

Rights Equity Shares pursuant to Issue  

   

Consolidated Certificate  : In case of holding of Rights Equity Shares in physical form, the 

Company would issue one certificate for the Rights Equity Shares 

allotted to one folio  

   

Controlling Branches : Such branches of the SCSBs which coordinate applications under the 

Issue by the ASBA Investors with the Registrar to the Issue and the 

Stock Exchanges and a list of which is available at http:// 

www.sebi.gov.in 

 

Designated Branches : Such branches of the SCSBs which shall collect CAF from ASBA 

investor and a list of which is available on http:// www.sebi.gov.in 

 

Designated Stock 

Exchange/DSE  

: BSE 

   

Eligible Equity 

Shareholder(s)  

: A holder(s) of Equity Shares as on the Record Date  

   

Issue  : The issue of 17,501,961 Equity Shares of ̀ 10/- each for cash at a 

premium of ̀  10/- per Equity Share aggregating to `  3,500.39 Lakhs to 

the Eligible Equity Shareholders on rights basis in the ratio of One New 

Rights Equity Share for every One Equity Share held as on the Record 

Date, i.e. October 20, 2010. 

   

Issue Closing Date  : January 6, 2011 
   

Issue Opening Date  : December 22, 2010 
   

Issue Price  : `  20 per Equity Share  

   

Issue Proceeds : The monies received by the Company pursuant to the Rights Equity 

Shares which are Allotted pursuant to the Issue    

   

Investor(s)  : The Equity Shareholders of the Company on the Record Date i.e. 

October 20, 2010, Renouncees and any other persons eligible to 

subscribe to the Issue  

   

Lead Manager(s)  : Karvy Investor Services Limited 

   

Letter of Offer  : The Letter of Offer dated December 8, 2010 filed with the Stock 

Exchanges after incorporating SEBI comments on the Draft Letter of 

Offer  
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Term  Description 

   

Record Date  : October 20, 2010 

   

Registrar to the Issue  : Canbank Computer Services Limited 

 

Renouncee(s)  : Any person(s) who have/has acquired Rights Entitlements from Eligible 

Equity Shareholders  

   

Rights Entitlement  : The number of Rights Equity Shares that an Eligible Equity Shareholder 

is entitled to in proportion to his/ her shareholding in the Company as on 

the Record Date  

   

Rights Equity Shares : The equity shares of face value `  10 each of the Company offered and to 

be issued and allotted pursuant to the Issue   

   

SAF(s)  : Split Application Form(s)  

   

Self Certified Syndicate 

Bank or SCSB  

 

: The banks which are registered with SEBI under the SEBI (Bankers to 

an Issue) Regulations, 1994 and offers services of ASBA, including 

blocking of bank account and a list of which is available on http:// 

www.sebi.gov.in 

   

Stock Exchange(s)  : The BSE and the NSE where the Equity Shares of the Company are 

presently listed and traded 

   

Company and Industry Related Terms 

 

Term  Description 

ñMCLò or ñthe Companyò or ñour 

Companyò or ñweò or ñusò or ñourò  

: Murudeshwar Ceramics Limited, a public limited company 

incorporated under the provisions of the Companies Act, having its 

registered office at Murudeshwar Bhavan, Gokul Road, Hubli ï 

580030, India. 

   

Articles/Articles of Association/AoA : Articles of Association of the Company  

   

Auditor : Statutory Auditors of the Company, namely, M A Narasimhan & 

Co., Chartered Accountants  

 

   

Board / Board of Directors  : The board of directors of the Company or a committee thereof  

   

Compliance Officer and Company 

Secretary 

: Mr. Lakshmisha Babu. S 

   

Director(s)  : Any or all director(s) of the Company, as the context may require  

   

Equity Share(s)  : The equity share(s) of the Company having a face value of `  10, 

inter alia including such equity shares of the Company outstanding 

and fully-paid up, as on the Record Date, unless otherwise 

specified in the context thereof 

   

Kiln  : A furnace for firing/burning/drying bricks or ceramic ware 

   

Memorandum/Memorandum of 

Association  

 

: Memorandum of Association of the Company 

Promoter(s) : Any or all of the promoter(s) of the Company, as defined in the 

SEBI Regulations and as the context may require  

 

Promoter Group 

 

: 

 

The Promoter Group of the Company as defined in the SEBI 

http://www.sebi.gov.in/
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Term  Description 

Regulations 

   

Registered Office : The registered office of the Company located at Murudeshwar 

Bhavan, Gokul Road, Hubli ï 580 030, India 

   

SCMD :  Standard Cubic Meters per Day 

 

 

Abbreviations 

 

Term  Description 

AGM  : Annual General Meeting  

   

AS  : Accounting Standards, as issued by the ICAI  

   

BSE  : The Bombay Stock Exchange Limited  

   

CAF : Composite Application Form 

   

CAGR  : Compounded Annual Growth Rate  

   

CDSL  : Central Depository Services (India) Limited  

   

CFO  : Chief Financial Officer  

   

DP  : Depository Participant  

   

EBIDTA : Earnings Before Interest, Depreciation, Taxes & Amortization 

   

ECS  : Electronic Clearing Service  

   

EGM  : Extraordinary General Meeting  

   

EPS  : Earnings per share  

   

FDI  : Foreign Direct Investment  

   

FICS : Fellow of International College of Surgeons  

   

FEMA : Foreign Exchange Management Act, 1999, as amended and any 

circulars, notifications, rules and regulations issued pursuant to 

the provisions thereof 

   

FI  : Financial Institution  

   

FII(s)  : Foreign Institutional Investors registered with SEBI under 

applicable laws  

   

FICOG 

 

: Fellow of Indian College of Obstetrician and Gynecologist  

FIPB  : Foreign Investment Promotion Board  

   

FY : Financial Year ended 

   

GDP  : Gross Domestic Product  

   

GoI  : Government of India  

   

HRD  : Human Resource Development  

   

http://www.google.co.in/search?hl=en&&sa=X&ei=PWojTKrcMpO4rAe-_6z2Cg&ved=0CBMQBSgA&q=Fellow+of+Indian+College+of+Obstetrician+and+Gynecologist&spell=1
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Term  Description 

HUF  : Hindu Undivided Family  

   

ICAI  : Institute of Chartered Accountants of India  

   

ISIN : International Securities Identification Number 

   

ITAT  : Income Tax Appellate Tribunal  

   

MBBS : The Bachelor of Medicine and Surgery 

   

MD : Doctor of Medicine 

   

MICR  : Magnetic Ink Character Recognition  

   

MoU  : Memorandum of Understanding  

   

MVA  : Mega Volt Amperes 

   

MTPA/ M.T p.a. : Metric Tonnes Per Annum 

   

N.A. : Not Applicable 

   

NAV  : Net asset value  

   

NEFT  : National Electronic Fund Transfer  

   

NR  : Non Resident  

   

NRI(s)  : Non Resident Indians, as defined in the Foreign Exchange 

Management (Deposit) Regulations, 2000, as amended  

   

NSDL  : National Securities Depository Limited  
   

NSE  : The National Stock Exchange of India Limited  
   

OCB(s)  : Overseas Corporate Body(ies)  

 

O/s. : Outstanding 

 

PAN  : Permanent Account Number  

   

RBI  : Reserve Bank of India  

   

RoC  : Registrar of Companies, Karnataka, located at Bangalore 

   

RTGS  : Real time gross settlement  

   

SEBI  : Securities and Exchange Board of India  

   

STT  : Securities Transaction Tax  

   

Sq. Mtrs./ sq. mtrs : Square Meters 
   

TPA : Tonne per annum 

   

USD or US$  : United States Dollar  

   

VAT : Value Added Tax 

   

w.e.f.  : With effect from  
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PRESENTATION OF FINANCIAL INFORMATION AND USE OF MARKET DATA  

 

Unless stated otherwise, the financial information and data in this Letter of Offer is derived from the Companyôs 

audited financial statements and has been prepared in accordance with the SEBI Regulations. The Companyôs 

fiscal year commences on April 1 and ends on March 31 of the following calendar year, so all references to a 

particular fiscal year are to the twelve-month period ended March 31 of that year. The Company is an Indian 

listed company and prepares its financial statements in accordance with Indian GAAP, the Companies Act and 

Indian Accounting Standards. Indian GAAP differs significantly in certain respects from IFRS and US GAAP. 

Neither the information set forth in the financial statements nor the format in which it is presented should be 

viewed as comparable to information prepared in accordance with IFRS or any accounting principles other than 

principles specified in the Indian Accounting Standards. In this Letter of Offer, any discrepancies in any table 

between the total and the sums of the amounts listed are due to rounding-off, and unless otherwise specified, all 

financial numbers in parenthesis represent negative figures.  

 

Currency of Presentation  

 

All references to ñIndiaò contained in this Letter of Offer are to the Republic of India. All references to 

óRupeesò, ñINRò or ñ`ò are to Indian Rupees, the official currency of the Republic of India. In this Letter of 

Offer, references to the singular also refers to the plural and one gender also refers to any other gender, 

wherever applicable, and the words óLakhò or ñLacò mean ñ100 thousandò; ñ10 lakhsò means a ñmillionò, and; 

ñ10,000 lakhsò means a ñbillionò.  
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FORWARD LOOKING STATEMENTS  

 

The Company has included statements in this Letter of Offer which contain words or phrases such as ñmayò, 

ñwillò, ñaimò, ñbelieveò, ñexpectò, ñwill continueò, ñanticipateò, ñestimateò, ñintendò, ñplanò, ñseek toò, 

ñfutureò, ñobjectiveò, ñgoalò, ñprojectò, ñshouldò, ñpotentialò and similar expressions or variations of such 

expressions, that are or may be deemed to be forward looking statements. 

 

All forward looking statements are subject to risks, uncertainties and assumptions about the Company that could 

cause actual results to differ materially from those contemplated by the relevant forward-looking statement. 

Actual results may differ materially from those suggested by the forward looking statements due to risks or 

uncertainties associated with its expectations with respect to, but not limited to, factors affecting:  

 

 Its ability to compete effectively in the industry in which it operates its business;  

 The Companyós inability to meet its substantial working capital requirements or maintain its existing 

credit facilities;  

 Indian governmental policies regarding the tile industry, various duties and taxes, the monetary and 

interest rate policies and other policies affecting the Companyôs business;  

 The Companyôs inability to meet the consistent quality requirements of its customers or a change in 

customer preferences;  

 Regulatory changes pertaining to the industries in India in which the Company has its businesses and 

its ability to respond to them;  

 Its ability to successfully implement its strategy;  

 Its ability to develop new products  that appeal to consumers;  

 Its exposure to market risks;  

 General economic and political conditions in India and globally, which have an impact on its business 

activities;  

 Its ability to attract and retain qualified personnel;  

 Any adverse outcome in legal proceedings in which the Company, the Promoters and Group Entities, 

Directors or key managerial personnel may be involved;  

 The monetary and fiscal policies of India;  

 Unanticipated turbulence in interest rates; and  

 Equity prices or other rates or prices, the performance of the financial markets in India and globally.  

 

For a further discussion of factors that could cause the Companyós actual results to differ, please refer to the 

section entitled ñRisk Factorsò beginning on page viii  of this Letter of Offer. By their nature, certain market 

risk disclosures are only estimates and could be materially different from what actually occurs in the future. As a 

result, actual future gains or losses could materially differ from those that have been estimated.  

 

Neither the Company nor the Lead Manager(s) nor any of their respective affiliates or advisors have any 

obligation to update or otherwise revise any statements reflecting circumstances arising after the date hereof or 

to reflect the occurrence of underlying events, even if the underlying assumptions do not come to fruition. In 

accordance with SEBI / Stock Exchangesô requirements, the Company and Lead Manager(s) will ensure that 

Investors are informed of material developments until the time of the grant of listing and trading permission for 

the Rights Equity Shares by the Stock Exchanges. 
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SECTION II - RISK FACTORS 

 

An investment in equity and equity related securities involves a high degree of risk. You should carefully 

consider all of the information in this Letter of Offer, including the risks and uncertainties described below, 

before making an investment. If any of the following risks actually occur, the business, financial condition, 

results of operations and prospects could suffer, the trading price of the Equity Shares and the Rights Equity 

Shares of the Company could decline and you may lose all or part of your investment. You should also pay 

particular attention to the fact that the Company is governed in India by a legal and regulatory environment 

which in some material respects may be different from that which prevails in other countries. The Companyôs 

actual results could differ materially from those anticipated in these forward-looking statements as a result of 

certain factors, including the considerations described below and elsewhere in this Letter of Offer. The financial 

and other implications of material impact of risks concerned, wherever quantifiable, have been disclosed in the 

risk factors mentioned below. However, there are certain risks where the impact is not quantifiable and hence 

the same has not been disclosed in such risk factors. 

 

Materiality: 

 

The risk factors have been determined on the basis of their materiality. The following factors have been 

considered for determining their materiality: 

 

1. Some events may not be material individually but may be found material collectively. 

 

2. Some events may have a material impact qualitatively instead of quantitatively. 

 

3. Some events may not be material at present but may have material impacts in the future. 

 

INTERNAL RISK FACTORS  
 

1. The Company and its Promotes are involved in various legal proceedings which, if determined against them, 

could affect the business and financial conditions of the Company. 

 

a. Proceeding initiated against the Company 

 

Sl. 

No. 
Nature Complainant Accused Brief Facts and Status 

Financial 

implications 

Nil  

 

b. Proceedings initiated against the Promoters/ Directors  (Indivi duals and Corporate) 

 

Dr R.N. Shetty and Mr. Sunil R. Shetty, Directors and Promoters of the Company are party to certain criminal 

proceedings: 

 

Sl. 

No. 
Nature Complainant Accused Brief Facts and Status 

Financial 

implications 

1. Criminal Kanara 

District 

Central Co-

operative 

Bank  

 

MFEL and 

its Directors  

Mr. R.N. Shetty, was a director on the board of 

Murudeshwar Food and Exports Limited 

(MFEL). It was alleged that MFEL had 

defaulted in repayment of the loan. 

Consequently, the complainant has filed a 

private criminal complaint against MFEL and 

its directors. The matter is pending 

adjudication.  

Not 

ascertainable 

2. Criminal  Vijaya  Bank  

 

MFEL and 

its Directors 

Mr. R.N. Shetty was a director on the board of 

Murudeshwar Food and Exports Limited 

(MFEL). It was alleged that MFEL had 

defaulted in repayment of certain loans. 

Consequently, the complainant has filed a 

private criminal complaint against MFEL and 

its directors. The matter is pending 

adjudication.  

Not 

ascertainable 
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Sl. 

No. 
Nature Complainant Accused Brief Facts and Status 

Financial 

implications 

3. Criminal  The 

Karnataka 

State 

Pollution 

Control 

Board 

M/s. RNS 

Residency, 

a unit of 

Naveen 

Hotels 

Limited   

Mr. R.N. Shetty, is a director of Naveen 

Hotels Limited (NHL). It is alleged that NHL 

had failed to obtain requisite consents from the 

Karnataka State Pollution Control Board. The 

Petitioner thereby filed a private complaint 

against the Respondent.The matter is pending 

adjudication. 

Not 

ascertainable 

4. Criminal  The 

Karnataka 

State 

Pollution 

Control 

Board 

M/s. Fire 

Bricks and 

Potteries 

Private 

Limited 

Mr. Sunil R. Shetty, is a director of Fire Bricks 

and Potteries Private Limited (FBPPL).  It is 

alleged that FBPPL had constructed a 

residential apartment and hotel complex at 

Yeshwanthpur without obtaining requisite 

consents from The Karnataka State Pollution 

Control Board The matter is pending 

adjudication. 

Not 

ascertainable 

 

c. Proceedings initiated by the Company 

 

Sl. 

No. 
Nature Complainant Accused Brief Facts and Status 

Financial 

implications 

Nil  

 

d. Proceedings initiated by the Promoters/Directors (Individuals and Corporates) 

 

Sl. 

No. 
Nature Complainant Accused Brief Facts and Status 

Financial 

implications 

Nil  

 

The above proceedings are pending at different levels of adjudication before the appropriate fora and, if 

determined against them, could have a material adverse impact on the management of the Company. For further 

details please refer to section titled ñLegal and Other Informationò beginning on page 86 of this Letter of 

Offer. 

 

2. Failure to restore higher limits of natural gas allocation will adversely affect the business operations of the 

Company. 

 

The demand for natural gas at the Companyôs Karaikal unit has been on increase. The government has reduced 

the natural gas allocation for the Company from 24,000 SCMD to 16,000 SCMD. The Company has sought for 

restoration of the higher allocation limits vide its application dated July 4, 2009 with Ministry of Petroleum and 

Natural Gas of Government of India. However, the government is yet to grant the restoration of the said higher 

limits. The failure to restore the higher limits of natural gas allocation will adversely impact the Companyôs 

operations, financial condition and profitability.  

 

3. Any increase in power and fuel costs will affect the business operations and financial results of the Company. 

 

The power and fuel cost accounted for 21.25% to the operational income in FY 2009-10. There are different 

types of fuels used in the manufacturing process viz., High Speed Diesel/ Light Diesel Oil / Natural Gas / LPG/ 

Coal, etc. Power and Fuel, being one of the major heads of expenditure, the Company is continuously taking 

efforts to reduce the same by modifying kilns at its Hubli unit from LPG fired kilns to coal gas fired kilns. This 

aids the Company to reduce the cost of fuel significantly at the Hubli unit. However, any increase in power and 

fuel costs in the future or lack of availability of fuel at favorable costs will affect the business operations of the 

Company.  

 

4. Under-utilization, if any, of capacity of present manufacturing facilities may adversely affect the business, 

results of operations and financial condition.  
 

The Company currently has three manufacturing facilities for manufacturing Glazed Ceramic Tiles, Glazed and 

Unglazed Vitrified Tiles and Granite Slabs. For the Vitrified and Ceramic tiles, the Company has been able to 



 

x 

 

utilize 46% of its existing installed capacity and 32% with respect to granite slabs for FY 2009-10. Since the use 

of production capacity is subject to several variables like availability of raw material, power, water, proper 

working of machinery, orders on hand, etc., it cannot be assured that in future the Company shall be able to 

achieve the same or higher level of capacity utilization for current manufacturing facilities. Any under-

utilization of the production capacities in future may adversely affect the business, results of operations and 

financial condition. 

 

5. The Object of the Issue is to repay/ prepay the term loans and working capital loans of the Company. The 

levy of pre-payment penalties, if any, would impact the Companyôs financial condition. Further as the 

proceeds of this issue would be utilized for repayment of loans and hence would not resulting creation of 

tangible assets. 

 

The Company intends to utilize the net proceeds of this issue towards repayment/prepayment of a portion of the 

debt outstanding on the books of the Company. For further details, see ñObjects of the Issueò on page 17 of 

this Letter of Offer.  

 

The Company has availed term loans and working capital loans from various banks and financial institutions. 

The amount outstanding under these facilities as at November 30, 2010 was `  16,333.52 lakhs.  The Company 

proposes to repay / pre-pay a part of the following loans outstanding as on November 30, 2010 within a period 

of one year from the date of receipt of the Rights Issue proceeds. These represent 51.74% of the total 

indebtedness. 

 
(`  in Lakhs) 

Name of the Bank Balance O/s as on November 30, 2010 

Canara Bank 3,663.50 

State Bank of India 2,727.0 

Bank of Baroda 1,352.40 

Lakshmi Vilas Bank 195.24 

Indian Bank 513.73 

Total 8,451.87 

 

The repayment / prepayment of these loans attract an additional cost calculated as a percentage of the 

outstanding amount of loan to be repaid / prepaid. In case of the State Bank of India the pre-payment penalty is 

1% in case of pre-payment amount exceeds `  50 lakhs. For Bank of baroda: as applicable. While for other banks 

there is no mention about pre-payment penalties in the sanction letters or other loan documentation. It is 

however represented by the Company that the same may be negotiated. 

 

The Company shall take such provisions into consideration in prepaying and / or repaying such loans from the 

proceeds of the Rights Issue. Thus, the levy of pre-payment penalties, if any, would affect the Companyôs 

financial condition. 

 

Also, as the Company intends to utilize the net proceeds of this issue towards repayment/prepayment of a 

portion of the debt outstanding on the books of the Company. The issue proceeds, therefore, shall not result in 

creation of any tangible assets. 

 

6. The Company has incurred a loss for the year ending March 31, 2010. There can be no assurance that the 

Company would not incur losses in future. 

   

The Company has incurred a loss of `  1,576.91 lakhs for the year ended March 31, 2010 after providing for 

depreciation of ̀  2,466.24 lakhs and Interest of `  2,446.30 lakhs respectively. The operating profit (before 

Interest and Depreciation) of the Company stood at ̀  3,335.63 lakhs, representing 24.10% of the Companyôs 

turnover for the financial year ended March 31, 2010.  This is mainly due to the Global Recessionary period 

which has hit the construction as well as infrastructure industries for last two years. The company sales largely 

depend upon the Builders and Construction activities.  However the market has improved from the 1st quarter of 

2010-11 and the company has also improved its performance and reported profit before tax of `  132.54 lakhs for 

the sales of `  3890.42 lakhs after providing Interest of `  529.78 lakhs and depreciation of `  628.16 lakhs for the 

first quarter ended June 30, 2010. 

 

Further, there can be no assurance that the Company would not incur losses in future. 
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7. A portion of the Promoter Groupôs shares have been pledged.  

 

In order to secure the credit facilities availed by the Company for the working capital requirement, certain 

members of the Promoter Group of the Company had pledged 1,900,000 shares representing 10.86% of the 

Companyôs equity share capital as on the date of this Letter of Offer. Invocation of the said pledge would result 

in a substantial reduction of the Promoter and Promoter Groupôs shareholding in the Company. For further 

details relating to the shares pledged by the Promoter and Promoter Group, please refer to the section ñCapital 

Structureò beginning on page 11 of this Letter of Offer.  There are no additional terms and conditions by the 

lender for allowing temporary release of pledge 

 

8. The Company is subject to restrictive covenants in certain debt facilities availed of from its lenders. 
 

As on March 31, 2010, the total borrowings, both, secured and unsecured, stood at `  17,543.10 lakhs. This 

includes, secured loans of `  16,936.99 lakhs (97% of the total loans) and unsecured loans of `  606.11 lakhs (3% 

of the total loans). As on June 30, 2010 the total borrowings, both, secured and unsecured, stood at ̀  17,175.38 

lakhs. This includes, secured loans of `  16,844.66 lakhs (98% of the total loans) and unsecured loans of `  

328.72 lakhs (2% of the total loans) - For further details, please refer page no 46 and 68 for respective periods. 

There are restrictive covenants in agreements that the Company has entered into with certain banks for 

borrowings. These restrictive covenants require the Company to seek the prior permission of the said banks for 

various activities, including amongst others, such as  effecting any change in the capital structure, declaration of 

dividends for any year except out of profits relating to that year, implementing any scheme of expansion or 

acquire fixed assets, enter into borrowing arrangements with any bank or financial institution, undertaking 

certain projects, issuing new securities, changing the management, merger, consolidation, sale of assets, creating 

subsidiaries or making certain investments, and certain financial covenants may limit our ability to borrow 

additional money or to incur additional liens. Delay or failure to obtain such consents would impact the business 

operations of the Company.ò 

 

Further, the Company has created a charge on its movable and immovable assets in favor of lenders in order to 

secure the credit facilities availed. Any default in repayment of the loans or breach of the terms and conditions 

of the financing arrangements, would entitle the bank to enforce such securities. Consequently, the Companyôs 

business and financial operations would be adversely affected. 

 

The Company has received Consent / óNo Objection Lettersô from all the bankers in respect of the Rights Issue.  

 

9. The unsecured loans taken by the Company can be recalled by the lenders at any time. 

 

The unsecured loans as on June 30, 2010 was ̀  328.72 lakhs, taken by the Company comprises of public 

deposits, loans from the Life Insurance Corporation of India, ICICI Bank and Bill Discounting. None of these 

loans are related party loans. 

 

Some of the unsecured loans are liable to be recalled by lenders / depositors anytime such as: 

 

1. Public Deposits of `  32.15 lakhs can be called by depositors for realization pre-maturely. 

2. Bill Discounting of ̀  81.78 lakhs can lead to strain on the liquidity in the eventuality of trade disputes 

leading to non-realisation or delay. 

 

 

10. The Company does not have long term contracts with its customers. 

 

The Company has not executed any long term contracts with its customers. All its sales are based on purchase 

orders that are placed by the customers depending on their requirements. Consequently, the Companyôs revenue 

is also dependent on the requirements of the customers. The revenue earned from the top ten customers during 

the financial year ended March 31, 2010 accounts for 3.20% of the total sales. In the absence of long term 

contracts, there can be no assurance that a particular customer would continue to purchase products from the 

Company in the future. A reduction in the purchase orders placed by customers may adversely affect the 

business and revenues.  Further, any loss of major customers arising out of competition or from cheaper sources 

can lead to reduced margins and results and operations of the Company may be affected. 
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11. The contingent liabilities could adversely affect the financial condition of the Company. 

 

The Company has the following contingent liabilities in Balance Sheet, as at June 30, 2010 which is not 

provided for: 

(`  in Lakhs) 

Sl. No Particulars Amount  

1 Estimated amount of Contracts remaining to be executed and not provided for 110.66 

2 Bank Guarantees 82.22 

3 Letter of Credit 1,003.40 

 

12. The Company may not be able to effectively protect its intellectual property rights. 

 

The Company has submitted applications for registration of its logo and trademarks ñNaveen Diamondtileò and 

ñNaveen Ceramic Tilesò and the same are pending registration. Consequently, the Company do not enjoy the 

statutory protections and are subject to the various risks arising out of the same, including but not limited to 

infringement or passing off our name and logo by a third party. Other than as mentioned above, the Company 

has not applied for any other form of intellectual property protection.  

 

13. The business of the Company is dependent on its manufacturing facilities. The loss of or shutdown of 

operations at its manufacturing facilities may have a material adverse affect on business, financial condition 

and results of operations. 

 

The Companyôs manufacturing facilities are situated at Karaikal, Hubli and Jigani. These are subject to 

operating risks, such as the breakdown or failure of equipment, power supply or processes, performance below 

expected levels of output, raw material shortage or unsuitability, obsolescence, labor disputes, strikes, lock-outs, 

non-availability of services of The  external contractors, the ability to respond to technological advances and 

emerging industry standards and practices in the industries the company operate and propose to operate on a 

cost-effective and timely basis, earthquakes and other natural disasters, industrial accidents and the need to 

comply with the directives of relevant government authorities, and any other factors which may or may not be 

within control. The occurrence of any of these risks could significantly affect the business, its operating results 

and financial condition of the Company. Although the company takes precautions to minimize the risk of any 

significant operational problems at facilities, the financial condition, results of operations and the trading price 

of Equity Shares may be adversely affected by any disruption of operations at facilities, including but not 

limited to any of the factors mentioned above. 

 

14. The company has not entered in to any written distribution agreement with distributors for Companyôs 

products all over India. 

 

The Company has several distributors across the country which accounts for 30.70% of its Operational Income. 

Its top ten distributors and dealers account for nearly 20% of its total Operational Income. The Company does 

not enter into any agreements with its distributors and hence they can undertake distributorship of the products 

manufactured by other companies within the industry. This may lead to lower sales realization and thus may 

have an adverse impact on the business operations and financial condition of the Company. 

 

15. Inability to create new designs or patterns may adversely affect profitability. 

 

With a view to distinguish itself from its competitors and to cater the growing demand for its products, the 

Company is continuously making efforts to develop niche designs which suit the demand of its customers. This 

would in turn lead to enhance its presence in the market share in Tier I and Tier II cities and thus improve its 

profit margins compared to its competitors. The segment in which the Company operates its business is less 

price sensitive but requires a greater variety of designs and patterns which leads to a niche. The distinguishing 

factor in this segment is the appealing aesthetic look of the products, for which a lot of creativity is required. 

The inability to successively create new designs or patterns may have an adverse impact on the profitability of 

the Company. 

 

16. Sale of imported Vitrified and Ceramic tiles and granite slabs by competitors/unorganized players at lower 

prices may affect profitability. 

 

The Company faces stiff competition from various players in the industry like Kajaria Ceramics Limited, Bell 

Ceramics Limited, Nitco Limited, Euro Ceramics Limited, Somany Ceramics Limited, etc. The imported 

vitrified and ceramic tiles and granite slabs, which are sold at low prices by other competitors, may create 



 

xiii  

 

pressure and reduce prices. Import of low cost tiles is affecting pricing leading to lower market share in retail 

segment. Small players in unorganized sector have been increasing year by year. The cost of production for low 

quality vitrified tiles produced by these players is less which enables them to enter into a price war. This may 

have an adverse impact on the profitability of the Company. 

 

17. The Company depends on few suppliers for substantial portion of raw material purchases. 

 

The Company does not have any agreement with suppliers for sourcing of raw materials and thus may affect its 

regular supplies in case of any conflict or delay in the supply. The top ten suppliers of the Company account for 

30.54 % for the raw material purchases. Hence, it could adversely affect the manufacturing operations and 

consequently affect the financial results of the Company. Any problems faced by suppliers resulting in delays or 

non-adherence to quality requirements could adversely impact ability to meet its customerôs requirements in 

time and operations would be affected to the extent the company is unable to line up supplies from alternate 

suppliers. 

 

18. The company is dependent on third-party transporters for the supply of raw materials and delivery of 

products. Further, high transportation cost and escalation thereof may affect profitability. 

 

The company normally uses third-party transporters for the supply of most of raw materials to factories and for 

delivery of finished products to customers. Transport strikes by members of various Indian Truckersô Unions 

have taken place in the past, and could take place in the future, thereby causing an adverse effect on the receipt 

of supplies and ability to deliver finished products. 

 

19. The insurance coverage taken by the Company may not be adequate to protect against certain business risks.  

 

 Operating and managing a business involves many risks that may adversely affect the Companyôs operations, 

and thus in order to mitigate these risks to a certain extent, the appropriate risk cover is therefore a need.   

 

 The Company maintains general liability insurance coverage for its employees, assets, stocks, properties etc. 

The Company believes that its insurance coverage is generally consistent with industry practice. However, to the 

extent that any uninsured risks materialize or if it fails to effectively cover it for any risks, it could be exposed to 

substantial costs and losses that would adversely affect results of operations. In addition, the Company cannot 

be certain that the coverage will be available in sufficient amounts to cover one or more large claims, or that its 

insurers will not disclaim coverage as to any claims. A successful assertion of one or more large claims against 

the Company that exceeds its available insurance coverage or that leads to adverse changes in its insurance 

policies, including premium increases or the imposition of a large deductible or co-insurance requirement, could 

adversely affect the Companyôs results of operations. 

 

20. The Company has indebtedness, which, in the event of inadequate accruals may pose constraints in servicing 

its debt. 

 

The total borrowings of the Company as on March 31, 2010 and for the three months period ended June 30, 

2010 stood at `  17,543.10 lakhs and ̀  17,175.38 lakhs respectively against the Companyôs net worth of `  

25,189.48 lakhs and ̀  25,287.54 lakhs respectively The Companyôs ability to meet its debt service obligations 

and to repay its outstanding borrowings will depend primarily upon the cash flow generated by the business. 

There can be no assurance that the Company will generate sufficient cash enabling it to service its existing or 

proposed borrowings, comply with covenants or fund other liquidity needs. Adverse developments or a reduced 

perception of the companyôs creditworthiness in credit markets could increase the debt service costs and the 

overall cost of funds. If the Company fails to meet its debt service obligations or financial covenants required 

under the financing documents, its lenders could, if so stated in the financial documents, declare the Company in 

default under the terms of its borrowings, accelerate the maturity of its obligations, enforce the security interest, 

and take possession of its assets. There can be no assurance that, in the event of any such acceleration, the 

Company will have sufficient resources to repay these borrowings.  

 

21. The Company had negative cash flow from financing and investing activities for the FY 2009-10. Any 

negative cash flows in the future could have an adverse effect on the results of operations. 

 

The negative cash flow from the financing and investing activities for the FY 2009-10 is mainly due to 

repayment of loans, payment of interest, payment of dividend for the previous year, which are the financial 

activities and there was no fresh funds raised to meet these payments. All payments of financing activities were 

effected from the cash generated from the Companyôs operating activities resulting in negative cash flow for the 
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year 2009-10. For further details, please refer to the section titled, ñFinancial Informationò beginning on page 

39 of this Letter of Offer. 

 

22. We are yet to receive certain approvals relating to our existing operations that we have applied for. Failure or 

delay in obtaining these approvals may have a material adverse effect on our business, financial condition 

and profitability.  

 

In respect of our existing operations, we have submitted applications for the renewal of certain approvals and 

the same are pending before the regulatory and municipal authorities. A summary of such approvals is detailed 

hereunder.  

 

License/ Approval Status 

a) Renewal of factories license in respect of the 

Companyôs factory situated at Hubli  

The Company has submitted an application dated 

October 22, 2009 addressed to the Sr. Asst., Director 

of Factories, Hubli for renewal of the same. The said 

application is pending, 

b) Renewal of factories license in respect of the 

Companyôs factory situated at Union Territory of 

Pondicherry  

The Company has submitted an application dated 

October 30, 2009 addressed to the Inspector of 

Factories, Karaikal for renewal of license for the year 

2010. The said application is pending. 

c) Renewal of combined consent to operate under 

the Water (Prevention and Control of Pollution) 

Act, 1974 and Air (Prevention and Control of 

Pollution) Act, 1981  in respect of the Companyôs 

plant at Jigani. 

The Company has submitted an application for 

renewal of the consent and the same was received by 

the Karnataka  State Pollution Control Board on 

October 15, 2009 The said application is pending. 

 

The licenses and approvals required to be renewed or obtained by us for the purpose of carrying on our existing 

and proposed businesses are granted by governmental or statutory authorities. The grant of these licenses and 

approvals are affected under the due processes and procedures as prescribed by the applicable governmental/ 

municipal rules and regulations. Further, the grant of the licenses are contingent upon the satisfaction of certain 

norms and conditions as may be prescribed by the relevant authority as well as an inspection of the facilities of 

the Company. Consequently, there may be a substantial amount of delay in the receipt of the required approvals. 

 

For further details, please refer to the section titled ñGovernment and Other Approvalsò on page 89 of the 

Letter of Offer. Failure or delay in obtaining the above approvals may have a material adverse effect on our 

business, financial condition and profitability. 

 

23. Certain Group Companies have incurred losses in the past. 

 

Some of the following Group Companies have incurred losses in the past. The details of profit / (loss) after tax 

of these Group Companies for the FY 2009, 2008 and 2007 are as under: 

 

(`  in Lakhs) 

Sl. No Group Company FY 2009 FY 2008 FY 2007 

1 RNS Infrastructure Ltd          666.81        3,606.57        4,786.14  

2 Naveen Mechanised Construction Company Pvt Ltd. 7.41   (129.27)  (135.26) 

3 Naveen Hotels Ltd 450.88  578.15 652.38 

4 Murudeshwar Power Corporation Ltd          112.47           878.25           974.72  

5 Firebricks & Potteries Pvt. Ltd.            43.64             42.43           (22.99) 

6 RNS Motors Ltd          406.01           386.58           158.52  

7 Naveen Structurals & Engineering  Co. Pvt. Ltd             0.51              1.02              0.78  

8 Murudeshwar Developers Ltd   (1.26) 7.07   (237.11) 

9 Shri Murudeshwar Tiles Pvt Ltd  (0.94)  (0.98)  (1.32) 

10 Murudeshwar Infosystems Ltd            (0.88)            (2.37)            (2.35) 

11 R. N. Shetty Trust          604.71           210.33  475.31  

12 R. N. S. Trust            (44.27)           (26.72)            (42.11)  

13 R. N. Shetty Family Trust          150.11           237.61  524.50 
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NMCC FY 2008 and FY 2007 ï The Company did not get any new works during the years.  However due to 

higher employee cost, fixed administrative expenditure and interest burden there was a loss of `  129.27 lakhs 

and of ̀  135.26 lakhs for respective years.  

 

FBPPL FY 2007 ï The Company has borrowed money for joint development of residential properties and 

incurred interest burden on the borrowing made by the Company.  Further, the Company has paid professional 

and legal charges and thereby it has incurred a loss of `  22.99 lakhs 

 

MDL FY 2009 and FY 2007 ï The Company did not extend the loans to new customers.  However, due to 

provision for bad and doubtful debts there was a loss of `  1.26 lakhs and of `  237.11 lakhs for respective years.  

 

SMTPL FY 2009, FY 2008 and FY 2007 ï The Company has closed its plant long back.  However, it has paid 

previous years sales tax dues and other administrative expenses and interest and has incurred a loss of `  0.94 

lakhs, of ̀  0.98 lakhs and of `  1.32 lakhs for respective years. 

 

MISL FY 2009, FY 2008 and FY 2007 ï The Company has stopped development of software and hence it has 

not generated any income during the years. However, due to deprecation on fixed assets and other revenue 

expenditure incurred by the Company there was losses of `  0.88 lakhs, ̀  2.37 lakhs and ̀ 2.35 lakhs for 

respective years.  

 

RNS TRUST FY 2009, FY 2008 and FY 2007 - It is a charitable trust registered under section 12A(a) of the 

Income Tax Act 1961.  The main object of the trust is to give medical benefits to the poor and needy people.  

The trust is charging minimum amount to the patients while it is paying higher remuneration to Doctors and 

other staff members.  Hence, the Trust has incurred losses of `  44.27 lakhs, ̀ 26.72 lakhs and `  42.11 lakhs 

respective years 

 

24. The utilisation of Issue proceeds will not be monitored by any external, independent or a Monitoring Agency 

but through the Audit Committee. 

 

There will be no external, independent or a Monitoring Agency which would monitor the utilization of our Issue 

proceeds. However, the Audit Committee will monitor the utilization of the proceeds of the Issue. We will 

disclose the details of the utilization of the Issue proceeds, including interim use, under a separate head in our 

financial statements specifying the purpose for which such proceeds have been utilized or otherwise disclose as 

per the disclosure requirements of our listing agreements with the Stock Exchanges and in particular Clause 49 

of the listing agreement.. 

 

25. The Company is dependent on the expertise of its senior management team and key technical and managerial 

personnel. 

 

The Company is dependent on its senior management team for setting the strategic direction and managing its 

business, both of which are crucial to its success. Given the substantial experience of the senior management 

team, in the event any or all of them leave or are unable to continue to work with the Company, it may be 

difficult to find suitable replacements in a timely manner or at all. The Companyôs ability to retain experienced 

personnel as well as senior management will also in part depend on the Company maintaining appropriate staff 

remuneration and associated benefits. The Company cannot be sure that the remuneration and benefits that are 

in place will be sufficient to retain the services of the senior management and skilled people. The loss of any of 

the members of the senior management or other key personnel may adversely affect the business, financial 

condition and results of operations of the Company. 

 

26. The operation of the Company involves hiring of contract labor, which involves compliance with various 

applicable regulations the non-compliance of which may have financial implications. 

 

In order to retain flexibility and keep the fixed overheads to the minimum, in line with industry practice, the 

Company appoints contractors who in turn engage on-site contract labour for performance of low skill 

operations. From a regulatory perspective, the Company faces the risk that on an application made by the 

contract labourer's, the appropriate court / tribunal may direct the Company that the contract labourers are 

required to be regularized or absorbed, and / or that the Company pay certain contributions in this regard that 

can adversely impact the financial performance of the Company. 

 

27. If the Company is not able to obtain, renew or maintain the permits and approvals required to operate its 

business, this may have a material adverse effect on its business. 
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The Company requires certain permits and approvals to operate its businesses and/ or facilities, including 

permits required by the environmental regulatory authorities. Some of the licenses would fall due for renewal in 

due course. There can be no assurance that the relevant authorities will issue any such permits or approvals in 

the time-frame anticipated by the Company or at all. If the Company fails to renew, maintain or obtain the 

required permits and approvals, and licenses in a timely manner or at all, it would interrupt its operations.   

 

28. Failure to comply with environmental laws and regulations or face environmental litigation. 

 

The company may incur substantial costs to comply with requirements of environmental laws and regulations. 

In addition, it may discover currently unknown environmental problems or conditions. The company is subject 

to significant national and state environmental laws and regulations, which govern the discharge, emission, 

storage, handling and disposal of a variety of substances that may be used in or result from operations. 

Environmental laws and regulations in India are becoming increasingly stringent and it is possible that they will 

become significantly stringent in the future. In addition, failure to comply with environmental laws may result in 

assessment of penalties and fines against us by regulatory authorities. The commencement of environmental 

actions against us or the imposition of any penalties or fines on us as a result thereof could have a material 

adverse effect on the business prospects and results of operations of the Company. 

 

29. The Companyôs ability to pay dividends in the future will depend upon future earnings, financial condition, 

cash flows, working capital requirements and capital expenditures. 

 

The amount of future dividend payments of the Company, if any, will depend upon its future earnings, financial 

condition, cash flows, working capital requirements and capital expenditures. There can be no assurance that it 

will be able to pay dividends. 

 

30. The Company has entered into certain related party transactions. 

 

The Company has entered into related party transactions with the promoters, directors and some of its group 

entities. These transactions are primarily in the nature of day-to-day business transactions of sales and purchases 

of goods and services. Transaction of capital nature like sale and purchase of Assets and Loans have also been 

entered into. Following is the details of related party transaction: 

` in Lakhs 

 

Particulars 

Transactions during 

Period 

ending 

June 30, 

2010 

Period 

ending 

June 30, 

2009 FY 2010 FY 2009 FY 2008 

Business Transactions           

Sale of Tiles 19.36 27.30 107.69  313.11 71.00 

Earth Work Receipts - - - 1,134.40 2,573.80 

Services / Maintenance - - - - 199.63 

Purchase of Power 63.25 - 459.73 490.98 457.07 

Purchases / Services - - 0.38 17.07 - 

Hotel Room Rentals 0.61 0.15 0.80 0.83 1.29 

Capital Transactions      

Purchase of Assets - - - 147.25 1,890.84 

Purchase of Assets & Services 0.02 1.06 2.32 12.55 6.89 

Fund Transfer - 6.50 376.79 - - 

Funds transferred Receipt 2.86 - 70.00 159.31 - 

Sale of Asset - - - - 8.91 

 

For more information, see the Page 55, 56 and 78 of the Letter of Offer. 

 

31. The Equity Shareholders will not be able to sell immediately on an Indian stock exchange any of the Rights 

Equity Shares purchased in the Issue. 

 

The Rights Equity Shares will be listed on the NSE and BSE. Pursuant to Indian regulations, certain actions 

must be completed before the Rights Equity Shares can be listed and trading may commence. Investorsô book 
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entry or ñdematò accounts with depository participants in India are expected to be credited within two working 

days of the date of allotment. Thereafter, upon receipt of final approval from the NSE and the BSE, trading in 

the Rights Equity Shares is expected to commence within seven working days of the date on which the basis of 

allotment is approved by the Designated Stock Exchange. The Company cannot assure that the Rights Equity 

Shares will be credited to investorsô demat accounts, or that trading in the Rights Equity Shares will commence, 

within the time periods specified above. 

 

 

 

EXTERNAL RISK FACTORS  
 

32. Risk related to macroeconomic factors. 

 

The ceramic tile and marble slab industry is a cyclical industry. Generally, the demand for products and services 

is dependent upon many factors, including the macro economic growth of the country. Due to the cyclical nature 

of the industry, the company may get excess orders when there is a boom and any down turn in the domestic 

economy may cause an adverse impact on the business and profitability of the Company. 

 

33. Risk relating to a downturn in real estate sector. 
 

In late FY 2007-08 and FY 2008-09, the Indian economy witnessed a downturn due to the global economic 

breakdown world over. All the major industries, including the real estate sector were worst hit by this 

breakdown. Thus the demand for the Companyôs products remained subdued due to the lackluster demand from 

the real estate sector, which is one of the major drivers for the demand for the Companyôs products. In future if 

the real estate industry is affected adversely, it could adversely impact business and profitability.  

 

34. The Company is availing certain tax exemptions which may not be available in future. 

 

The Company is availing certain tax exemptions related to sales tax/ value added tax and income tax. In case 

these exemptions are withdrawn or phased out or the benefits of the same are denied to the Company for any 

reason whatsoever, the future tax liabilities of the Company may substantially increase and would result into 

reduction in profit margins or increase in losses as the case may be. 

 

35. Absence of regulatory entry barriers. 

 

There are no regulatory entry barriers for setting up a ceramic tile or marble slab. Due to no regulatory entry 

barriers, many players from the organized as well as the un-organized sector may enter this industry. The entry 

of these players may result in excess capacity, competition and resultant price pressure on the products. 

 

36. Any changes in the regulatory framework pertaining to ceramic tile or granite slab industry could have an 

adverse impact on the business of the Company. 

 

Withdrawal of exemption of anti-dumping duties on Vitrified Ceramic Tiles in India, increase in excise duties 

and other taxes such as sales tax, value added tax etc., and reduction of import duties may have adverse impact 

on business. The company does not know what the nature or extent of changes that can take place other than 

those mentioned hereinabove. Such changes may adversely affect the financial condition of Company. 

 

37. There is no assurance that the Rights Equity Shares will be listed on the Stock Exchanges in a timely manner 

or at all and any trading closures at the Stock Exchanges may adversely affect the trading price of the Equity 

Shares. 

 

In accordance with Indian law and practice, permission for listing of the Rights Equity Shares will not be 

granted until after the Rights Equity Shares have been issued and allotted. Such permission will require that all 

other relevant documents authorising the issue of the Rights equity Shares to be submitted. There could be a 

failure or a delay in listing the Rights Equity shares on the BSE and NSE. Any failure or delay in obtaining the 

approval would restrict the investorôs ability to dispose of their Rights Equity Shares. 

 

38. Equity Shareholders bear the risk of fluctuation in the price of the Equity Shares of the Company. 

 

It is impossible to predict whether the price of the Equity Shares of the Company will rise or fall. Trading prices 

of the Equity Shares will be influenced by, among other things, the financial position of and the results of 
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operations of the Company, and political, economic, financial and other factors. There can be no assurance that 

the prices at which the Shares are currently traded will correspond to the prices at which the Equity Shares will 

be traded in the market subsequent to the Issue.  

 

39. There are restrictions on daily movements in the price of the Equity Shares, which may adversely affect an 

Equity Shareholderôs ability to sell, or the price at which it can sell Equity Shares at a particular point in 

time. 

 

The Company is subject to a daily circuit breaker imposed by all stock exchanges in India which does not allow 

transactions beyond certain volatility in the price of the Equity Shares. This circuit breaker operates 

independently of the index-based market-wide circuit breakers generally imposed by SEBI on Indian Stock 

Exchanges. The percentage limits on the Companyôs circuit breakers are set by the NSE and BSE. The NSE and 

the BSE do not inform the Company of the percentage limit of such circuit breakers and may change it without 

the Companyôs knowledge. This circuit breaker effectively limits the upward and downward movements in the 

price of the Equity Shares. As a result of this circuit breaker, there can be no assurance regarding the ability of 

the Equity Shareholders to sell the Equity Shares or the price at which shareholders may be able to sell their 

Equity Shares at a particular point in time would be curtailed. 

 

40. Future sale of Equity Shares by some of the current Shareholders could affect the price of the Equity Shares 

in the secondary market. 

 

The market price of the Equity Shares of the Company could decline if some of the existing shareholders sell a 

substantial number of Equity Shares post listing or on the perception that such sales or distributions could occur. 

This, in turn, could make it difficult for the Shareholders to sell Equity Shares in the future at a time and at a 

price that you deem appropriate. 

 

41. The price of the Equity Shares may be highly volatile. 

 

The price of the Equity Shares of the Company on the stock exchanges may fluctuate after this Issue as a result 

of several factors including: 

 

 Volatility in Indian and global securities market 

 The results of operations and performance 

 Adverse media reports, if any, on the Company 

 Changes in the estimates of the performance or recommendations by financial analysts 

 Significant development in Indiaôs economic liberalization and de-regulation policies 

 Significant development in Indiaôs fiscal and environmental regulations 

 There can also be no assurance that the price at which the Equity Shares are currently traded will 

correspond to the prices at which the Equity Shares will trade in the market subsequent to this Issue. 

 

42. The Company is subject to risks arising from interest rate fluctuations, which could adversely affect its 

business, financial condition and results of operations. 

 

Changes in interest rates could significantly affect the financial condition and results of Operations of the 

Company. If the interest rates for its existing or future borrowings increase significantly, its cost of funds will 

increase. This may adversely impact the Companyôs results of operations, planned capital expenditures and cash 

flows. 
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Prominent Notes  

 

1. This is an Issue of 17,501,961 Equity Shares of face value of `  10 each at a premium of `  10/- per Equity 

Share for an amount aggregating to `  3,500.39 lakhs on Rights basis to the existing shareholders of the 

Company in the ratio of One New Equity Share for every One Equity Share held by the existing 

shareholders on the Record Date, i.e. October 20, 2010. 

 

2. The net worth of the Company as on March 31, 2010 is `  25,189.48 lakhs and for the three months period 

ended June 30, 2010 is ̀  25,287.54 lakhs.  

 

3. For details of transactions by the Company with group companies, see Page 55, 56 and 78 and Risk Factor 

30 of this Letter of Offer.  

 

4. Following should be noted with respect to ñNote No 4(c) regarding non-Provision of Excise Dutyò in the 

Auditors report dated May 05, 2010 for year ended March 31, 2010 and report dated October 8, 2010 for 

quarter ended June 30, 2010   

 

Excise duty is payable at the time of removal of goods from factory godown either for sale or for stock 

transfer to other godowns. The excise duty on ceramic tiles is computed on its maximum retail price. The 

maximum retail price for the same product varies for different regions / geographies depending upon 

transportation cost, local taxes etc. Further, the goods lying at factory godowns are not segregated for a 

particular region / geography. It is consequently difficult to ascertain the precise assessable value of the 

goods lying at the factory premises for calculation of the excise duty payable. Hence, in order to avoid 

mismatches in the Central Excise Account, the Company has adopted the practice of valuing the stocks at 

factory godown without making provision for Excise Duty. The above practice has been qualified by the 

Companyôs Statutory Auditors, as being not in accordance with Accounting Standard ï 2 (AS2) issued by 

the Institute of Chartered Accountants of India (óICAIô) and also as one not having an impact on the Profits 

for the period  under review. 

 

5. The Company had, on November 29, 2005 allotted 25,01,000 - 10% CCPS to Reliance Capital Asset 

Management Ltd. and R. N. Shetty Family Trust. The expenses incurred in respect of the said Preferential 

Allotment of CCPS has been amortized over five years period @ `  8.44 lakhs per year from 2005-06 to 

2009-10. 

 

6. The Companyôs Investments are all long-term and hence, valued at cost in accordance with AS13. The 

details of investments as on June 30, 2010 are as under:      

            (`  in Lakhs) 

Category Amount  

National Savings Certificates 0.51 

20,000 Equity Shares of `  10/- each of Murudeshwar Décor Limited 2.00 

14,89,400 Equity Shares of `  10/- each of Murudeshwar Power Corporation Limited 

(paid-up value ï `  20/- per share) 
297.88 

Total 300.39 

    

7. There is no financing arrangement whereby the Promoter Group, the directors of the Promoters, the 

Directors and their relatives have financed the purchase by any other person of securities of the Issuer other 

than in the normal course of business of the financing entity during the period of six months immediately 

preceding the date of filing the Letter of Offer with SEBI.  

 

8. All information shall be made available by the Lead Managers and the Company to the existing 

shareholders of the Company and no selective or additional information would be available only to a 

section of the investors in any manner whatsoever. 

 

9. Investors may contact Compliance Officer or the Lead Manager(s) for any matter pertaining to the Issue. 

 

10. The Draft Letter of Offer was earlier filed with SEBI, Plot No. C4-A, óGô Block, Bandra Kurla Complex, 

Bandra (East), Mumbai - 400 051, India for its observations on June 26, 2010. SEBI vide its letter bearing 

no. CFD/DIL/SK/PN/24741 /2010 dated October 26, 2010 has advised re-filing of the DLoF in view of 

Schedule VII (1) (e) of SEBI (ICDR) Regulations, 2009, in view of the change in size of the Rights Issue 
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from ` 7,500.00 lakhs to ` 3,500.39 lakhs. Subsequently, the Draft Letter of Offer has been re-filed with 

SEBI on November 1, 2010. SEBI has issued its final observations vide letter no. 

CFD/DIL/ISSUES/SK/PN/OW/27826/2010 dated November 26, 2010 and the observations have been 

incorporated as appropriate, in this Letter of Offer. The Letter of Offer has been filed with the Designated 

Stock Exchange as per the provisions of the SEBI (ICDR) Regulations, 2009 
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SECTION III ï INTRODUCTION  

 

THE ISSUE 

 

The Board of Directors of the Company had pursuant to a resolution passed under Section 81(1) of the 

Companies Act at its meeting held on May 5, 2010; and pursuant to a resolution passed by the Executive 

Committee of the Board on May 6, 2010, approved this Issue. Further, the Shareholders of the Company have, 

at the AGM held on June 19, 2010, authorized this Issue.  

  

Further, the Board of Directors of the Company at its meeting held on October 8, 2010 approved the terms and 

conditions for this issue.    

 

The following is a summary of the Issue. This summary should be read in conjunction with, and is qualified in 

itôs entirely by, more detailed information in the chapter titled ñTerms of the Issueò beginning on page 101 of 

this  Letter of Offer. 

 

Rights Equity Shares being 

offered by the Company  
17,501,961 Rights Equity Shares  

Rights Entitlement for Rights 

Equity Shares  

One New Rights Equity Share for every One Equity Share held on the 

Record Date  

Record Date  October 20, 2010 

Face Value per Rights Equity 

Shares 
`  10 

Issue Price per Rights Equity 

Share  
`  20/- at a premium of `  10/- per Rights Equity Share  

Equity Shares outstanding prior 

to the Issue  
17,501,961 Equity Shares  

Equity Shares outstanding after 

to the Issue  
35,003,922 Equity Shares  

Terms of the Issue  
For more information, please refer to the section entitled ñTerms of the 

Issueò beginning on page 101 of this Letter of Offer.  
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SUMMARY OF FINANCIAL INFORMATION  

 

The following table sets forth the selected historical financial information of Murudeshwar Ceramics Limited 

derived from its audited financial statements for the three months period ended on June 30, 2010 and un-audited 

financial statement for the three months period ended on June 30, 2009 and financial year ended March 31, 2010 

as prepared in accordance with Indian GAAP and the Companies Act, 1956 and as described in the Auditorôs 

Report of M/s. M. A. Narasimhan & Co., included in the section titled ñFinancial Statementsò on page 39 of this  

Letter of Offer and should be read with the Notes to the Statement of Assets and Liabilities, Profits and Losses and 

Cash Flows of the Company thereto: 

(`  in Lakhs) 

Sr 

No 

Particulars 3 months ended 

June 30, 2010 

Corresponding 3 

months ended in 

the previous year 

June 30, 2009 

Previous 

accounting year 

ended March 31, 

2010 

Audited Unaudited Audited 

1 (a) Net Sales/Income from 

Operations 

3,890.42 3,387.44 13,839.32 

  (b) Other Operating Income 12.22 7.17 55.96 

  Total 3,902.64 3,394.61 13,895.28 

       

2.   Expenditure    

  a. (Increase)/decrease in stock in 

trade and work in progress 

(509.49) 120.96 (1,191.24) 

  b.  Consumption of raw materials 711.67 778.93 3,048.65 

  c.  Purchase of traded goods 174.12 - 62.32 

  d.  Employees cost 303.10 281.82 1,356.98 

  e.  Depreciation 628.16 604.38 2,466.24 

  f.  Other expenditure 604.26 483.71 2,380.28 

  g. Power and Fuel 788.88 637.40 2,942.10 

  h. Production Consumables 105.58 149.23 539.02 

  i. Central Excise Duty 287.61 128.10 847.06 

  j. Repairs and Maintenance 146.42 147.90 574.48 

  Total Expenditure 3,240.31 3,332.43 13,025.89 

       

3 Profit from Operations before Other 

Income,  Interest & Exceptional 

Items (1-2) 

662.33 62.18 869.39 

4  Other Income - - - 

5 Profit before Interest & Exceptional 

Items (3+4) 

662.33 62.18 869.39 

6 Interest 529.79 596.80 2,446.30 

7 Profit after Interest but before 

Exceptional Items (5-6) 

132.54 (534.62) (1,576.91) 

8 Exceptional Items/ Minority Interest - - - 

9 Profit (+)/ Loss (-) from Ordinary 

Activities before tax (7-8) 

132.54 (534.62) (1,576.91) 

10 Tax expense: Income Tax 27.00 - - 

  Fringe Benefit Tax - - - 

  Deffered Tax - - - 

  Total 27.00 - - 

  Add:   Deferred Tax Assets - - 29.50 

  Excess IT Written Back - - 16.64 

  Total - - 46.14 
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Sr 

No 

Particulars 3 months ended 

June 30, 2010 

Corresponding 3 

months ended in 

the previous year 

June 30, 2009 

Previous 

accounting year 

ended March 31, 

2010 

Audited Unaudited Audited 

11 Net Profit (+)/Loss(-) from Ordinary 

Activities after tax (9-10) 

105.54 (534.62) (1,530.77) 

12 Extraordinary Item (net of tax 

expense) 

- - - 

13 Net Profit (+)/Loss(-) for the period 

(11-12) 

105.54 (534.62) (1,530.77) 

14 Paid-up equity share capital  1,750.97 1,750.97 1,750.97 

  (Face Value of `  10/- per share)  

15 Reserves and Surplus - - 23,438.51 

16 Earnings Per Share (EPS)    

  (a) Basic and diluted EPS before 

Extraordinary items for the period, 

for the year to date and for the 

previous year (not annualized) 

0.60 (3.05) (8.74) 

  (b) Basic and diluted EPS after 

Extraordinary items for the period, 

for the year to date and for the 

previous year (not annualized)  

0.60 (3.05) (8.74) 

17 Public shareholding    

  - Number of shares 8,343,117 8,587,161 8,587,160 

  - Percentage of shareholding  47.67 49.06 49.06 

18 Promoters and Promoter Group 

Shareholding 

   

  a) Pledged / Encumbered    

  -       Number of shares 4,178,840 5,415,840 4,178,840 

  -       Percentage of shares (as a % of 

the total shareholding of promoter 

and promoter group) 

45.63 60.75 46.88 

  -       Percentage of shares (as a % of 

the total share capital of the 

company) 

23.88 30.94 23.88 

       

   b) Non - encumbered    

   - Number of shares 4,980,004 3,498,960 4,735,961 

  - Percentage of shares (as a % of the 

total shareholding of the Promoter 

and Promoter group) 

54.37 39.25 53.12 

  -       Percentage of shares (as a % of 

the total share capital of the 

company) 

28.45 19.99 27.06 

 

 



 

4 

 

Segment wise Revenue, Results and Capital Employed for the First Quarter ended June 30, 2010 

(`  in Lakhs) 

Sr 

No 

Particulars 3 months ended 

June 30, 2010 

Corresponding 3 

months ended in 

the previous year  

June 30, 2009 

Previous 

accounting year 

ended March 31, 

2010 

1 Segment Revenue    

  (Net Sales/ Income from each 

segment) 

   

  a) Ceramic 876.94 800.46 3,226.18 

  b) Vitrified 3,012.53 2,510.87 10,410.83 

  c) Granite 0.95 76.11 202.31 

  d) Earth Work and others - - - 

  e) Unallocated - - - 

  Total 3,890.42 3,387.44 13,839.32 

  Less: Inter Segment Revenue - - - 

  Net Sales/ Income from 

Operations 

3,890.42 3,387.44 13,839.32 

2 Segment Results    

  Profit (+)/ Loss (-) before tax & 

Interest from each segment 

   

  a) Ceramic 13.90 13.04 77.51 

  b) Vitrified 149.03 (512.58) (1,461.15) 

  c) Granite (30.39) (40.14) (240.78) 

  d) Earth Work and others - - - 

  e) Unallocated - - - 

  Total 132.54 (539.68) (1,624.42) 

  Less:     

  (i) Interest* - - - 

  (ii) Other Un-allocable expenses 

net off unallocable items 

(12.21) (5.06) (47.52) 

  Total Profit/ (Loss) Before Tax 144.75 (534.62) (1,576.90) 

3 Capital Employed    

  (Segment Assets - Segment 

Liabilities)  

   

  a) Ceramic 3,836.11 3,842.28 3,840.35 

  b) Vitrified 19,889.34 20,166.13 19,305.84 

  c) Granite 1,637.38 1,756.40 1,912.20 

  d) Earth Work and others - - - 

  e) Unallocated 541.47 570.81 871.20 

  Total 25,904.30 26,335.62 25,929.59 
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SUMMARY OF ASSETS AND LIABILITIES  

(`  in Lakhs) 

  

Schedule 

No. 

As at June 30, As at March 31, 

2010 

(Audited) 

2009  

(Un-audited) 

2010 

(Audited) 

2009 

(Audited) 

SOURCES OF FUNDS:       

Shareholders' Funds       

Share Capital 1 1,750.97 1,750.97 1,750.97 1,750.97 

Reserves and Surplus 2 23,544.05 24,434.65 23,438.50 24,969.27 

Loan Funds       

Secured Loans 4 16,846.66 17,655.73 16,936.99 18,099.88 

Unsecured Loans 5 328.72 808.10 606.11 977.00 

Defferred Tax Liability        

Deferred Tax Liability 3 827.38 856.88 827.38 856.88 

TOTAL    43,297.78 45,506.33 43,559.95 46,654.00 

APPLICATION OF FUNDS :        

Fixed Assets 6     

Gross Block   52,065.28 50,859.60 52,069.24 50,882.88 

Less: Depreciation / Amortisation   22,092.19 19,584.42 21,431.75 18,995.91 

Net Block    29,973.09 31,275.18 30,637.49 31,886.97 

Capital Work in Progress   294.97 946.94 72.71 982.93 

Imvestments 7 300.39 300.54 300.39 300.54 

Current Assets, Loans and 

Advances 

     
 

Inventories 8 13,070.11 10,486.66 12,079.16 10,452.67 

Sundry Debtors 9 2,038.43 4,174.93 2,252.25 4,472.01 

Cash and Bank Balances 10 662.56 358.93 470.12 423.99 

Other Current Assets   - - - - 

Loans and Advances 11 1,113.31 1,449.34 1,083.71 1,270.97 

Interest Accrued on Deposits   22.43 25.79 32.97 25.79 

Less : Current Liabilit es and 

Provision 

      

Current Liabilities 12 4,157.99 3,359.99 3,368.85 3,011.99 

Provisions 13 27.00 158.32 - 158.32 

Net Current Assets    12,721.85 12,977.34 12,549.36 13,475.12 

Miscellaneous Expenditure (to the 

extent not written off/adjusted)  

14 7.48 6.33 - 8.44 

Profit and Loss Account   - - - - 

TOTAL    43,297.78 45,506.33 43,559.95 46,654.00 
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GENERAL INFORMATION  
 

Dear Eligible Equity Shareholder(s), 

Pursuant to the resolution passed by the Board of Directors of the Company at its meeting held on May 5, 2010, 

the Executive Committee of the Board on May 6, 2010, the resolution of the Shareholders of the Company at the 

AGM held on June 19, 2010, the resolution of the Board of Directors of the Company passed at its meeting held 

on October 8, 2010 it has been decided to make the following offer to the Eligible Equity Shareholders of the 

Company, with a right to renounce:  

 

ISSUE OF 17,501,961 RIGHTS EQUITY SHARES OF `  10 EACH FOR CASH AT A PREMIUM OF `  

10/- PER RIGHTS EQUITY SHARE AGGREGATING TO `  3,500.39 LAKHS TO THE ELIGIBLE 

EQUITY SHAREHOLDERS ON RIGHTS BASIS IN THE RATIO OF ONE NEW RIGHTS EQUITY 

SHARE FOR EVERY ONE EQUITY SHARE HELD ON THE RECORD DATE I.E. OCTOBER 20, 

2010 (THE ñISSUEò). THE ISSUE PRICE OF EACH RIGHTS EQUITY SHARE IS TWO TIMES THE 

FACE VALUE OF EACH RIGHTS EQUITY SHARE.  

 

For further details please refer to ñTerms of the Issueò beginning on page 101 of this Letter of Offer. 

 
Registered Office of the Company 

 

Murudeshwar Ceramics Limited 

Murudeshwar Bhavan 

Gokul Road,  

Hubli ï 580 030 

Tel.: +91 836 2331615 -18  

Fax: +91 836 2330436 / 4252583;  

Website: www.naveentiles.co.in 

Company Registration No.: 5401 of 1983 

Corporate Identification Number:  L26914KA1983PLC005401 

 

Address of the RoC 

 

Registrar of Companies, Karnataka 

'E' Wing, 2
nd

 Floor, 

Kendriya Sadana, Koramangala, 

Bangalore -560034 

 

The Equity Shares of the Company are listed on the Stock Exchanges, namely the BSE and the NSE.  

 

Company Secretary & Compliance Officer 

 

Mr. Lakshmisha Babu .S  

Murudeshwar Bhavan 

Gokul Road, 

Hubli 580 030 

Tel: +91 836 2331615-18 

Fax: +91 836 2330436 / 4252583 

Email:  cosec@naveentile.com   

Website: www.naveentiles.co.in 

 

 

 

 

 

 

 

 

 

http://www.naveentiles.co.in/
mailto:cosec@naveentile.com
http://www.naveentiles.co.in/
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Lead Manager to the Issue 

 

Karvy Investor Services Limited  

ñKarvy Houseò, 46, Avenue 4, 

Street No. 1, Banjara Hills, Hyderabad - 500 034 

Tel: +91 40 2342 8774 / 2331 2454 

Fax: +91 40 2337 4714 

E-mail: cmg@karvy.com  

Website: www.karvy.com 

Contact person: Mr. Swapnil Mahajan 

SEBI Registration No.: INM000008365 

 

Bankers to the Issue 

 

Axis Bank Limited  

Esquire Centre, No. 9,  

M.G.Road, 

Bangalore 560 001 

Tel: +91 80 25370615 

Fax: +91 80 25559444 

Email:  kiran.guttapalyam@axisbank.com 

Website: www.axisbank.com 

Contact person: Mr Kiran Kumar G. 

SEBI Registration No.: INBI00000017 

 

Self Certified Syndicate Bankers: 

 

APPLICATIONS SUPPORTED BY BLOCKED AMOUNT (ASBA): Eligible Equity Shareholders may 

apply through the ASBA process. ASBA can be availed by all the Eligible Equity Shareholders. The Eligible 

Equity Shareholders are required to fill the ASBA form and submit the same to their bank which in turn will 

block the amount in the account as per the authority contained in ASBA form and undertake other tasks as per 

the specified procedure. On allotment, amount will be unblocked and account will be debited only to the extent 

required to pay for allotment of shares. Hence, there will be no need of refunds etc. ASBA form can be 

submitted to several banks, the list of such banks are given in the ASBA form and is available on website of 

SEBI at www.sebi.gov.in  

 

For more details on the ASBA process, please refer to the details given in ASBA form and also please refer to 

the section ñTerms of the Issueò beginning on page 101 of this Letter of Offer.ò  

 

The list of banks that have been notified by SEBI to act as SCSBs for the Applications Supported by Blocked 

Amount (ñASBAò) Process are available at the SEBI website (URL reference: http:// www.sebi.gov.in). Details 

relating to designated branches of SCSBs collecting the ASBA forms are available at the above mentioned link.  

 

All grievances relating to the ASBA process may be addressed to the Registrar to the Issue, with a copy to 

the SCSB, giving full details such as name, address of the applicant, number of Equity Shares applied for, 

Amount blocked, ASBA Account number and the Designated Branch of the SCSB where the CAF was 

submitted by the ASBA Investors. 

 

Legal Advisor to the Issue 

 

ALMT Legal  

Advocates & Solicitors 

2, Lavelle Road 

Bangalore 560 001 

Tel: +91 80 4016 0000 

Fax: +91 80 4016 0001 

E-mail:  bangalore@almtlegal.com 

Website: www.almtlegal.com 

Contact Person:  Ms. Dhanya Menon 

mailto:cmg@karvy.com
http://www.karvy.com/
mailto:kiran.guttapalyam@axisbank.com
http://www.axisbank.com/
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Auditors of the Company 

 

M. A. Narasimhan & Co., Chartered Accountants 

No. 25, Old No. 13, 7
th
 Cross, 

Swimming Pool Extension, 

Malleswaram, 

Bangalore 560 003 

Tel:  +91 80 2334 4701 

Fax:  +91 80 23562814 

Email: mancoca@gmail.com 

Contact Person: Mr. M.A. Parthanarayan 

ICAI Firm Registration No: 002347S 

 

Registrar to the Issue 

 

Canbank Computer Services Limited 

No. 218, J.P. Royale,  

1
st
 Floor, 2

nd
 Main, Sampig Road,  

Near 14
th
 Cross, Malleswaram,  

Bangalore 560003 

Tel: +91 80 23469661-62 

Fax: +91 80 23469667-68  

Email:  ravi@ccsl.co.in 

Contact Person: Mr. K. Ravi 

Website: www.canbankrta.com 

SEBI Registration Number: INR000003621 
 

Registrar to the Company  

 

Canbank Computer Services Limited 

No. 218, J.P. Royale,  

1
st
 Floor, 2

nd
 Main, Sampig Road,  

Near 14
th
 Cross, Malleswaram,  

Bangalore 560003 

Tel: +91 80 23469661-62 

Fax: +91 80 23469667-68  

Email:  ravi@ccsl.co.in 

Contact Person: Mr. K. Ravi 

Website: www.canbankrta.com 

SEBI Registration Number: INR000003621 

 

Monitoring Agency 

 

Since the Issue size does not exceed `  50,000 Lakhs, the appointment of a monitoring agency as per Regulation 

16 of the SEBI Regulations is not required. The Board of Directors of the Company will monitor the use of the 

proceeds of this Issue. 

 

Underwriting  
 

This Issue is not being underwritten. 

 

 

 

 

mailto:mancoca@gmail.com
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Impersonation 

 

As a matter of abundant caution, attention of the Investors is specifically drawn to the provisions of 

subsection (1) of Section 68A of the Act which is reproduced below: 

 

ñAny person (a) who makes in a fictitious name an application to a Company for acquiring, or 

subscribing for, any shares therein, or otherwise induces a Company to allot, or register any transfer of 

shares therein to him, or (b) any other person in a fictitious name, shall be punishable with imprisonment 

for a term which may extend to five yearsò 

 

Appraisal Reports 

 

The requirement and proposed utilisation of proceeds of the Issue have not been appraised by any bank, 

financial institution or other independent agency. 

 

Principal Terms of Loans and Assets Charged as Security as of November 30, 2010: 

 

Particulars Canara Bank 
State Bank of 

India 

Bank of 

Baroda 
Indian Bank 

The 

Lakshmi 

Vilas Bank 

Ltd  

Consortium 

Banks 
TOTAL  

Nature of Loan TERM LOAN TERM LOAN TERM LOAN TERM LOAN TERM 

LOAN 

WORKING 

CAPITAL 
LOAN 

 

Object of the 
Loan  

To finance the 
specific asset 

and part 
finance the 

expansion 

project  

To part finance 
the expansion 

project 

To part 
finance the 

expansion 
project 

To part 
finance the 

expansion 
project 

To part 
finance the 

expansion 
project 

To finance the 
working 

capital gap 

 

Nature of 

Interest Charge 

Floating 

BPLR-1.25% 

Floating 

SBAR+0.5% 

Floating 

BPLR-2% 

Floating  

BPLR-1.75% 

Floating 

BPLR-1.5% 

Floating 

BPLR 

 

Sanction & 
Disbursed 

Amount 

(`  In Lakhs) 

7,423 3,000 1,812 625 450 7,720 21,030 

O/s As At 
November,  30, 

2010 

(`  In Lakhs) 

3,664 2,727 1,352 514 195 7,882 16,334 

Rate of Interest 
on the Loan as 

per original 

sanction letter 

10.75% 10.75% 9.50% 11.25% 11.00% 12.00%  

Rate of Interest 
on the Loan 

12.75% 12.00% 11.00% 12.00% 13.00% -  

Security First Charge on 
specific asset 

and Pari passu 

first charge on 
Fixed assets 

Pari passu first 
charge on Fixed 

assts 

Pari passu 
first charge on 

Fixed assets 

Pari passu 
first charge on 

Fixed assets 

Pari passu 
first charge 

on Fixed 

assets 

Pari passu first 
charge on 

Current assets  

 

Repayment 
Schedule 

Quarterly 
repayment. 

Last payment 
on December, 

2018 

Quarterly 
repayment  

starting from 
Sept. 2010 to 

March, 2016 

Quarterly 
repayment 

starting from 
Sept. 2010 to 

March, 2015 

Quarterly 
repayment 

starting from 
Sept. 2010 to 

March. 2016 

Quarterly 
repayment 

Last payment 

on 

September, 
2013 

NA  
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OVERSEAS SHAREHOLDERS 

 

The distribution of this  Letter of Offer and the Issue of the Rights Equity Shares of the Company on a rights 

basis to persons in certain jurisdictions outside India may be restricted by legal requirements prevailing in those 

jurisdictions. Persons into whose possession the  Letter of Offer may come are required to inform themselves 

about and observe such restrictions. The Company is making this Issue of Rights Equity Shares on a rights basis 

to its Rights Equity Shareholders and will dispatch the  Letter of Offer and Composite Application Form 

(ñCAFò) to the overseas shareholders who have an Indian address. Equity Shareholders in foreign jurisdiction 

need to provide an Indian address, if not provided earlier, to receive this  Letter of Offer. The securities of the 

Company are only listed in India. 

 

No action has been or will be taken to permit this Issue in any jurisdiction where action would be required for 

that purpose, except that the  Letter of Offer has been filed with SEBI for observations. 

 

Accordingly, the Rights Equity Shares may not be offered or sold, directly or indirectly, and this  Letter of Offer 

may not be distributed, in any jurisdiction, except in accordance with legal requirements applicable in such 

jurisdiction. Receipt of this  Letter of Offer will not constitute an offer in those jurisdictions in which it would 

be illegal to make such an offer and, in those circumstances, this  Letter of Offer must be treated as sent for 

information only and should not be copied or redistributed. Accordingly, persons receiving a copy of this  Letter 

of Offer should not, in connection with the issue of the Rights Equity Shares or with the Rights Entitlements, 

distribute or send this  Letter of Offer in or into the United States or any other jurisdiction where to do so would 

or might contravene local securities laws or regulations. If this  Letter of Offer is received by any person in any 

such territory, or by their agent or nominee, they must not seek to subscribe to the Rights Equity Shares or the 

Rights Entitlements referred to in this  Letter of Offer. 

 

Neither the delivery of this  Letter of Offer nor any sale hereunder shall under any circumstances create any 

implication that there has been no change in the Companyôs affairs from the date hereof or that the information 

contained herein is correct as at any time subsequent to this date.  
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CAPITAL STRUCTURE  

 

The share capital of the Company as on the date of filing of this Letter of Offer with SEBI is set forth below:  

(`  in Lakhs) 

Particulars 
Aggregate Nominal 

Value 

Aggregate Value at 

Issue Price 

Authorized Share Capital:   

5,56,20,000 Equity Shares of ` 10/- each 55,62,00,000  

16,00,000 10% Redeemable Cumulative Preference Shares of 

`  100/- each 
16,00,00,000  

Total 71,62,00,000  

Issued, Subscribed & Called up Capital:   

1,75,26,818 Equity Shares of ` 10/- each 17,52,68,180 17,52,68,180 

Total 17,52,68,180 17,52,68,180 

Paid up Capital:   

1,75,26,818  Equity Shares of ` 10/- each  17,52,68,180 17,52,68,180 

Less: 24,857 Equity Shares of `  10/- each forfeited 2,48,570 2,48,570 

  Add:  Amount received on 24,857 Equity Shares forfeited 77,665 77,665 

Total   175,097,275 175,097,275 

Present Issue being Offered to the eligible Equity 

Shareholders through the  Letter of Offer  
  

17,501,961 Equity Shares of `  10/- each at a premium of `  10, 

i.e., at a price of `  20 per share 
17,501,961 350,039,220 

Paid-up Capital after the Issue   

35,003,922 Equity Shares of `  10/- each 350,039,220 350,039,220 

Share Premium Account    

Before the Issue 90,27,63,660  

After the Issue 1,077,783,270  

 

Notes to Capital Structure 

 

1. The Promoters and Promoter Group have confirmed that they intend to subscribe to the full extent of their 

Rights Entitlement in the Issue. The Promoters and Promoter Group also intend to subscribe to any 

unsubscribed portion of the Issue such that 100% of the issue is subscribed. This subscription and 

acquisition of additional Equity Shares by the Promoters and Promoter Group, if any, will not result in 

change of control of the management of the Company and shall be exempt in terms of proviso to Regulation 

3(1)(b)(ii) of the SEBI Takeover Code. The Promoters and Promoter Group shall subscribe to such 

unsubscribed portion as per the relevant provisions of the law. Allotment to the Promoters and Promoter 

Group of any unsubscribed portion over and above their Rights Entitlement shall be done in compliance 

with the Listing Agreement and other applicable laws prevailing at that time relating to continuous listing 

requirements.  

 

2. The Company is in compliance with Clause 40A of the Listing Agreement and is required to maintain 

public shareholding of at least 25% of the total number of its listed Equity Shares. Further, the Company 

has duly complied with the following during last financial year 

 

i. Provisions of the Listing Agreement with respect to reporting and compliance under Clause 35, 

40A, 41 and 49. 

ii.  Provisions of the SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 1997, with 

respect to reporting in terms of Regulation 8(3) pertaining to disclosure of changes in shareholding 

and Regulation 8A pertaining to disclosure of pledged shares. 

iii.  Provisions of the SEBI (Prohibition of Insider Trading) Regulations, 1992, with respect to reporting 

in terms of Regulation 13. 
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3. In their AGM, dated June 19, 2010 the shareholders of the Company approved reclassification of 

Authorised Capital of the Company, Pursuant to the same,  25,50,000 - 10% Cumulative Convertible 

Preference Shares of face value of `  124/- each were converted into 3,16,20,000 Equity Shares of face value 

of ` 10/- each.   

 

4. The shareholding pattern of the Company as on September 30, 2010 was as follows: 

 

Category of 

Shareholder 

No. of 

Shareholders 

Total No. 

of Shares 

Number of 

Shares held in 

Dematerialized 

Form 

Total Shareholding 

as a % of total No. 

of Shares 

Shares pledged or 

otherwise 

encumbered 

        

As a % 

of 

(A+B) 

As a % 

of 

(A+B+C) 

Number 

of shares 

As a 

% of 

Total 

No. of 

Shares 

 
(A) Shareholding of 

Promoter and 

Promoter Group 
 

            

(1) Indian               

Individuals / Hindu 

Undivided Family 32 3,210,073 3,048,206 18.34 18.34 1,900,000 59.19 

Bodies Corporate  
 2 1,514,276 1,514,276 8.65 8.65 - - 

Financial Institutions / 

Banks 1 2,200 - 0.01 0.01 - - 

 
Any Others (Specify) 1 4,432,295 4,432,295 25.32 25.32 - - 

Trusts 
 1 4,432,295 4,432,295 25.32 25.32 - - 

Sub Total 36 9,158,844 8,994,777 52.33 52.33 1,900,000 20.74 

(2) Foreign               

Total shareholding of 

Promoter and 

Promoter Group (A) 36 9,158,844 8,994,777 52.33 52.33 1,900,000 20.74 

(B) Public 

Shareholding               

 
(1) Institutions  

 

            

Mutual Funds / UTI 2 700 - - - - - 

Financial Institutions / 

Banks 3 400 - - - - - 

Insurance Companies 
 2 211,087 211,087 1.21 1.21 - - 

Foreign Institutional 

Investors 2 900 - 0.01 0.01 - - 

 
Sub Total 9 213,087 211,087 1.22 1.22 - - 

 
(2) Non-Institutions  

  

          

Bodies Corporate 356 1,744,202 1,739,501 9.97 9.97 - - 

Individuals            - - 
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Category of 

Shareholder 

No. of 

Shareholders 

Total No. 

of Shares 

Number of 

Shares held in 

Dematerialized 

Form 

Total Shareholding 

as a % of total No. 

of Shares 

Shares pledged or 

otherwise 

encumbered 

 
Individual shareholders 

holding nominal share 

capital up to ̀  1 lakh  11,986 3,614,453 3,219,287 20.65 20.65 - - 

Individual shareholders 

holding nominal share 

capital in excess of `  1 

lakh 29 596,301 585,301 3.41 3.41 - - 

 
Any Others (Specify) 550 2,175,074 2,164,002 12.43 12.43 - - 

Non Resident Indians 211 1,825,550 1,814,478 10.43 10.43 - - 

Clearing Members 118 115,157 115,157 0.66 0.66 - - 

Hindu Undivided 

Families 221 234,367 234,367 1.34 1.34 - - 

Sub Total 12,921 8,130,030 7,708,091 46.45 46.45 - - 

Total Public 

shareholding (B) 12,930 8,343,117 7,919,178 47.67 47.67 - - 

Total (A)+(B) 12,966 17,501,961 16,913,955 100.00 100.00 1,900,000 10.86 

(C) Shares held by 

Custodians and 

against which 

Depository Receipts 

have been issued -  - - - - - - 

Total (A)+(B)+(C) 12,966 17,501,961 16,913,955 - 100.00 1,900,000 10.86 
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5. The details of shareholding by the Promoter and the Promoter Group as of September 30, 2010 are as 

follows: 

 

Sr. 

No     

(1) 

Name of Shareholder  (II)  

Total Shares Held 
Shares Pledged or otherwise 

Encumbered 

Number             

(III)  

As a %of 

Grand Total 

(IV)  

Number 

(V) 

As a 

Shares % 

(VI)  

As a %of 

Grand 

Total of 

sub-

clause(I)(a) 

(VII)  

1 R N Shetty Family Trust 4,432,295   25.32   -   -   -  

2 RNS Infrastructure Limited  1,270,233  7.26   -   -   -  

3 
Satish R Shetty Jointly With Sunil R Shetty And Naveen 

R Shetty  
 825,000  4.71   -   -   -  

4 Sunil R Shetty   280,551  1.60   -   -   -  

5 Naveen R Sheety  280,251  1.60   280,000  99.91  1.60  

6 Satish R Shetty  280,201  1.60   280,000  99.93  1.60  

7 Mamata S Hegde   273,651  1.56   273,000  99.76  1.56  

8 Shobha Jeevan Shetty   272,451  1.56   253,000  92.86  1.45  

9 Geeta S Malli  272,301  1.56   272,000  99.89  1.55  

10 Samata A Shetty  272,051  1.55   272,000  99.98  1.55  

11 Sudha R Shetty   270,051  1.54   270,000  99.98  1.54  

12 Naveen Mechanised Construction Co.(P)Ltd  244,043  1.39   -   -   -  

13 K Jeevan Shetty  19,201  0.11   -   -   -  

14 B Sudesh Hegde   18,200  0.10   -   -   -  

15 K Sandip Malli   18,101  0.10   -   -   -  

16 Abhayanand Shetty  16,100  0.09   -   -   -  

17 R N Shetty   13,404  0.08   -   -   -  

18 Mookambu Heriya Shetty   10,034  0.06   -   -   -  

19 Adithi K Jeevan Shetty   6,450  0.04   -   -   -  

20 Kumari Shachi  6,450  0.04   -   -   -  

21 Anisha S Malli   6,150  0.04   -   -   -  

22 Ramika   6,150  0.04   -   -   -  

23 Ratul S Malli  6,150  0.04   -   -   -  

24 Ritika Sudesh Hegde  5,800  0.03   -   -   -  

25 Kum Yukta Naveen Shetty(Minor)  5,000  0.03   -   -   -  

26 Aanchal Sunil Shetty   4,900  0.03   -   -   -  

27 Anmol Sunil Shetty   4,900  0.03   -   -   -  

28 Anvitaa Satish Shetty  4,900  0.03   -   -   -  

29 Karan Satish Shetty  4,900  0.03   -   -   -  

30 Nikita Abhayanand Shetty   4,900  0.03   -   -   -  

31 Rishabh Naveen Shetty  4,900  0.03   -   -   -  

32 Rohan Abhayanand Shetty  4,900  0.03   -   -   -  

33 Sharmila S Shetty  4,600  0.03   -   -   -  

34 Mythri Naveen Shetty   3,775  0.02   -   -   -  

35 Shilpa Shetty  3,700  0.02   -   -   -  

36 
Karnataka State Industrial Investment& Development 

Corporation 
 2,200  0.01   -   -   -  

  Total 9,158,844   52  1,900,000  20.75      10.86  

 

Note: As on date, 1,900,000 shares are pledged by the promoters group with Global Trade Finance Limited (óGTFLô) 

against the working capital loans utilized by Murudeshwar Ceramics Limited  
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6. As on September 30, 2010, none of the shares of the Company are held under lock in.  

  

7. The details of shareholders holding more than one percent of the share capital of the Issuer as of 

September 30, 2010 are as follows: 

 

Promoter and Promoter Group 

 

Sl.No. Name of the Shareholder No. of Shares 
Shares as % of total no. 

of shares 

1.  R N Shetty Family Trust             4,432,295  25.32  

2.  RNS Infrastructure Limited          1,270,233  7.26  

3.  Satish R Shetty Jointly With Sunil R Shetty 

And Naveen R Shetty                    

825,000  4.71  

4.  Naveen R Shetty                     280,251  1.60  

5.  Sunil R Shetty                      280,551  1.60  

6.  Satish R Shetty                     280,201  1.60  

7.  Mamata S Hegde  273,651  1.56  

8.  Geeta S Malli                       272,301  1.56  

9.  Shobha Jeevan Shetty                272,451  1.56  

10.  Samata A Shetty 272,051  1.55  

11.  Sudha R Shetty                      270,051  1.54  

12.  Naveen Mechanised Construction Co. (P) Ltd. 244,043  1.39  

 

Others 

 

Sl.No. Name of the Shareholder No. Of Shares 
Shares as % of total 

no. of shares 

1 ILFS Trust Co Ltd 862,596 4.93 

2 Ricky Ishwardas Kirpalani  840,436 4.80 

3 Keswani Haresh  591,892 3.38 

 
Note: As on September 14, 2010, Mr. Ricky Kirpalani along with his family members and associates holds a total of 14.19 

per cent of the total share capital. Details of the holdings are as below: 

 

Sl.No. Name of Member and associates (PACs) Shares % 

1 Ricky Kirpalani 8,40,436 4.80 

1(b)  PAC of above acquirer :   

 Haresh Keswani 5,95,892 3.40 

 IL&FS Trust Co.C/o K2 Family. 8,70,596 4.97 

 Mala Jhangiani 32,421 0.19 

 Rajan Kirpalani 25,000 0.14 

 Johnny Kirpalani 24,286 0.14 

 Sanjana Kirpalani 25,000 0.14 

 Pooja Assomull 20,000 0.11 

 Alisha Kirpalani 13,960 0.08 

 Poonam Kirpalani 14,436 0.08 

 Vijay Assomull 10,263 0.06 

 Ishwardas Kirpalani 10,500 0.06 

 Total 24,82,790 14.19 

 

 

8. As on date, there are no outstanding options or securities that have been issued by the Company.  

9. The Issue being a Rights Issue, provisions of Promotersô contribution and lock-in are not applicable as per 

Regulation 34 (c) of SEBI (ICDR) Regulations, 2009. 
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10. As on the date of the  Letter of Offer, the Company has not allotted any Equity Shares to employees 

pursuant to any ESOP/ ESOS scheme.  

 

11. None of the Promoters of the Company, their relatives and associates, and entities belonging to the 

Promoter Group have not purchased or sold directly or indirectly, any equity shares during a period of one 

year preceding the date on which this  Letter of Offer is filed with SEBI.  
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OBJECTS OF THE ISSUE 

 

The Object of the Issue is:  

 To Repay/Pre-pay a part of the Term Loans and Working Capital Loans   

 General corporate purposes 

 To meet Issue expenses 

 

The main objects clause and objects incidental or ancillary to the main objects clause set out in the 

Memorandum of Association enables the Company to undertake the existing activities and the activities for 

which funds are being raised by this Issue. Further, the Company confirms that the activities carried out by it to 

the date have been in accordance with the objects clause of its Memorandum of Association.  

 

Proceeds of the Issue 

 

The gross proceeds of the Issue are `  3,500.39 lakhs. The net proceeds of the Issue, after deduction of Issue 

expenses, are estimated to be approximately `  3,445.39 lakhs (ñNet Proceedsò). 

 

The details of the utilization of the proceeds of the Issue are summarized in the following table: 

(`  in Lakhs) 

Particulars  Amount  

Gross Proceeds 3,500.39 

Less: Issue Expenses 55.00 

Net Proceeds 3,445.39 

 

Utilisation of Net Proceeds  

 

The details of the net proceeds of the Issue are summarized in the table below:  

(`  in Lakhs) 

Particulars Amount  

Repayment of Loan Funds 3,200.39 

General Corporate Purpose 245.00 

Total 3,445.39 

 

The fund requirement and deployment of funds are based on internal management estimates and have not been 

appraised by any bank or financial institution. These are based on the current status of the business of the 

Company and are subject to change in light of variations in external circumstances or costs, or in the financial 

condition of the Company, its business or its strategy. The management, in response to the competitive and 

dynamic nature of the industry, will have the discretion to revise its business plan from time to time and 

consequently its funding requirements and deployment of funds may also change. This may also include 

rescheduling the proposed utilization of the Net Proceeds and increasing or decreasing expenditure for a 

particular object vis-à-vis the utilization of the Net Proceeds. 

 

Means of Finance  

 

The aforesaid requirement of funds is proposed to be entirely financed by the Net Proceeds of the Issue, as 

mentioned in the above table, and the Companyôs internal accruals / other sources. Thus, provisions of the SEBI 

Regulations in connection with firm arrangements of finance through verifiable means towards 75% of the 

stated means of finance, excluding the amount to be raised through the proposed Issue and internal accruals/ 

other sources, does not apply to the Company as it do not proposes to avail any borrowed funds for part 

financing the Object of the Issue. 

 

In case of a shortfall in the Net Proceeds, the Company may explore a range of options including utilizing its 

internal accruals. 
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It is proposed to fund the entire expenditure envisaged through the following means:  

(`  in Lakhs) 

Source Amount 

Rights Issue of 17,501,961 Equity Shares of ̀ 10/- each at a premium of `  10/- per 

Equity Share (Issue Price of `  20/-) 
3,500.39 

Total  3,500.39 

 

The Company has Reserves and Surplus of ̀  23,438.50 lakhs and `  23,544.05 lakhs as on March 31, 2010 and 

for the three months period ended June 30, 2010, respectively. These Reserves and Surplus have been utilized 

by the Company to create Fixed and Working capital assets for its business operations. The cash balance of the 

Company as on March 31, 2010 is `  470. 12 lakhs and ̀  660. 56 lakhs as on June 30, 2010. The proceeds from 

the present Issue and the cash surplus available with the Company are adequate to meet the Objects of the Issue. 

 

No part of the Rights Issue proceeds will be paid by the Company as consideration to Promoters, Directors, 

Companyôs Key Management Personnel or the Promoter Group Companies.  

 

Funds Utilization  

 

The stated objects of the Issue are proposed to be financed entirely out of the proceeds of the issue. The Net 

Proceeds, after deduction of all issue expenses, would be ̀  3,445.39 lakhs. The details in relation to Objects of 

the Issue are set forth herein below. 

 

1. Repayment/Pre-payment of a part of debt   
 

The Company has availed certain term loans and working capital loans facilities from various banks and 

financial institutions. As on March 31, 2010, these loan facilities aggregated to `  21,030.00 lakhs and the 

amount outstanding as on September 30, 2010 under these facilities was `  16,524.31 lakhs. The Company 

intends to utilise ̀ 3,200.39 lakhs towards repayment and/or pre-payment of a portion of such outstanding debt. 

The Company may repay and/ or refinance some of its existing loan facilities prior to Allotment. The Company 

may obtain other short-term loan facilities between the date of the  Letter of Offer and the date of Allotment, 

however the aggregate amount to be utilised from the Net Proceeds towards repayment and/or pre-payment 

would be ̀  3,200.39 lakhs. 

 

The Company proposes to repay / pre-pay a part of the following loans outstanding as on November 30, 2010 

within a period of one year from the date of receipt of the Rights Issue proceeds. 

 

Following are the tentative loans which the Company proposes to repay and / or pre-pay as on November 30, 

2010: 

(`  in Lakhs) 

Name of the Bank 
Balance O/s  

as on March 31, 2010 

Balance O/s  

as on November 30, 2010 

Canara Bank 3,929.08 3,663.50 

State Bank of India 2,851.10 2,727.00 

Bank of Baroda 1,416.14 1,352.40 

Lakshmi Vilas Bank 217.53 195.24 

Indian Bank 525.15 513.73 

Total 8,938.90 8,451.87 

Details mentioned above are tentative and not exhaustive and are further liable to change subject to economic conditions. 
 

Further, the Company undertakes that loans shall be repaid and /or pre-paid at the earliest possible but not later 

than one year from the date of receipt of the Rights Issue proceeds. 

 

The following table provides the details of the various loan amounts availed by the Company on a 

standalone basis, out of which the company shall select the loans to be repaid and/or repaid from the net 

proceeds of the Issue. 
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I.  Secured Loans                

              

Lender 
Nature of 

facility  

Object of the 

Loan 

Securities 

Offered 

Date of 

Sanction 

Sanction 

Limit  

(`  in 

Lakhs) 

Outstanding as 

on November 

30, 2010  

(`  in Lakhs) 

Rate of 

Interest 

Repayment 

Year 

Canara 

Bank, 

Bangalore 

Term Loan 

 

 
To Part 

finance the 

expansion 
project 

Pari Passu 1st 

Charge on 
Fixed Assets 

(ñF.Aò) of the 

Company 
April 20, 

2000 
1,000 312 12.75% 2015-16 

Personal 
Guarantee of 

Mr R N Shetty 

Term Loan 

 
 

To procure 

specific asset 

Exclusive 1st 
Charge on 

Assets  

created. September 
5, 2002 

850 320 12.75% 2016-17 
Personal 
Guarantee of 

Mr R N Shetty 

Term Loan 

 
To take over 

term loan 

liability from 
ICICI Bank 

Pari Passu 1st 
Charge on F. 

A of the 

company September 
3, 2003 

2,050 775 12.75% 2016-17 
Personal 
Guarantee of 

two Directors 

Term Loan 

 
 

To finance 

the expansion 
project at 

Karaikal 

Pari Passu 1st 
Charge on F. 

A of the 

company April 9, 

2003 
1,040 166 12.75% 2016-17 

Personal 
Guarantee of 

two Directors 

Term Loan 

 
 

To part 

finance the 
expansion 

project at 

Karaikal 

Pari Passu 1st 
Charge on 

Assets created 

along with 
other Banks 

September 
25, 2007 

670 541 12.75% 2018-19 

Personal 

Guarantee of 

two Directors 

Term Loan 

 

 

To part 
finance the 

expansion 

project at 
Hubli & 

Karaikal 

Pari Passu 1st 

Charge on 

Assets created 
along with 

other Banks 
April 25, 

2005 
1,813 1550 12.75% 2018-19 

Personal 
Guarantee of 

two Directors 

  TOTAL (A)     7,423 3,664   

State Bank 

of India, 

Hubli  

Term Loan 

 

To part 
finance the 

expansion 

project 

Pari Passu 1st 

Charge on 
Assets created 

along with 

other Banks 
March 23, 

2005 
3,000 2,727 12.00% 2015-16 

Personal 
Guarantee of 

two Directors 

  TOTAL (B)     3,000 2,727   

Bank of 

Baroda, 

Hubli  

Term Loan 

 

To part 
finance the 

expansion 

Pari Passu 1st 

Charge on F. 
A of the 

company 

September 
11, 2006 

1,812 1,352 11.00% 2014-15 



 

20 

 

Lender 
Nature of 

facility  

Object of the 

Loan 

Securities 

Offered 

Date of 

Sanction 

Sanction 

Limit  

(`  in 

Lakhs) 

Outstanding as 

on November 

30, 2010  

(`  in Lakhs) 

Rate of 

Interest 

Repayment 

Year 

project Personal 

Guarantee of 

four Directors 

  TOTAL (C)     1,812 1,352   

Lakshmi 

Vilas Bank 

Ltd, Hubli  

Term Loan 

 
To part 

finance the 

expansion 
project 

Pari Passu 1st 
Charge on F. 

A of the 

company 

July 3, 

2003 
200 0.00 13.00% 2010-11 

Personal 

Guarantee of 

four Directors 

May 2, 
2005 

250 195 13.00% 2013-14 

  TOTAL (D)     450 195   

Indian 

Bank, Hubli  
Term Loan 

 
To part 

finance the  

expansion 
project 

Pari Passu 1st 
Charge on F. 

A of the 

company November 

9, 2006 
625 514 12.00% 2015-16 

Personnel 
Guarantee of 

four directors 

I.  TOTAL TERM LOAN (A+B+C+D)  

  

 13,310 8,452   

 

Note: The amount outstanding as per the above table of `  8,712.80 lakhs identifies those loans which meet the selection 

criteria for repayment/prepayment. The amount of `  3,200.39 lakhs available after meeting the other objects of this rights 

issue would be utilized to repay/prepay the loans to the extent of the available funds. The rest of the loans would remain on 

the books of the Company. 

 

II.  Working Capital Loan  

 

Lender 
Nature of 

facility  

Object of the 

Loan 

Securities 

Offered 

Date of 

Sanction 

Sanction 

Limit (`  

in Lakhs) 

Outstanding  

(`  in Lakhs) 
Rate of Interest 

Canara Bank OCC + DL 

To finance the 

Working 
Capital Gap 

Pari Passu 1st 

charge on 
current assets 

Pari Passu 2nd 

charge on 
Fixed assets of 

the company 

Personal 
Guarantee of 

two directors 

 

February 

18, 2010 
2,000 2,038 12.00% 

State Bank of 

India 
OCC + DL 

 

   -- do -- 

November 

19, 2009 
1,400 1,517 11.75% 

Bank of 
Baroda 

OCC + DL 
 
   -- do -- 

December 
18, 2008 

1,050 1,057 11.00% 

Lakshmi 

Vilas Bank 
OCC + DL   -- do -- 

October 15, 

2008 
220 220 13.00% 

Axis Bank OCC  -- do -- 
February 3, 
2009 

2,450 2,450 12.00% 

HDFC Bank OCC   -- do -- 
January 24, 

2009 
600 599 13.00% 

II.  TOTAL WORKING CAPITAL LOAN   7,720 7,882  

 

Note: Working Capital Loans are óDemand Loansô for which the respective banks sanction limits upon application by the 

Company.  In case the banks recall or demand repayment of the said loans, the Company would be required to repay the 

same as per the terms of arrangement with banks. 

 

III.  TOTAL DEBT (as on September 30, 2010) 

(`  in Lakhs) 

Types of Loan Sanction Limit  Outstanding 

I. Total Term Loan 13,310 8,452 

II. Total Working Capital Loan 7,720 7,882 

TOTAL LOAN FUNDS  21,030 16,334 
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Some of the loan agreements proposed to be repaid from the Net Proceeds provide for levy of pre-payment 

penalties. The Company will take such provisions into consideration in prepaying and/or repaying the debt from 

the proceeds of the Issue. It may also require providing notice to some of the Companyôs lenders prior to 

repayment and/or prepayment. The selection of loans proposed to be repaid and/or prepaid from its loan 

facilities provided above shall be based on various factors including, 

  

i. any conditions attached to the loans restricting its  ability to repay/ pre-pay the loans; 

ii.  receipt of consents or waivers for repayment/ pre-payment from the respective lenders; 

iii.  terms and conditions of such consents and waivers, and  

iv. levy of any pre-payment penalties 

 

 

M/s M A & Narasimhan & Co., Chartered Accountants and M/s B.C Shetty & Co., Chartered Accountants have 

vide there certificates dated June 24, 2010 and December 03, 2010 confirmed that all loans as specified above 

have been used for the purposes for which they were raised. Please refer to the section titled ñMaterial 

Contracts and Documents for Inspectionò beginning on page 126 of this Letter of Offer.  

 

2. General Corporate Purposes 

 

The Company intends to utilize `  245.00 lakhs for general corporate purposes, including but not restricted to 

strategic initiatives, brand building exercises and strengthening of marketing capabilities of the Company, 

subject to compliance with the necessary provisions of the Companies Act.  

 

3. Issue Related Expenses 

 

The Issue related expenses include, among others, management fees, selling commission, printing and 

distribution expenses, legal fees, statutory advertisement expenses, registrar and depository fees and listing fees. 

The estimated expenses of the Issue are as follows: 

 

Particulars Expense (̀  lakhs) Expense (% of the total 

expenses) 

Expense (% of the 

Issue size) 

Fees of Lead Manager(s) 27.00 49.09 0.77 

Brokerage and selling 

commission (including 

commission to SCSBs for 

ASBA applications) 

- - - 

Fees of the Registrars to the 

Issue 

3.00 5.45 0.09 

Statutory Advertising and 

marketing 

6.00 10.91 0.17 

Printing & Distribution 10.00 18.18 0.29 

Bankers to the Issue - - - 

Others  9.00 16.36 0.25 

Total estimated Issue  

expenses 

55.00 100.00 1.57 

 

Sources of financing of funds already deployed 

 

As per the certificate dated December 3, 2010 issued by M/s B C Shetty & Co., Chartered Accountants, the 

Company has deployed ̀  20.10 lakhs till December 3, 2010 towards issue expenses. The same has been 

financed from the internal accruals of the Company and which will be recouped from the Issue proceeds.  

 

Bridge Loan 

 

The Company has not entered into any bridge loan facility that will be repaid from the Net Proceeds. 
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Interim use of proceeds 

 

The management of the Company, in accordance with the policies formulated by it from time to time, will have 

flexibility in deploying the proceeds received from the Issue. Pending utilization of the Issue Proceeds for the 

purposes described above, the Company intends to temporarily invest the funds in interest bearing liquid 

instruments including investments in mutual funds and other financial products, such as principal protected 

funds, derivative linked debt instruments, other fixed and variable return instruments, listed debt instruments, 

rated debentures or deposits with banks as may be approved by the Board. Such investments would be in 

accordance with the investment policies approved by the Board or the Investment Committee from time to time. 

 

Monitoring Agency  

 

There will be no external, independent or a Monitoring Agency which would monitor the utilization of our Issue 

proceeds. However, the Audit Committee will monitor the utilization of the proceeds of the Issue. We will 

disclose the details of the utilization of the Issue proceeds, including interim use, under a separate head in our 

financial statements specifying the purpose for which such proceeds have been utilized or otherwise disclose as 

per the disclosure requirements of our listing agreements with the Stock Exchanges and in particular Clause 49 

of the listing agreement. 
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STATEMENT OF TAX BENEFITS  

To 

The Board of Directors 

Murudeshwar Ceramics Limited 

Bangalore 

 

Sir/s 

Sub: List of possible tax benefits available to the Company and its Shareholders. 

 

1.  Key benefits available to the Company under the Income Tax Act, 1961 (ñthe Actò) 

 

(A) BUSINESS INCOME 

 

(i)  Depreciation 

 

The Company is entitled to claim depreciation on specified tangible and intangible assets owned by it 

and used for the purpose of its business under Section 32 of the Act. In case of new machinery or plant 

that is acquired by the company (other than ships and aircrafts), the company is entitled to a additional 

depreciation a sum equal to twenty per cent of the actual cost of such new machinery or plant subject to 

conditions specified in Section 32 of the Act. Unabsorbed depreciation, if any, for an Assessment Year 

(AY) can be carried forward and set off against any source of income in subsequent AYôs as per 

Section 32 of the Act. 

 

(ii)  MAT Credit  

 

As per Section 115JAA(1A) of the Act, the company is eligible to claim credit for Minimum Alternate 

Tax (MAT) paid for any assessment year commencing on or after April 1, 2006 against normal 

income-tax payable in subsequent assessment years. MAT credit shall be allowed for any assessment 

year to the extent of difference between the tax payable as per the normal provisions of the Act and the 

tax paid under Section 115JB for that assessment year. Such MAT credit is available for set-off upto 10 

years succeeding the assessment year in which the MAT credit arises. 

 

(B) CAPITAL GAINS  

 

(i) Definitions 

 

Long term capital gains (LTCG) 

 

LTCG means capital gain arising from the transfer of a capital asset being share held in a company or 

any other security listed in a recognized stock exchange in India or unit of the Unit Trust of India or a 

unit of a mutual fund specified under clause (23D) of Section 10 or a zero coupon bond held by an 

assessee for more than 12 months. In respect of any other capital asset, LTCG means capital gain 

arising from the transfer of an asset, held by an assessee for more than 36 months. 

 

Short term capital gains (STCG) 

 

STCG means capital gain arising from the transfer of capital asset being share held in a company or 

any other security listed in a recognized stock exchange in India or unit of the Unit Trust of India or a 

unit of a mutual fund specified under clause (23D) of Section 10 or a zero coupon bonds, held by an 

assessee for 12 months or less. In respect of any other capital assets, STCG means capital gain arising 

from the transfer of an asset, held by an assessee for 36 months or less. 

 

(ii)  Exemption of capital gain from income tax 

 

LTCG arising on transfer of equity shares or units of an equity oriented fund [which has been set up 

under a scheme of a Mutual Fund specified under Section 10 (23D) of the Act, on a recognized stock 

exchange on or after October 1, 2004 are exempt from tax under Section 10(38) of the Act provided the 

transaction is chargeable to securities transaction tax (STT) and subject to conditions specified in that 

Section. 
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Income by way of long term capital gain exempt u/s 10(38) is to be taken into account in computing the 

book profit and income tax is payable in respect of same under Section 115JB of the Act. 

 

(iii)  Computation of capital gain 

 

As per second proviso to Section 48 of the Act, LTCG arising on transfer of capital assets, other than 

bonds and debentures excluding capital indexed bonds issued by Government, is to be computed by 

deducting the indexed cost of acquisition and indexed cost of improvement from the full value of 

consideration. 

 

As per Section 112 of the Act, LTCG is taxed @ 20% plus applicable surcharge thereon, education 

cess and secondary & higher education cess at applicable rate on tax plus surcharge (if any) (hereinafter 

referred to as applicable SC + EC + SHEC). 

 

However as per proviso to Section 112(1) of the Act, if such tax payable on transfer of listed securities 

/ units / zero coupon bonds exceeds 10% of the LTCG, without availing benefit of indexation, the 

excess tax will be ignored. 

 

As per Section 111A of the Act, STCG arising on sale of equity shares or units of equity oriented 

mutual fund [as defined under Section 10(23D) of the Act], on a recognized stock exchange are subject 

to tax at the rate of 15% (plus applicable SC + EC + SHEC), provided the transaction is chargeable to 

STT. 

 

(iv) Set off and carry forward of capital loss 

 

As per Section 71 read with Section 74 of the Act, short term capital loss(STCL) arising during a year 

is allowed to be set-off against short-term as well as long-term capital gains of the said year. Balance 

loss, if any, should be carried forward and set-off against short-term as well as long term capital gains 

for subsequent 8 years. And in case of , long term capital loss arising during a year is allowed to be set-

off only against LTCG. Balance loss, if any, should be carried forward and set- off against subsequent 

yearós LTCG for subsequent 8 years. 

 

(v) Exemption under Section 54EC of the Act 

 

Under Section 54EC of the Act and subject to the conditions and to the extent specified therein, long-

term capital gains [in cases not covered under Section 10(38) of the Act] arising on the transfer of a 

long term capital asset, will be exempt from capital gains tax, if the capital gains are invested within a 

period of 6 months after the date of such transfer, for a period of at least 3 years, in bonds issued on or 

after April 1, 2006, by: 

a) the National Highway Authority India ( NHAI); or 

b) the Rural Electrification Corporation Ltd ( REC) 

 

If only part of the capital gains is so reinvested, the exemption shall be proportionately reduced. 

However, if the new bonds are transferred or converted into money within three years from the date of 

their acquisition, the amount so exempted shall be taxable in the year of transfer. 

 

(C) INCOME FROM HOUSE PROPERTY  

 

Benefit of 30% of annual value as determinable U/s 23 is available to the Company as per the 

provisions of Section 24(a) of the Act. 

 

(D) INCOME FROM OTHER SOURCES  

 

(i) Dividends exempt under Section 10(34) of the Act 

 

Dividend (both interim and final) income, if any, received by the Company on its investment in shares 

of another Domestic Company shall be exempt from tax under Section 10(34) read with Section 115-O 

of the Act. 
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(ii)  Dividends from units exempt under Section 10(35) of the Act 

 

Income received in respect of units of a Mutual Fund specified under Section 10(23D) of the Act shall 

be exempt from tax under Section 10(35) of the Act, subject to such income not arising from transfer of 

units in such Mutual Fund. 

 

2. Key benefits available to the members of the Company under the Act 

 

(A) RESIDENT MEMBERS  

 

(i) Dividend Income 

 

Dividend (both interim and final) income, if any, received by the resident shareholder from a Domestic 

Company is exempt from tax under Section 10(34) read with Section 115-O of the Act. 

 

(ii)  Capital Gains 

 

The provisions of law outlined in paragraph 1(B) above would also be applicable to resident members 

where shares are held as investments. Additionally, the following benefits are also available to resident 

shareholders. 

 

As per Section 54F of the Act, LTCG arising to individuals and HUFôs from transfer of shares will be 

exempt from tax if net consideration from such transfer is utilized within a period of one year before, or 

two years after the date of transfer, in purchase of a new residential house, or for construction of 

residential house within three years from the date of transfer and subject to conditions and to the extent 

specified therein. 

 

(iii)  Shares held as stock-in-trade 

 

Gains or losses arising on shares held as stock-in-trade would be chargeable under the head ˈProfits 

and Gains of Business or Profession. 

 

In terms of Section 36(1)(xv) STT paid in respect of taxable securities transactions entered into in the 

course of business during the year shall be deductible if the income arising from such taxable securities 

transactions is considered as business income. 

 

(iv) Capital gain on Transfer of Right Shares and Right Entitlement 

 

Cost of acquisition in case of right shares acquired by the shareholders by exercising his right 

entitlement is the amounts actually paid for the acquisition. 

 

And in case, if the Right entitlements is renounce by shareholders, cost of actuations will be zero in that 

case and entire Right entitlements received  is taxable as short term capital gain. Benefit of setoff and 

of carry forward and setoff of  short term capital loss is available as per Section 71 read with Section 74 

of the Act. Cost of Purchase in the hand of persons in whose favour the right entitlement has renounced 

is Purchase price paid to renouncer of right entitlement plus amounts paid to the issuing company. 

 

Benefits outlined in paragraph 1 (B) (ii), (iii) & (v) are also applicable to Resident Members. Besides 

that benefit of Indexation is also available if right share holds for more than 12 months. 

 

(v) Benefit of Section 115F  

 

                If the Resident members is a Non Resident Indian (NRI)  and has transferred shares in an Indian 

Company, Debentures of an Indian Public Limited Company, deposits with an Indian Public Limited 

Company, which has been acquired or purchased with , or subscribed to in , convertible  foreign 

exchange. and such assets being Long term capital assets and invested whole or any part of net 

proceeds  within 6 months of the transfer of the original assets in shares of an Indian Company, 
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Debentures of an Indian Public limited Company, Deposit with an Indian public Limited Company, 

central government securities, NSC VI and VII Issues. Exemption is available as follows: 

a) If the cost of the new assets is not less than the net consideration in respect of the original assets 

transferred, the entire capital gain arising from the transfer is exempt from tax 

b) If the cost of the new assets is less than the net consideration in respect of the original assets 

transferred, the exemption from long term capital gain is granted proportionately on the basis of 

investment of net consideration in the new assets, i.e., amounts invested in new assets  X long term 

capital gain /  amounts of net consideration as a result of the transfer of the original assets. 

The new Assets so acquired is transferred or converted into money within 3 years from the date of 

acquisition, the capital gain exempted as above shall be taxable as long term capital gain the previous 

year in which such assets so transferred or converted into money 

 

(B) NON-RESIDENT MEMB ERS 

 

(i) Dividend Income 

 

Dividend (both interim and final) income, if any, received by the non-resident shareholders from a 

domestic company shall be exempt under Section 10(34) read with Section 115-O of the Act. 

 

(ii)  Capital Gains 

 

Benefits outlined in paragraph 2(A)(ii) above are also available to a non-resident shareholder except 

that as per first proviso to Section 48 of the Act, the capital gains arising on transfer of capital assets 

being shares of an Indian Company need to be computed by converting the cost of acquisition, 

expenditure in connection with such transfer and full value of the consideration received or accruing as 

a result of the transfer into the same foreign currency in which the shares were originally purchased. 

The resultant gains thereafter need to be reconverted into Indian currency. The conversion needs to be 

at the prescribed rates prevailing on dates stipulated. Further, the benefit of indexation as provided in 

second proviso to Section 48 is not available to non-resident shareholders. The aforesaid manner of 

computation of capital gains will be applicable in respect of capital gains accruing/ arising from every 

reinvestment thereafter and sale of shares or debentures of an Indian company including those made in 

the Company. 

 

(ii i) Shares held as stock-in-trade 

 

Benefits outlined in paragraph 2(A) (iii) above are also applicable to the non-resident shareholder. 

 

(iv) Tax Treaty Benefits 

 

As per Section 90 of the Act, the shareholder can claim relief in respect of double taxation if any as per 

the provision of the applicable Double Taxation Avoidance Agreements. 

 

(v) Capital gain on Transfer of Right Shares and Right Entitlement 

 

Cost of acquisition in case of right shares acquired by the shareholders by exercising his right 

entitlement is the amounts actually paid for the acquisition. 

 

And in case, if the Right entitlements is renounce by shareholders, cost of actuations will be zero in that 

case and entire Right entitlements received is taxable as short term capital gain. Benefit of setoff and of 

carry forward and setoff of short term capital loss is available as per Section 71 read with Section 74 of 

the Act. Cost of Purchase in the hand of persons in whose favour the right entitlement has renounced is 

Purchase price paid to renouncer of right entitlement plus amounts paid to the issuing company. 

 

Benefits outlined in paragraph 1 (B) (ii), (iii) & (v) are also applicable to Non residend Members. 

Besides that benefit of Indexation is also available if right share holds for more than 12 months. 
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(v) Benefit of Section 115F  

 

                If the Nonresident members is a Non Resident Indian (NRI)  and has transferred shares in an Indian 

Company, Debentures of an Indian Public Limited Company, deposits with an Indian Public Limited 

Company, which has been acquired or purchased with , or subscribed to in , convertible  foreign 

exchange. and such assets being Long term capital assets and invested whole or any part of net 

proceeds  within 6 months of the transfer of the original assets in shares of an Indian Company, 

Debentures of an Indian Public limited Company, Deposit with an Indian public Limited Company, 

central government Securities, NSC VI and VII Issues. Exemption is available as follows: 

c) If the cost of the new assets is not less than the net consideration in respect of the original assets 

transferred, the entire capital gain arising from the transfer is exempt from tax 

d) If the cost of the new assets is less than the net consideration in respect of the original assets 

transferred, the exemption from long term capital gain is granted proportionately on the basis of 

investment of net consideration in the new assets , i.e., amounts invested in new assets  X long 

term capital gain /  amounts of net consideration as a result of the transfer of the original assets. 

The new Assets so acquired is transferred or converted into money within 3 years from the date of 

acquisition, the capital gain exempted as above shall be taxable as long term capital gain the previous 

year in which such assets so transferred or converted into money 

 

(vi) Where shares have been subscribed to in convertible foreign exchange ï Option of taxation 

under Chapter XII -A of the Act 

 

Non-Resident Indians [as defined in Section 115C(e) of the Act], being shareholders of an Indian 

Company, have the option of being governed by the provisions of Chapter XII-A of the Act, which 

inter alia entitles them to the following benefits in respect of income from shares of an Indian Company 

acquired, purchased or subscribed to in convertible foreign exchange. 

 

As per the provisions of Section 115E of the Act, income [other than dividend which is exempt under 

Section 10(34)] from investments and LTCG from assets (other than specified asset) shall be taxable @ 

20% (plus applicable SC + EC + SHEC). No deductions in respect of any expenditure allowance from 

such income will be allowed and no deductions under Chapter VIA will be allowed from such income. 

 

As per Section 115E of the Act, LTCG arising from transfer of specified foreign exchange assets shall 

be taxable @ 10% (plus applicable SC + EC + SHEC). ˈSpecified asset has been defined by Section 

115C of the Act, to mean shares in an Indian Company, debentures issued by an Indian Company 

which is not a private company, deposits with an Indian company which is not a private company, any 

security of the Central Government and such other assets as the Central Government may specify in 

this behalf by notification in the official Gazette. 

As per the provisions of Section 115F of the Act and subject to the conditions specified therein, LTCG 

arising to a non resident Indian from the transfer of any specified asset acquired or purchased with or 

subscribed to in convertible foreign exchange shall not be chargeable to tax if the entire net 

consideration received on such transfer is invested within the prescribed period of six months in any 

specified asset or savings certificates referred to in Section 10(4B) of the Act. 

 

If part of such net consideration is invested within the prescribed period of six months in any specified 

asset or savings certificates referred to in Section 10(4B) of the Act then such gains would not be 

chargeable to tax on a proportionate basis. For this purpose, net consideration means full value of the 

consideration received or accruing as a result of the transfer of the capital asset as reduced by any 

expenditure incurred wholly and exclusively in connection with such transfer. Further, if the specified 

asset or savings certificates in which the investment has been made is transferred within a period of 

three years from the date of investment, the amount of capital gains tax exempted earlier would become 

chargeable to tax as LTCG in the year in which such specified asset or savings certificates are 

transferred. 

 

As per the provisions of Section 115G of the Act, Non-Resident Indians are not obliged to file a return 

of income under Section 139(1) of the Act, if their only source of income is income from investments 

or LTCG earned on transfer of such investments or both, provided tax has been deducted at source 

from such income as per the provisions of Chapter XVII-B of the Act. 
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Under Section 115H of the Act, where the Non-Resident Indian becomes assessable as a resident in 

India, he may furnish a declaration in writing to the Assessing Officer, along with his return of income 

for that year under Section 139 of the Act to the effect that the provisions of the Chapter XII-A shall 

continue to apply to him in relation to such investment income derived from he specified assets for the 

year and subsequent assessment years until such assets are converted into money. 

 

As per the provisions of Section 115-I of the Act, a Non-Resident Indian may elect not to be governed 

by the provisions of Chapter XII-A for any assessment year by furnishing his return of income for that 

assessment year under Section 139 of the Act, declaring therein that the provisions of Chapter XII-A 

shall not apply to him for that assessment year and accordingly his total income for that assessment 

year will be computed in accordance with the other provisions of the Act. 

 

(C) FOREIGN INSTITUTIONAL INVESTORS (FIIs)  

 

(i) Dividend Income 

 

Dividend (both interim and final) income, if any, received by the shareholders from the domestic 

company shall be exempt under Section 10(34) read with Section 115-O of the Act. 

 

(ii)  Capital Gains 

 

Taxability of Capital Gains 

 

Under Section 115AD of the Act, income (other than income by way of dividends referred in Section 

115-O) received in respect of securities (other than units referred to in Section 115AB) shall be taxable 

at the rate of 20% (plus applicable SC + EC + SHEC). No deduction shall be allowed under Section 28 

to 44C or clause (i) or clause (iii) of Section 57 or under chapter VI-A if the gross total income of the 

foreign institutional investor consists of only the above income. 

 

Under Section 115AD of the Act, capital gains arising from transfer of securities (other than units 

referred to in Section 115AB), shall be taxable as follows: 

 

As per Section 111A of the Act, STCG arising on transfer of securities where such transaction is 

chargeable to STT, shall be taxable at the rate of 15% (plus applicable SC + EC + SHEC). STCG 

arising on transfer of securities where such transaction is not chargeable to STT, shall be taxable at the 

rate of 30% (plus applicable SC + EC + SHEC). 

 

LTCG arising on transfer of securities where such transaction is not chargeable to STT, shall be taxable 

at the rate of 10% (plus applicable SC + EC + SHEC). The benefit of indexation of cost of acquisition, 

as mentioned under 1st and 2nd proviso to Section 48 of the Act would not be allowed while 

computing the capital gains. 

 

Exemption of Capital Gains from income-tax 

 

LTCG arising on transfer of securities where such transaction is chargeable to STT is exempt from tax 

under Section 10(38) of the Act. 

 

Benefit of exemption under Section 54EC shall be available as outlined in paragraph 1(B) (v) above. 

 

(iii)  Shares held as stock-in-trade 

 

Benefits outlined in paragraph 2(A) (iii) above are also applicable to the non-resident shareholder. 

 

(iv) Tax Treaty Benefits 

 

As per Section 90 of the Act, FIIs can claim relief in respect of double taxation, if any, as per the 

provision of the applicable double tax avoidance agreements. 

 

 



 

29 

 

(v) Capital gain on Transfer of Right Shares and Right Entitlement 

 

Cost of acquisition in case of right shares acquired by the shareholders by exercising his right 

entitlement is the amounts actually paid for the acquisition. 

 

And in case, if the Right entitlement is renounce by shareholders, cost of actuations will be zero in that 

case and entire Right entitlements received is taxable as short term capital gain. Benefit of setoff and of 

carry forward and setoff of short term capital loss is available as per Section 71 read with Section 74 of 

the Act. Cost of Purchase in the hand of persons in whose favour the right entitlement has renounced is 

Purchase price paid to renouncer of right entitlement plus amounts paid to the issuing company. 

 

Benefits outlined in paragraph 1 (B) (ii), (iii) & (v) are also applicable to FIIôs. Besides that benefit of 

Indexation is also available if right share holds for more than 12 months. 

 

(D) MUTUAL FUNDS  

 

As per the provisions of Section 10(23D) of the Act, any income of Mutual Funds registered under the 

Securities and Exchange Board of India Act, 1992 or Regulations made there under, Mutual Funds set 

up by public sector banks or public financial institutions and Mutual Funds authorized by the Reserve 

Bank of India, would be exempt from income tax, subject to the prescribed conditions as the Central 

Government may by notification in the Official Gazette specify in this behalf. 

 

3. Wealth tax Act, 1957 and Gift tax Act, 1958 

 

Shares of company held by the shareholder will not be treated as an asset within the meaning of Section 

2(ea) of Wealth Tax Act 1957. Hence shares are not liable to wealth tax. 

 

Gift made after 1st October 1998 is not liable for any gift tax, and hence, gift of shares of the company 

would not be liable for any gift tax. 

 

However any transfer of shares made subsequent to October 1, 2009 without adequate consideration to 

an individual or HUF will be taxable in the hands of transferee under Section 56(2)(vii) of the Income 

Tax Act, 1961 subject to prescribed conditions. 

 

Notes: 

(i) All the above benefits are as per the current tax law and will be available only to the sole/ first named 

holder in case the shares are held by joint holders. 

 

(ii)  In respect of non-residents, the tax rates and the consequent taxation mentioned above will be further 

subject to any benefits available under the relevant DTAA, if any, between India and the country in 

which the non-resident has fiscal domicile. 

 

(iii)  In view of the individual nature of tax consequences, each investor is advised to consult his/her own tax 

advisor with respect to specific tax consequences of his/her participation in the scheme. 

 

(iv) The above statement of possible direct tax benefits set out the provisions of law in a summary 

manner only and is not a complete analysis or listing of all potential tax consequences of the 

purchase, ownership and disposal of equity shares. 

 

 

 

 

 

Date: June 11, 2010  

Place: Bangalore 

For M.A.NARASIMHAN & CO.,  

Chartered Accountants 

 

 

(M.A.PARTHANARAYAN)  

Partner 
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SECTION IV - HISTORY AND CORPORATE STRUCTURE  

 

The Company was originally incorporated in the name of Murdeshwar Ceramics Limited pursuant to a 

certificate of incorporation dated June 29, 1983 (bearing Registration No. 5401 and Corporate Identification 

Number L26914KA1983PLC005401 issued by Registrar of Companies, Karnataka, as a public limited company 

under the provisions of the Companies Act, 1956, as amended. The Registrar of Companies, Karnataka issued 

the Certificate of Commencement of Business dated July 19, 1983. Subsequently, the name was changed to 

Murudeshwar Ceramics Limited pursuant to a fresh certificate of incorporation dated December 2, 1987. 

 

The Company is promoted by Dr. R. N. Shetty and Karnataka State Industrial Investment & Development 

Corporation Limited (KSIIDC). It has its registered office situated at Murudeshwar Bhavan, Gokul Road, Hubli 

580 030. The Company commenced its business operations for manufacturing ceramic tiles in the year 1983 

with an installed capacity of 12,500 tonnes per annum of Ceramics Tiles at its facility located in Hubli 

(Karnataka).  

 

In the year 1988, the Company floated its maiden public issue of 16,50,000 Equity Shares of face value of ` 10/- 

each for cash at par and was listed on the Bangalore Stock Exchange Limited (BgSE) and the BSE.  In the year 

2004, the Equity Shares of the Company were listed on the NSE.  Subsequently, the Company was voluntarily 

delisted from the BgSE in October 2004.   

 

Presently, the Company manufactures vitrified tiles, ceramic tiles and granite slabs and has its manufacturing 

facilities located at Hubli (Karnataka), Karaikal (Pondicherry) and Bangalore (Karnataka) with an aggregate 

installed capacity of 120 lakhs sq.mtrs p.a. The Company markets it products under its own exclusive brand 

names namely ñNaveen Ceramic Tilesò, ñNaveen Diamontileò and ñNaveen Granitesò.  These brands are well 

accepted and well recognized in the industry and extensively used in various prestigious projects and by various 

Corporates, leading Architects and Interior Designers in the Country. The Company has 56 showrooms and 51 

depots across the Country to market its products. All the showrooms and depots are owned by the Company. In 

addition, the Company has 6 distributors and 471 dealers across the Country. 

 

Main Objects of the Company 

 

The main objects of the Company as set out in the Memorandum of Association are as under: 

 

1. To manufacture, import, export, buy, sell and deal in tiles of all kinds and description and particularly 

glazed tiles, flooring tiles, bricks, fire bricks of all kinds and description, ridges, refractories, refractory 

bricks and pipes, pottery, earthenware, terra-cotta and other clay products including toys, chinaware, pottery 

and other ceramic products, cement tiles, other by-products, artificial stones and synthetic marble stones. 

 

2. To carry on the business of manufacturers, importers, exporters and dealers in Porcelain or glass insulators 

of all types and designs, insulating materials, sanitaryware, crockery and stoneware of all kinds and 

description made out of ceramics on other substances. 

 

3. To carry on the business of Engineers, Architects, Contractors, Builders, Developers, Valuers, Designers, 

Consultants, Supervisors, in all fields, branches and disciplines of Engineering and Technology, including 

but not limited to Civil, Structural, Electrical, Power, Aeronautics, Aviation, Water works, Foundries, 

Dams, Reservoirs, Irrigation projects, Recreation Centers, and all other branches of Engineering and/or 

Technology ; 

 

4. To construct, erect, build, repair, remodel, demolish, develop, improve, grade, curve, pave, macadamize, 

cement and maintain buildings, apartments, residential layouts, farm houses, structures, townships, 

multistoried complexes, landscapes, hospitals, hotels, electrical projects, schools, places of worship, 

highways, roads, paths, streets, side ways, Sea ports, Air ports, Dams, Storage tanks and/or Reservoirs, 

diaphragm walls, Check Dams, bridges, flyovers, reclamations, subways, tramways, tunnels, alleys, 

pavements ; 

 

5. To acquire, takeover, purchase, sell, get on lease or sublease, tenancy and/or license, run, maintain, 

supervise, and/or in any other manner turn to account any Lands, Buildings, Apartments, Residential 

Layouts, Farm houses, Row houses, Residential complexes, Industrial Parks, Commercial Complexes and 

to equip the same or any part thereof with all or any amenities or conveniences, drainage facility, electric, 
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telegraphic, telephonic, television and all kinds of communication installations and/or to sell, give on lease, 

licence and/or deal with and/or dispose off the same in any manner in the best interests of the Company; 

 

6. To establish, acquire, run, maintain, take or give on lease, license and/or in any other manner turn to 

account any Hotels, Restaurants, Resorts, Schools, Colleges, Universities, Sports clubs, Recreation Clubs 

and/or related facilities, Health Clubs, Gymnasiums, Sea-sports, Swimming pools, Rehabilitation centers 

and all kinds of facilities that may be conveniently clubbed with any other objects mentioned in this 

Memorandum of Association ; 

 

7. To undertake, execute and/or do all kinds of excavating, extracting, dredging, mining and digging works 

and any other earth works in connection with or independent of any of the objects stated in the other clauses 

of this Memorandum of Association ;  

 

8. To do the business as dealers, transporters, suppliers, contractors for supply of all kinds of metals, 

materials, equipments and/or any kind of building material including but not limited to cement, bricks, 

stones, wood, glass, tiles, and fittings, furnishings, equipments whether electrical, water supply, drainage, 

plumbing, electronic ;  

 

9. To undertake and/or carryout the business/contract to mine, quarry, grind, excavate, dig and take therefrom 

sand, gravel, stone, gypsum, feldspar or any building material, paving or any other natural minerals, metals, 

materials or any other kind of extracts and to own, acquire or take on lease areas of lands, mining and/or 

quarry bases and acquire licences, leases and/or any other kind of rights in or over such lands/bases and to 

wash, grind, screen and process the sand, gravel, stone/s, gypsum, feldspar and other natural minerals, 

metals, materials or any other such kind of products and/or extracts and to deal in and/or dispose off the 

same in any manner whatsoever. 

 

Major Events 

 

Year  Events 

June 1983 : Incorporated as Murdeshwar Ceramics Limited 

July 1983 : Received Certificate of Commencement of Business 

June 1984 : Private allotment of 15 equity shares of `  10/- each at a price of `  10 per share  

December 1987 : Received fresh Certificate of Incorporation consequent to change of name to 

Murudeshwar Ceramics Limited  

January 1988 : Maiden public issue of 16,50,000 Equity Shares of face value of `  10/- each for cash at 

par for listing at the BgSE and the BSE 

March 1988 : Private Placement to Promoters and Associates of 28,49,975 equity shares of face value 

of `  10/- each at par  

May 1988 : Commenced commercial production with installed capacity of 12,500 tonnes per annum 

(TPA) of Ceramic Tiles at Hubli 

March 1990 : Issue of 94,500 ï 14% Secured Fully Convertible Debentures of `  150/- each for cash at 

par, aggregating to `  141.75 Lakhs, on Rights Basis to shareholders of the Company.  

May 1993 :  Rights Issue of 24,82,310 Equity Shares of face value of `  10/- each for cash at a price 

of `  60/- per share, aggregating to `  248.23 Lakhs; and  

 

 900,000 ï 16% Secured Partly Convertible Debentures of `  180/- each, for cash at par, 

for every 6 shares held, aggregating to `  1,620 Lakhs. 

 

This issue was made to implement expansion of installed capacity from 25,000 tpa to 

40,000 tpa and also for setting up a new unit at Chalmatti near Hubli for manufacture of 

polished Granite slabs and Tiles with installed capacity of 72,000 sq. mtrs. per annum. 

March 1994 : Commenced production of Vitrified tiles at Hubli 

April 1996 : Rights Issue of 61,85,396 Equity Shares of face value of `  10/- each for cash at a price of 

`  80/- per Equity Share aggregating to ̀ 4948.32 lakhs to part finance expansion of 

manufacturing capacity of tiles from 40,000 tpa to 75,000 tpa 

August 2002 : Stopped production of Ceramic Tiles due to cost considerations 

October 2003 : Commenced production of Vitrified tiles with capacity of 6,000 sq. mtrs per day at 

Karaikal (Pondicherry) 
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Year  Events 

May 2004 : Listing of Equity Shares of the Company on the National Stock Exchange of India 

Limited 

October 2004 : Voluntary Delisting of Equity Shares from the BgSE 

November 2005 : Issue of 25,01,000  ï 10% Cumulative Convertible Preference Shares (CCPS) of `  10/- 

each at a price of `  124/- aggregating to ̀  3101.24 lakhs for part financing the expansion 

of capacity for manufacturing Vitrified Tiles by 6,000 sq. mtrs. per day and setting up of 

capacity for 24,000 sq, mtrs per day of glazed Ceramic Tiles 

March, 1996 

August, 2002 

: Awarded ISO 9002 Certificate by TUV-Z , Germany*  

Awarded ISO 9001:2000 Certificate by TUV-Z, Germany 

June 2006 : Re-started production of Ceramic Tiles at Hubli Unit, with initial capacity of 8,000 sq. 

mtrs per day 

December 2007 : Conversion of LPG fired kilns to coal fired gas kilns (coal gasification) at Hubli unit 

December 2008 : Installation of second coal gas gasification plant at Hubli plant 

* - since expired 

 
Note : The Company had, on November 29, 2005 allotted 25,01,000 - 10% Cumulative Convertible Preference Shares 

(ñCCPSò) to Reliance Capital Asset Management Ltd. and R. N. Shetty Family Trust. The said CCPS were converted into 

equity shares of the Company on November 29, 2006. As on date of this  Letter of Offer, there are no outstanding convertible 

securities  

 

 

 

 

 

Corporate Structure 

 

 

 



 

33 

 

SECTION V - MANAGEMENT  

 

Board of Directors 

 

Under the Articles of Association of the Company, the Company cannot have less than three Directors and not 

more than twelve Directors. Presently, the Company has eight Directors on its Board.  

 

Name/ Fatherôs Name/ 

Designation/ Address 
Nationality  Qualifications Experience Other Directorships 

1. Dr. Rama Nagappa 

Shetty 

 

S/o Nagappa Shetty 

 

Chairman, Non-Executive 

 

122, Cunningham Road, 

Bangalore ï 560 052 

Karnataka, India 

 

Occupation: Industrialist 

 

Age:  81 years 

 

DIN:   00038810 

 

PAN: AJDPS3496C 

 

Date of Joining: June 29, 

1983 

 

Indian Honorary Doctorate 

from Bangalore 

University 

49 years  Firebricks & Potteries 

Private Limited 

 Murdeshwar Power 

Corporation Limited 

 RNS Infrastructure 

Limited 

 RNS Motors Limited 

 Naveen Hotels Limited 

 Naveen Mechanised 

Construction Company 

Private Limited 

 Naveen Structurals & 

Engineering Company 

Private Limited 

 Murudeshwar 

Developers Limited 

 Shri Murudeshwar 

Tiles Private Limited 

 Murudeshwar 

Infosystems Limited 

 Sairam Mines & 

Minerals Private 

Limited 

 Murudeshwar Décor 

Limited 

2. Mr. Satish R. Shetty 

 

S/o Rama N. Shetty 

 

Managing Director 

 

61, Deshpande Nagar, 

Hubli ï 580 029 

Karnataka, India 

 

Occupation: Industrialist 

 

Age:  48 years 

 

DIN:   00037526 

 

PAN: AIZPS4010P 

 

Date of Joining: 
December 14, 1987 

 

Date of Expiration of 

Office: Reappointed for 

the period of five w.e.f. 

Indian B. E. (Mech) from 

Karnataka 

University, 

Dharwad 

22 years  Firebricks & Potteries 

Private Limited 

 Murdeshwar Power 

Corporation Limited 

 RNS Infrastructure 

Limited 

 RNS Motors Limited 

 Naveen Hotels Limited 

 Naveen Mechanised 

Construction Company 

Private Limited 

 Naveen Structurals & 

Engineering Company 

Private Limited 

 Murudeshwar 

Developers Limited 

 Shri Murudeshwar 

Tiles Private Limited 

 Murudeshwar 

Infosystems Limited 

 Sairam Mines & 

Minerals Private 

Limited 
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Name/ Fatherôs Name/ 

Designation/ Address 
Nationality  Qualifications Experience Other Directorships 

June 27, 2007  Indian Council of 

Ceramic Tiles and 

Sanitaryware  

 SHP Auto Service Pvt 

Limited 

3. Mr. Naveen R. Shetty 

 

S/o Rama N. Shetty 

 

Joint Managing Director 

 

61, Deshpande Nagar, 

Hubli ï 580 029 

Karnataka, India 

 

Occupation: Industrialist 

 

Age:  41 years 

 

DIN:   00058779 

 

PAN: ADOPS6617A 

 

Date of Joining: 
November 24, 1995 

 

Date of Expiration of 

Office: Reappointed for 

the period of five w.e.f. 

June 27, 2007 

Indian B. E. (Mech) from 

Bangalore 

University, 

Bangalore 

14 years  Firebricks & Potteries 

Private Limited 

 Murdeshwar Power 

Corporation Limited 

 RNS Infrastructure 

Limited 

 RNS Motors Limited 

 Naveen Hotels Limited 

 Naveen Mechanised 

Construction Company 

Private Limited 

 Naveen Structurals & 

Engineering Company 

Private Limited 

 Murudeshwar 

Developers Limited 

 Shri Murudeshwar 

Tiles Private Limited 

 Murudeshwar 

Infosystems Limited 

 Sairam Mines & 

Minerals Private 

Limited 

4. Mr. Sunil R. Shetty 

 

S/o Rama N. Shetty 

 

Non-Executive Director 

 

61, Deshpande Nagar, 

Hubli ï 580 029 

Karnataka, India 

 

Occupation: Industrialist 

 

Age:  45 years 

 

DIN:   00037572 

 

PAN: ADOPS6616B 

 

Date of Joining: 
November 29, 1993 

 

Date of Expiration of 

Office: Retire by rotation 

 

 

 

Indian B. E. (Civil ) from 

Karnataka 

University, 

Dharwad 

16 years  Firebricks & Potteries 

Private Limited 

 Murdeshwar Power 

Corporation Limited 

 RNS Infrastructure 

Limited 

 RNS Motors Limited 

 Naveen Hotels Limited 

 Naveen Mechanised 

Construction Company 

Private Limited 

 Naveen Structurals & 

Engineering Company 

Private Limited 

 Murudeshwar 

Developers Limited 

 Shri Murudeshwar 

Tiles Private Limited 

 Murudeshwar 

Infosystems Limited 

 Sairam Mines & 

Minerals Private 

Limited 

 SHP Auto Service Pvt 

Limited 
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Name/ Fatherôs Name/ 

Designation/ Address 
Nationality  Qualifications Experience Other Directorships 

5. Mr. K. P. 

Surendranath 

 

S/o Late K. C. Puttaiah 

 

Independent Director, Non-

Executive 

 

145, 6
th
, óCô Main,  

7
th
 Cross, H M T Layout, 

Vishweshwaraiah Nagar, 

Bangalore 560 032 

Karnataka, India 

 

Occupation: Retired  

 

Age: 78 years 

 

DIN:   00037781 

 

PAN: AHEPS5226P 

 

Date of Joining: January 

20, 1990 

 

Date of Expiration of 

Office: Retire by rotation 

 

Indian  B.A. (Hons) in 

Economics 

 M.A. 

(Educational 

Pyschology) 

from University 

of Minnesota 

(USA) 

35 years  RNS Infrastructure 

Limited 

 Davanagere Sugars 

Limited 

 

6. Mr. K. Sundar Naik  

 

S/o Late K. Mahalinga 

Naik 

 

Independent Director, Non-

Executive 

 

556, 9
th
 óAô Main,  

1
st
 Stage, Indiranagar, 

Bangalore 560 038 

Karnataka, India 

 

Occupation: Retired 

 

Age: 85 years 

 

DIN:   00042986 

 

PAN: AAHPN2182R 

 

Date of Joining: 
December 29, 2005 

 

Date of Expiration of 

Office: Retire by rotation 

 

 

 

Indian  B.E. (Civil) from 

University of 

Madras 

 

64 years  RNS Infrastructure 

Limited 
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Name/ Fatherôs Name/ 

Designation/ Address 
Nationality  Qualifications Experience Other Directorships 

7. Dr. Siddaramayya S. 

Hiremath  

 

S/o Shivabasayya Hiremath 

 

Independent Director, Non-

Executive 

 

Shivaleela Hospital, 

Kalyan Nagar,  

Hubli ï 580 031 

Karnataka, India 

 

Occupation: Professional 

 

Age: 72 years 

 

DIN:   02272897 

 

PAN:  AAQPH4444P 

 

Date of Joining: July 30, 

2008 

 

Date of Expiration of 

Office: Retire by rotation 

 

 

Indian  M.B.B.S. 

 M.D. 

 F.D.I.C.S. 

 F.I.C.O.G. 

47 years  Murdeshwar Power 

Corporation Limited 

 Naveen Hotels Limited 

8. Dr. Sadanand V. 

Nadig 

 

S/o Venkatrao Nadig 

 

Independent Director, Non-

Executive 

 

Gauri Kunj, 

No. 81, Ashok Nagar, 

Hubli ï 580 032 

Karnataka, India 

 

Occupation: Professional 

 

Age: 84 years 

 

DIN:   00037817 

 

PAN:  ABOPN8074E 

 

Date of Joining: May 27, 

2005 

 

Date of Expiration of 

Office: Retire by rotation 

Indian  M.B.B.S. 50 years  RNS Infrastructure 

Limited 

 Murdeshwar Power 

Corporation Limited 

 Naveen Hotels Limited 

 Gangolli Tile Works 

Private Limited 
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Relationship between the Directors 

 

Dr. R.N. Shetty is the father of Mr. Satish R. Shetty, Mr. Naveen R. Shetty and Mr. Sunil R. Shetty. 

Arrangements with major shareholders, customers, suppliers or others 

 

There is no arrangement or understanding with major shareholders, customers, suppliers or others, pursuant to 

which of any Directors was appointed as a Director or member of senior management of the Company. 

 

Compensation payable to the Company and its Whole time Directors 

 

(i) Mr Satish R. Shetty 

 

The Board of directors by passing a board resolution dated June 23, 2007 has reappointed Mr Satish R. 

Shetty as Managing Director for a period of five (5) years with effect from June 27, 2007. The 

remuneration payable to Mr Satish R. Shetty is stated hereunder:  

 

1. Salary: ̀  2,00,000/-(Rupees Two Lakhs only) per month.  

2. Housing: house rent allowance as  may be decided by the board of directors subject to maximum 

of 20% of the salary. 

3. Provident Fund: Employerôs contribution not exceeding 12% of the salary. 

4. Superannuation fund: As per Companyôs rules not exceeding the non taxable maximum limits. 

5. Gratuity: As applicable to senior executives  of the Company subject to limits not exceeding non 

taxable minimum limits. 

6. Leave and leave encashment: As per leave rules of the Company. 

7. Leave travel concession: For self, wife and dependent children once in a year as per rules 

applicable to senior executives of the Company. 

8. Medical reimbursement: Actual expenses incurred for self, wife and dependent children subject to 

maximum of one monthsô salary per year.  

9. Club membership: fees for membership of any two clubs excluding life memberships. 

10. Companyôs car with driver for official purpose of the Company. 

11. Telephone: free telephone facility at residence for official purpose of the Company. 

  

The Company has passed a shareholder resolution dated September 28, 2007 approving the 

reappointment of Mr Satish R. Shetty as Managing Director and the remuneration payable to him.  

 

(ii)  Mr Naveen R. Shetty 

 

The Board of directors by passing a board resolution dated June 23, 2007 has reappointed Mr Naveen 

R. Shetty as Joint Managing Director for a period of five(5) years with effect from June 27, 2007. The 

remuneration payable to Mr Naveen R. Shetty is stated hereunder:  

 

1. Salary: ̀  1,00,000/-(Rupees One Lakhs only) per month.  

2. Housing: house rent allowance as  may be decided by the board of directors subject to maximum 

of 20% of the salary. 

3. Provident Fund: Employerôs contribution not exceeding 12% of the salary. 

4. Superannuation fund: As per Companyôs rules not exceeding the non taxable maximum limits. 

5. Gratuity: As applicable to senior executives  of the Company subject to limits not exceeding non 

taxable minimum limits. 

6. Leave and leave encashment: As per leave rules of the Company. 

7. Leave travel concession: For self, wife and dependent children once in a year as per rules 

applicable to senior executives of the Company. 

8. Medical reimbursement: Actual expenses incurred for self, wife and dependent children subject to 

maximum of one monthsô salary per year.  

9. Club membership: fees for membership of any two clubs excluding life memberships. 

10. Companyôs car with driver for official purpose of the Company. 

11. Telephone: free telephone facility at residence for official purpose of the Company. 

  

The Company has passed a shareholder resolution dated September 28, 2007 approving the reappointment of Mr 

Naveen R. Shetty as Joint Managing Director and the remuneration payable to him  
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Interest of Directors 

 

All the Companyôs Directors, including Independent Directors, may be deemed to be interested to the extent of 

fees, if any, payable to them for attending meetings of the Board or a committee thereof as well as to the extent 

of other remuneration and reimbursement of expenses payable to them under the Companyôs Articles of 

Association.  

 

All the Companyôs Non-Executive Directors, including its Chairman, and excluding its Managing Director and 

Joint Managing Director, are entitled to sitting fees of `  5,000 per meeting of the Board or a committee thereof. 

The Companyôs Managing Director and Joint Managing Director are interested to the extent of remuneration 

paid to them for services rendered as an officer or employee of the Company.  

 

All the Companyôs Directors, including the independent Directors, may also be deemed to be interested to the 

extent of Shares, if any, held by them and also to the extent of any dividend payable to them and other 

distributions in respect of the said Shares. The Companyôs Directors, including the independent Directors, may 

also be regarded as interested in the Shares, if any, held by or that may be subscribed by and allotted to the 

companies, firms and trust, in which they are interested as directors, members, partners or trustees. 

 

All the Companyôs Directors may be deemed to be interested in the contracts, agreements or arrangements 

entered into or to be entered into by the Company with any company in which they hold directorships or any 

partnership firm in which they are partners as declared in their respective declarations.  

 

Except as otherwise stated in this  Letter of Offer and statutory registers maintained by the Company in this 

regard, the Company has not entered into any contract, agreements or arrangements during the preceding two 

years from the date of this  Letter of Offer in which the Directors are interested directly or indirectly and no 

payments have been made to them in respect of these contracts, agreements or arrangements which are proposed 

to be made with them. 
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 SECTION VI - FINANCIAL INFORMATION  

 

Particulars Page No. 

A. Financial Statement for the year ended March 31, 2010 40 

B. Special Purpose Auditorsô Report for the three months period ended June 30, 2010 61 

C. Certain Other Financial Information 81 
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A. FINANCIAL STATEMENTS  FOR THE YEAR ENDED MARCH 31, 2010 

 

AUDITORSô REPORT 

 

To The Members of MURUDESHWAR CERAMICS LIMITED   
 

We have audited the attached Balance Sheet of MURUDESHWAR CERAMICS LIMITED,  as at 31
st
 March 

2010, and also the Profit and Loss Account and the Cash Flow Statement for the year ended on that date 

annexed thereto.  These financial statements are the responsibility of the companyôs management.  Our 

responsibility is to express an opinion on these financial statements based on our audit. 

 

We conducted our audit in accordance with the Auditing Standards generally accepted in India.  Those 

Standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting 

the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting 

principles used and significant estimates made by management, as well as evaluating the overall financial 

statement presentation.  We believe that our audit provides a reasonable basis for our opinion. 

 

As required by the Companies (Auditorôs Report) Order, 2003 issued by the Central Government of India in 

terms of sub-section (4A) of section 227 of the Companies Act, 1956, we enclose in the Annexure a statement 

on the matters specified in paragraphs 4 and 5 of the said order to the extent applicable to the Company. 

 

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

 

(i) We have obtained all the information and explanations, which to the best of our knowledge and belief were 

necessary for the purpose of our audit. 

 

(ii)  In our opinion, proper books of account as required by law have been kept by the company so far as appears 

from our examination of those books  

 

(iii)  The Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this report are in 

agreement with the books of account  

 

(iv) In our opinion, the Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this report 

comply with the accounting standards referred to in sub-section (3C) of Section 211 of the Companies Act, 

1956. 

  

Note No 4(c) regarding non-Provision of Excise Duty on finished goods lying in the factory amounting to `  

184.36 Lakhs, which is not in accordance with Accounting Standard -2 issued by the Institute of Chartered 

Accountants of India.  The same has no impact on the Profits for the year under review. 

 

(v) On the basis of written representations received from the directors, as on 31st March 2010 and taken on 

record by the Board of Directors, we report that none of the director is disqualified as on 31st March 2010 

from being appointed as a director in terms of clause (g) of sub-section (1) of Section 274 of the Companies 

Act, 1956. 

 

(vi) In our opinion and to the best of our information and according to the explanations given to us, the said 

accounts give the information required by the Companies Act, 1956, in the manner so required and give a 

true and fair view in conformity with the accounting principles generally accepted in India. 

 

(a) in the case of the Balance Sheet, of the state of affairs of the company as at 31
st
 March 2010. 

(b) in the case of the profit  and loss account, of the loss for the year ended on that date; and 

(c) in the case of the cash flow statement, of the cash flows for the year ended on that date. 

 

 

 

Place : Bangalore  

 

Date  :  05.05.2010 

For, M.A. NARASIMHAN & C O. 

Chartered Accountants 

 (M.A. PARTHANARAYAN)  

Partner 

Membership No. 028994 
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ANNEXURE TO THE AUDITORSô REPORT 

 

Referred in Paragraph (1) of our report of even date 

 

1. In our opinion, the company is in the process of updating records to show full particulars including 

quantitative details and situation of its Fixed Assets. 

 

2. A part of the fixed assets have been physically verified by the Management during the year, however there 

exists a programme of verification of the assets over a period.  In our opinion, the frequency of verification 

of the fixed assets by the management is at reasonable intervals having regard to the size of the Company 

and nature of the assets and no material discrepancies were noticed between the book records and the 

physical inventory in respect of the assets physically verified. 

 

3. The Company has not disposed off substantial part of the fixed assets during the Current Year. 

 

4. The inventories except for clay, owing to its nature, have been physically verified during the year by the 

management.  In our opinion, the frequency of the verification is reasonable. 

 

5. In our opinion and according to the information and explanations given to us, the procedures of physical 

verification of stocks followed by the Management were found reasonable and adequate in relation to the 

size of the Company and the nature of its business. 

 

6. The Company is maintaining proper records of inventory.  The discrepancies noticed on verification 

between the physical stocks and book records were not material in relation to the operations of the 

Company and the same have been properly dealt with in the books of accounts. 

 

7. The company has not taken loans, from Companies, firms or other parties covered in the register maintained 

under section 301 of The Companies Act, 1956, during the year under review. 

 

8. In our opinion and according to the information and explanations given to us, there are adequate internal 

control procedures commensurate with the size of the Company and nature of its business with regard to the 

purchase of inventory and fixed assets and with regard to the sale of goods.  During the course of our audit, 

we have not observed any continuing failure to correct the major weakness in internal controls. 

 

9. According to the information and explanations given to us, we are of the opinion that the transactions that 

need to be entered into the register maintained Under Section 301 of the Companies Act, 1956 have been so 

entered. 

 

10. In our opinion and according to the information and explanations given to us, transactions exceeding the 

value of rupees five lakhs with parties listed in the register maintained under section 301 of the Companies 

Act, 1956 have been made at reasonable prices having regard to the prevailing market prices at the relevant 

time. 

 

11. In our opinion and according to the information and explanations given to us, the Company has complied 

with the provisions of Section 58A and 58AA of the Companies Act, 1956 and the Companies (Acceptance 

of Deposits) Rules, 1975, with regard to the deposits accepted from the public. No order has been passed by 

the Company Law Board in this regard. 

 

12. An independent firm of Chartered Accountants has conducted internal Audit during the year and it is 

commensurate with the size of the Company and the nature of its business. 

 

13. The Central Government has not prescribed the maintenance of cost records under section 209(1)(d) of the 

Companies Act, 1956 for the Company. 
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14. The Company has generally been regular in depositing undisputed dues including Provident Fund, Investor 

Education and Protection fund, Employees State Insurance, Income Tax, Sales Tax, Wealth Tax, Custom 

Duty, Excise Duty, Cess and other applicable statutory dues with appropriate authorities.  According to the 

information and explanations given to us, there are no dues outstanding as at the year end for a period of 

more than six months from the date they became payable in respect of Income Tax, Wealth Tax, Sales Tax, 

Customs duty, Excise Duty and Cess. 

 

15. According to the records of the Company, there are no dues outstanding of Sales Tax, Income Tax, 

Customs Duty, Wealth Tax, Excise Duty or Cess on account of any dispute  

 

16. In our opinion, the accumulated losses of the Company are not more than fifty percent of its net worth. The 

Company has not incurred any cash losses during the financial year covered by our audit and the 

immediately preceding financial year. 

 

17. As per books and records maintained by the Company and according to the information and explanations 

given to us, the Company has not defaulted in the repayment of dues to a financial institution, bank or 

debenture holders. 

 

18. The Company has not granted any loans and advances on the basis of security by way of pledge of shares, 

debentures and other securities. 

 

19. The Company has maintained proper records of the transactions and contracts of dealing in investments 

during the year and timely entries have been made therein.  All the investments were held in the name of 

the Company. 

 

20. The Company has given guarantees for loans taken from financial institutions and banks by others. The 

terms and conditions of which are not prejudicial to the interest of the company   

 

21. In our opinion, the term loans were applied for the purpose for which they were raised. 

 

22. According to the information and explanations given to us and on an overall examination of the Balance 

Sheet of the Company, we report that funds raised on short-term basis including other short term loans from 

Companies have not been used for long term purposes and vice ï versa. 

 

23. Based upon the audit procedures performed by us for expressing our opinion on these financial statements 

and information and explanations given by the management, we report that no fraud on or by the Company 

has been noticed or reported during the course of our audit. 

 

24. All the other provisions of the Companies (Auditorsô Report) Order 2003 have been found not applicable to 

the Company.  

 

 

 

 

Place : Bangalore  

 

Date  :  May 5, 2010 

For, M.A. NARASIMHAN & CO.  

Chartered Accountants 

ICAI FIRM REG NO: 002347S 

 (M.A. PARTHANARAYAN)  

Partner 

Membership No. 028994 
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BALANCE SHEET AS AT March 31, 2010 

 

(`  in Lakhs) 

     

 PARTICULARS  

Schedule 

No 
As at 3/31/2010 

As at 

3/31/2009 

SOURCES OF FUNDS     

SHAREHOLDERS FUNDS     

(a) Share Capital 1    

     I)  Equity Shares  1,750.97  1,750.97 

(b) Reserves & Surplus 2 23,438.50  24,969.27 

(c) Deferred Tax 3 827.38  856.88 

    26,016.85 27,577.12 

LOAN FUNDS     

    Secured Loans 4 16,936.99  18,099.89 

    Unsecured Loans 5 606.11  977.00 

    17,543.10 19,076.89 

       TOTAL    43,559.95 46,654.01 

APPLICATION OF FUNDS :      

FIXED ASSETS 6    

Gross Block  52,069.24  50,882.88 

Less : Depreciation  21,431.75  18,995.91 

   30,637.49  31,886.97 

Add : Capital Work In Progress     

          Including Advances  72.71  982.93 

    30,710.20 32,869.90 

INVESTMENTS :  7  300.39 300.54 

CURRENT ASSETS, LOANS AND 

ADVANCES     

(a) Inventories 8 12,079.16  10,452.67 

(b) Sundry Debtors 9 2,252.25  4,472.01 

(c) Cash and Bank Balances 10 470.12  423.99 

(d) Loans and Advances 11 1,083.71  1,270.97 

(e) Interest Accrued on deposits     

    Deposits  32.97  25.79 

   15,918.21  16,645.43 

CURRENT LIABILITIES AND  

PROVISIONS     

(a) Current Liabilities 12 3,368.85  3,011.99 

(b) Provisions 13 -  158.32 

   3,368.85  3,170.31 

NET CURRENT ASSETS   12,549.36 13,475.12 

Miscellaneous Expenditure     

To The Extent Not Written off     

or Adjusted 14  - 8.44 

       TOTAL    43,559.95 46,654.00 
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PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 2010  

           (`  in Lakhs) 

PARTICULARS  
Schedule 

No. 
FOR THE YEAR ENDED 3/31/2010 

FOR THE YEAR 

ENDED 

3/31/2009 

INCOME :        

Operational Income  13,839.32    19,041.49  

Other Income 15 55.96    36.35  

Increase/(Decrease) In Stock 16 1,191.24     (237.47) 

    15,086.52  18,840.37  

EXPENDITURE :      

      

Raw Materials Consumed  3,048.65   4,042.06  

Purchases of Trading Goods  62.32   -    

Excise Duty Paid  847.06   1,031.51  

Power and Fuel  2,942.10   3,323.60  

Production Consumables  539.02   715.48  

Salaries,Wages & Amenities 17 1,356.98   1,318.19  

Repairs & Maintenance 18 574.48   614.77  

Administration, Selling and      

-Other Expenses 19 2,380.28   2,773.18  

Interest 20 2,446.30   2,547.60  

Depreciation  2,466.24   2,402.13  

    16,663.43  18,768.52  

      

PROFIT/(LOSS) BEFORE TAX :     (1,576.91) 71.85  

Less: Provision For Taxation   - 7.41  

Less: Provision for Deferred Tax   -    27.48  

Less: Provision for Fringe Benefit 

Tax   -    11.62  

Less: Income Tax Paid for earlier 

year   -    7.26  

Add : Deferred Tax Assets   29.50   

Add : Excess Provision for Income Tax Written 

Back  16.64   

PROFIT AFTER TAX :     (1,530.77) 18.08  

Balance of Profit Brought Forward   447.51  552.29  

PROFIT AVAILABLE FOR 

APPROPRIATION   (1,083.26) 570.37  

APPROPRIATION :       

  I)   Dividend on Preference Shares  -      -    

  ii)  Dividend on Equity Shares  -      105.01  

  iii) Corporate Dividend Tax  -      17.85  

     -    122.86  

Transfer to General Reserve    -    -    

Surplus/(Loss) Carried to Balance Sheet    (1,083.26) 447.51  

 

 

The Schedules referred to above and the Notes to Accounts (Schedule 20) form an integral part of the Balance 

Sheet as on 3/31/2010 and Profit & Loss Account for the year ended 3/31/2010.  

 

Significant Accounting Policies refer schedule 21; Accounting Policies - refer Schedule 22. 
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SCHEDULES TO BALANCE SHEET AS AT MARCH 31, 2010  

   

SCHEDULE 1           (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

SHARE CAPITAL      

Authorised :     

2,40,00,000 (2,40,00,000) Equity Shares of `  10/- each 2,400.00  2,400.00  

16,00,000 (16,00,000) - 10% Redeemable Cumulative Preference 

Shares of ̀ 100 each 1,600.00  1,600.00  

25,50,000 (25,50,000) - 10% Cumulative Convertible  Preference 

Shares of ̀ 124 each 

                 

3,162.00  

                       

3,162.00  

  7,162.00  7,162.00  

Issued, Subscribed and Called up:     

1,75,26,818 (1,75,26,818) Equity Shares of `  10/- each 1,752.68  1,752.68  

   

Paid up Capital:     

Equity Share Capital :     

1,75,26,818 (1,75,26,818) Equity Shares of ` 10/- each          1,752.68 1,752.68  

Less :   24857 (24857) Equity Shares of `  10/-each forfeited 2.49  2.49  

Add: Amount received on 24,857 (24,857) Equity Shares forfeited 
                         

0.78  

                              

0.78  

Total Paid up Share Capital 1,750.97  1,750.97  

 

SCHEDULE 2            (`  in Lakhs) 

PARTICULARS   As at 3/31/2010 As at 3/31/2009 

RESERVES ANS SURPLUS           

General Reserve :       

Opening Balance 13,879.10    13,879.10  

Add:  1) Transferred during the year -   - 

         2) Deferred Tax Adjustment -   - 

         3) Less:Debit Balance in Profit & Loss Account 1,083.26    -    

    12,795.84  13,879.10  

Share Premium       

Opening Balance 9,027.64    9,027.64  

    9,027.64  9,027.64  

        

Capital Redemption Reserve   1,600.00  1,600.00  

Capital Reserve - Central Subsidy 15.00    15.00  

Debentures Forfeited 0.02      0.02  

    15.02  15.02  

Investment allowance Utilisation Reserve       

Opening Balance -   - 

Transferred to General Reserve -   - 

Profit & Loss Account   - 447.51  

   23,438.50  24,969.27  
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SCHEDULE 3            (`  in Lakhs) 

PARTICULARS   As at 3/31/2010 As at 3/31/2009 

DEFERRED TAX        

Opening Balance 856.88    829.40  

Add: Provision during the year -   27.48  

    856.88  856.88  

Less: Deferred Tax        

         Deferred Tax Asset   29.50  -    

    827.38  856.88  

 

SCHEDULE 4          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

SECURED LOANS    

A. Rupee Loan :    

State Bank of India , Hubli 2,851.10  3,116.46  

Lakshmi Vilas Bank Ltd., Hubli 217.53  237.48  

Canara Bank, Trinity Circle, Bangalore 3,929.08  4,146.26  

Bank of Baroda, Hubli 1,416.14  1,462.36  

Development Credit Bank Ltd, Bangalore - 294.50  

Indian Bank, Hubli 525.15  530.62  

Axis Bank,B"lore - 251.13  

B.  Cash Credit :     

Cash Credit from Canara Bank 2,003.88  1,950.63  

Cash Credit from Bank of Baroda 1,045.19  1,159.73  

Cash Credit from State Bank of India 1,393.73  1,267.42  

Cash Credit from Lakshmi Vilas Bank ltd 337.30  400.97  

Cash Credit from Citi Bank - 418.26  

Cash Credit from HDFC Bank 595.85  589.55  

Cash Credit from Axis Bank 2,450.19  1,937.89  

C.  Other Secured Loans :     

ICICI Bank. Ltd 11.15  26.66  

Axis Bank 5.46  8.60  

Centurian Bank of Punjab (HDFC Bank)) 0.02  6.83  

Sundaram Finance Ltd 38.53  74.90  

HDFC Bank Ltd 60.89  139.83  

Sheba Properties Ltd 0.15  0.15  

Tata Finance Ltd 55.65  79.66  

Total 16,936.99  18,099.89  

  

SCHEDULE 5          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

UNSECURED LOANS   

Public Deposits 32.75  165.67  

L I C of India 101.00  -    

IDBI Bank Ltd 20.91  312.53  

Bills for Capital Goods Discounted 337.00  372.23  

Dhanalakshmi Bank Ltd - 126.57  

I C I C I Bank 114.45  -    

Total 606.11  977.00  
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NOTES ON SECURED LOANS: 

 

 

1. The Term Loans from Banks  namely  Canara Bank, Bank of Baroda, State Bank of India,  The Lakshmi 

Vilas Bank Ltd., Axis Bank and Indian Bank  are secured by first charge created / to be created on the 

immovable / Fixed Assets  of the Company, and by charge on other movables including machinery, spares, 

tools, accessories and movable plant and machinery both present and future, save and except book debts 

and other Deferred Payment Guarantee equipments, assets hypothecated to concerned institutions / Bankers 

against specific finance for the same.  The said charge on the movable properties of the Company in favour 

of these Bankers is subject to prior charges created in favour of Companyôs Bankers for working capital 

requirements. 

 

2. (a) The Cash Credit and other working capital facilities (including adhoc limits) from the consortium of 

Bankers namely, Canara Bank, Bank of Baroda, State Bank of India, The Lakshmi Vilas Bank Ltd., and 

Axis Bank are also secured by way of hypothecation of raw materials, stock in process, finished goods, 

book debts and goods meant for export on pari-passu basis and further secured by way of second & 

subsequent charge on the whole of the immovable / Fixed Assets of the Company. 

 

(b) The Working Capital facilities (including Cash Credit) availed from HDFC Bank Limited are secured by 

way of hypothecation of Raw Material, Stock in Process, Finished goods, Book-debts & goods meant for 

exports.  A further security is subject to ceding of second charge on the whole of immovable / Fixed Assets of 

the company by the consortium of Bankers as mentioned in 2(a) above.  

 

3. Loans from ICICI Bank Ltd., Tata Finance Limited, Sundaram Finance Ltd., Sheba Properties Ltd., and 

HDFC Bank Ltd., for specific assets are secured against hypothecation of specific items of assets financed 

for.  Loan from Life Insurance Corporation of India is against pledge of Key-Man Policy. 

 

4. The term loans availed from State Bank of India and Canara Bank,  for specific assets  financed for  are 

secured by way of first charge on such specific assets and a charge on all movable assets subject to charges 

created / to be created in favour of other Banks / Financial Institutions for Working Capital / Term Loan 

requirements in the ordinary course of business. 

 

5. All the secured and unsecured loans other than Public Deposits have been further secured by way of 

Personal Guarantees by Promoter Directors of the Company to the extent applicable. 
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SCHEDULE 6: SCHEDULE OF FIXED ASSETS                                                                                                                                                                         (`  in Lakhs) 

  GROSS BLOCK DEPRECIATION BLOCK  NET BLOCK  

Name of Asset 

  

As on 

01.04.2009 

Additions 

2009-10 

Deletions 

2009-10 

  

As on 

  

31.03.2010 

Upto 

31.03.2009 

For the year 

2009-10 

Deletions 

2009-10 

Upto 

31.03.2010 

As at 

31.03.2010 

As at 

31.03.2009 

LAND 231.00 0.00 0.00 

  

231.00 0.00 0.00 0.00 0.00 231.00 231.00 

QUARRY LAND 7.51 0.00 0.00 

  

7.51 0.00 0.00 0.00 0.00 7.51 7.51 

BUILDING 7374.63 1072.08 0.00 

  

8446.70 1445.89 208.17 0.00 1654.06 6792.65 5928.74 

PLANT AND MACHINERY 42054.65 120.71 35.43 

  

42139.93 16921.14 2180.23 11.33 19090.04 23049.89 25133.51 

FURNITURE & FIXTURES 635.08 28.61 0.00 

  

663.69 270.67 36.78 0.00 307.45 356.24 364.41 

MOTOR VEHICLES 399.04 6.84 28.12 

  

377.77 203.14 30.81 19.06 214.89 162.87 195.90 

COMPUTERES 180.97 21.67 0.00 

  

202.64 155.06 10.25 0.00 165.31 37.33 25.91 

TOTAL  50882.88 1249.91 63.55 

  

52069.24 18995.90 2466.24 30.39 21431.75 30637.49 31886.98 
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SCHEDULE 7           (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

INVESTMENTS    

(Non Trade, Unquoted - at Cost)   

National Savings Certificate 0.51 0.66 

Equity Shares  :   

Murudeshwar Decor Limited :   

20,000 Equity Shares of `  10/- each 2.00 2.00 

    

Murdeshwar Power Corporation ltd :   

 1489400 Fully paid Unquoted Equity Shares   

 of `  10/- each  297.88 297.88 

Total 300.39 300.54 

 

SCHEDULE 8          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

INVENTORIES  (as per Inventory taken and value certified by the 

Management)   

Raw Materials (at cost) 3,049.08 2,910.71 

Work-in-Progress (at cost) 2,524.07 2,035.86 

Finished Goods (at lower   

-of cost or net realisable value) 4,694.89 3,991.86 

Stores (at cost) 887.61 598.45 

Spares & Tools 923.51 915.79 

Total 12,079.16 10,452.67 

 

SCHEDULE 9          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

SUNDRY DEBTORS    

(Unsecured considered good)   

Debts outstanding for a period   

exceeding six months 517.22 579.21 

Other Debts 1,735.03 3,892.80 

Total 2,252.25 4,472.01 

 

SCHEDULE 10          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

CASH AND BANK BALANCES    

Cash on hand 32.16 29.71 

Balance with Scheduled Banks :   

   Current Accounts 240.54 177.23 

   Fixed Deposits   

   (`  152.07 lacks (̀ 200.77 lacks) held by   

   Banks as margin money against Letters   

   of Credit and Guarantees) 197.42 217.05 

Total 470.12 423.99 
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 SCHEDULE 11          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

LOANS AND ADVANCES      

(Unsecured considered good)     

Advances                     483.55  484.86  

(recoverable in cash or in kind or for value to be received)     

Deposits                     574.99  749.08  

Adance Payment of Tax                               -    8.61  

Tax Deducted at source                        25.17  28.41  

Total                  1,083.71  1,270.97  

 

SCHEDULE 12          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

 CURRENT LIABILITIES      

Sundry Creditors for Expenses,   

-Trade and Others 2,919.33 2,523.16 

Advances received against Sales 349.05 388.22 

Security Deposits from Dealers 95.35 96.00 

Interest charges accrued but not due 5.12 4.61 

Total 3,368.85 3,011.99 

 

SCHEDULE 13           (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

 PROVISIONS    

Taxation - 35.46 

Proposed Dividend including tax thereon - 122.86 

Total - 158.32 

 

SCHEDULE 14          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

 MISCELLANEOUS EXPENDITURE      

Preliminary and Public Issue Expenses :     

Opening Balance 8.44 16.88 

Add: During the year - - 

Less: Written off during the year (8.44) (8.44) 

Total - 8.44 

 

SCHEDULE 15           (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/31/2009 

OTHER INCOME      

Dividend Received 7.45 - 

Interest 32.18 22.68 

Profit on sale of Asset 0.12 0.33 

Miscellaneous Income 16.21 13.34 

Total 55.96 36.35 
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SCHEDULE 16           (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/312009 

INCREASE (DECREASE) IN STOCK     

OPENING STOCK :      

Finished Goods                  3,991.86  4,177.39  

Work in process                  2,035.86  2,087.80  

Total                  6,027.72  6,265.19  

      

CLOSING STOCK      

Finished Goods                  4,694.89  3,991.86  

Work in process                  2,524.07  2,035.86  

Total                  7,218.96  6,027.72  

Increase/(Decrease)                  1,191.24   (237.47) 

 

SCHEDULE 17          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/312009 

SALARIES, WAGES & AMENITIES    

Salaries And Wages 967.62 869.44 

Staff and Labour Welfare 300.21 342.25 

Company's Contribution to Funds 59.14 71.00 

Bonus 17.16 18.62 

Gratuity Fund Contribution 12.85 16.88 

Total 1,356.98 1,318.19 

 

SCHEDULE 18          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/312009 

REPAIRS & MAINTENA NCE   

Plant and Machinery 316.29 423.73 

Buildings 23.29 23.41 

Others 234.90 167.63 

Total 574.48 614.77 

 

SCHEDULE 19            (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/312009 

ADMINISTRATION, SELLING & OTHER EXPENSES    

Rent 203.29 231.58 

Rates, Taxes and Licences 65.36 64.56 

Insurance 112.64 75.80 

Communication 63.34 86.45 

Travelling Expenses 294.46 335.25 

Audit Fees 1.50 1.30 

Printing and Stationery 29.05 61.20 

Consultancy and Professional Fees 27.74 55.19 

Directors Sitting Fees 1.20 1.35 

Advertisement and Publicity 13.13 21.20 

Selling Expenses 1,349.84 1,591.04 

Bank and Finance Charges 149.30 186.16 

Export Expenses 1.51 3.61 

Miscellaneous Expenses 35.76 49.09 

Preliminary & Public Issue Expenses   

-Written off 8.44 8.44 
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PARTICULARS  As at 3/31/2010 As at 3/312009 

Donation 0.70 0.96 

Loss on Sale of Assets 23.02  

Total 2,380.28 2,773.18 

 
SCHEDULE 20          (`  in Lakhs) 

PARTICULARS  As at 3/31/2010 As at 3/312009 

INTEREST   

On Fixed Loans 1,289.38 1,519.36 

On Others  1,156.92 1,028.24 

Total 2,446.30 2,547.60 
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SCHEDULE 21 

 

NOTES ON ACCOUNTS ANNEXED TO AND FORMING PART OF BALANCE SHEET AS ON 

31.03.2010 AND THE PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31.03.2010. 

 

1. Figures in parenthesis relate to the previous year. 

 

2. Contingent Liabilities not provided for in respect of : 

 

a) Estimated amount of contracts remaining to be executed on capital account and not provided for `  43.40 

lakhs (` 88.08 lakhs) 

         b) Guarantees given by Banks on behalf of the Company ` 81.22 lakhs (` 125.96 lakhs) 

         c) Letters of Credit established with Banks `  1039.72 lakhs (̀  64.26 lakhs) 

 

3. Details of Raw Materials Consumed: 

 

Particulars 
Unit of 

Measurement 

CURRENT YEAR  PREVIOUS  YEAR 

Quantity  
Value  

(`  in Lakhs) 
Quantity 

Value 

(`  in Lakhs) 

Clays Tonnes 149876.89 1942.55 144329.70 2690.86 

Glaze Material & Pigment Tonnes 4846.36 747.90 1955.55 776.42 

Packing Cartons / Box Nos. 4517476 291.11 5813519 334.37 

Natural Granite Blocks  Cub. Mtrs. 448.66 54.60 1700.74 199.92 

Others - - 12.49 - 40.49 

   3048.65  4042.06 

 

4. Additional information pursuant to Part II of Schedule VI to The Companies Act, 1956. 

a) Particulars of capacity and production in Metric Tonnes. 

 

Class of Goods 

Annual Registered 

Capacity 

Annual Installed   

Capacity * 
Actual Production 

Current 

Year 

Previous 

Year 
Current 

Year 

Previous  

Year 
Current  

Year 

Previous 

Year 

Ceramic Glazed & Un-

Glazed Vitrified Tiles 

(Tonnes) 
2,76,300 2,76,300 2,22,300 2,22,300 1,02,426 1,15,791 

Polished Granite Slabs 

(Sq.Mtrs.) 

 
72,000 72,000 72,000    72,000 23,043 19,807 

*As certified by the Management and relied upon by the auditors being a technical matter.  

 

b) Particulars in respect of Opening Stock, Sales and Closing Stock for class of goods dealt with by the 

Company. 

Class of Goods 

Opening Stock Sales Closing Stock 

Qty. 

Value  

(`  in 

Lakhs) 

Qty. 
Value  

(`  in Lakhs) 
Qty. 

Value  

(`  in 

Lakhs) 

Ceramic Glazed & Un-Glazed 

Vitrified Tiles (Tonnes) 
25,640 

(25,374) 
3,900.33 

(3,974.04) 
96,167  

(1,15,525) 
13,637.01 

(17,605.32) 
31,899 

(25,640) 
4,479.54*  

(3,900.33) 

Polished Granite Slabs 

(Sq.Mtrs.) 
4,482  

(9,958) 
92.00 

(203.35) 
16,979 

(25,283) 
202.31  

(301.77) 
10,546 

(4,482) 
215.35 * 

(0.92) 

Trading ï Tiles 

(Sq.Mtrs.) 

- 

- 

- 

- 

-   

(-) 
    -     

    (-) 
- 

(-) 
- 

(-) 

Earth Work & Maintenance 

Receipts 

(Cub.Mtrs.) 

   
-  

(1,134.40) 
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* Exclusive of Excise Duty element of `  184.36 lakhs on Finished Goods lying at factory. 

 

 

c) The Company has consistently valued Finished Goods lying at factory exclusive of excise duty 

amounting to ̀  184.36 lakhs.  This is not in conformity with Mandatory Accounting Standard AS-2 

issued by Institute of Chartered Accountants of India.  However, the non-provision of excise duty has 

no impact on the profit for the year under review.  Closing stock at branches and stock in transit of `  
2,268.12 lakhs are inclusive of Excise Duty. 

 CURRENT YEAR  PREVIOUS YEAR 
d) CIF Value of Imports   

Capital Goods 18.65 295.32 
Raw Materials 138.71 1,059.00 
Spares and Consumables 385.02 511.34 

e) Expenditure in Foreign Currency: Travel 4.45 7.80 
f) Earning in Foreign Exchange: FOB Value of Exports - 36.01 

 

g) Value of Imported and Indigenous Raw Materials consumed and the percentage of each to total 

consumption. 

 

 Current Year  Previous Year 

` in lakhs % `  in lakhs % 

Imported   804.49 26 1,309.21 32 

Indigenous 2244.16 74 2,732.85 68 

 3048.65 100 4,042.06 100 

(Includes Raw Material of Granite Division (Indigenous only) 

 

5. A. Managerial  remuneration  paid  to  Managing  Director  and  Joint  Managing  Director  includes 

the following :         (`  in lakhs) 

 Current Year  Previous Year  

Salary 36.00 36.00 

Perquisites   1.92   1.92 

Contribution to PF & SAF   5.59   6.49 

 

B. Consultancy and Professional fees include payments to Auditors for: 

(`  in lakhs) 

 Current Year  Previous Year  

a) Tax Audit 0.50    0.40 

b) Expenses 1.45    1.45 

T O T A L  1.95    1.85 

 

6. The Company has provided Depreciation on its Fixed Assets at the Rates prescribed in Schedule XIV 

of the Companies Act, 1956 as amended on 16.12.1993. 

 

7. No provision for tax has been made in view of the losses for the year as per The Income Tax Act, 1961.  

MAT credit U/s.115 JAA shall be carried forward and set off in the year in which the Company pays 

tax at normal rates. 

 

8. a) Sundry Creditors include `  90.49 lakhs (̀ 45.78 lakhs) due to Small Scale and ancillary 

undertakings.  

 

b) List of Small Scale Industrial Undertakings to whom the Company owes a sum exceeding ` 1 

lakh, which is outstanding for more than 30 days: 

 
01. Ashapura China Clay Company, Bhuj 

03. Hari Belts & Conveyors Pvt. Ltd.,Bangalore 

05. M S Traders, Namakkal 

07. S B International, Coimbatore 

09. Yesha Industries, Hubli. 

02.Bharat Minerals, Cuddapah 

04. Hi-Tech Ceramics, Jaipur 

06. N R Industries, Belgaum 

08. Shri Abirami Enterprises, Namakkal 
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9. Balances of sundry debtors, loans and advances and sundry creditors to the extent unconfirmed as on 

31.3.2010 are subject to reconciliation and settlement wherever necessary.  Sundry Debtors includes a 

sum of ̀  83.40 lakhs from Group Companies. 

 

a) M/s. Naveen Hotels Ltd.:   `  44.77 lakhs;   b) M/s. R N S Motors : `  8.71 lakhs; c) M/s. R N 

Shetty Trust: ̀  29.92 lakhs 

 

10. Deferred tax liability has been shown net of deferred tax asset.  The Company has recognized Deferred 

tax asset of `  29.50 lakhs (̀ 27.48 lakhs) in respect of timing differences as per Accounting Standard-

22 issued by Institute of Chartered Accountants of India. 

 

The Company has recognized deferred tax asset on the unabsorbed depreciation losses carried forward  

as per the provisions of the Income Tax Act, 1961. The Management is confident that there will be 

sufficient profits in future to write off the deferred tax asset.  The future business projections made by 

the Management and its commitment to the same is the basis to support the recognition of Deferred tax 

assets. 

 

11. Previous yearôs figures have been regrouped / rearranged wherever necessary to conform to current 

yearôs classification 

 

12. DISCLOSURE OF RELATED PARTIES AS REQUIRED BY ACCOUNTING STANDARDS -18 

ISSUED BY THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA  

 

(`   in Lakhs) 

Sl. 

No. 
Name of the Party 

Transactions 
during the year 

O/s. balance as at 
Max. Balance O/s. 

during the year 

 

. 
 

2010 2009 2010 2009 2010 2009 

1. MURDESHWAR POWER  

CORPORATION LTD.,  

- Sale of Tiles 

- Purchase of Power 

- Earth Work Receipts 

1.09 

459.73 

- 

- 

490.98 

482.68 

1.09 

417.03 

- 

- 

480.37 

471.74 

1.09 

468.35 

- 

- 

480.37 

471.74 

2. NAVEEN HOTELS LTD.,  

- Sale of Tiles 

- Services / Maintenance 

- Funds transferred - Receipt 

- Hotel Room Rentals 

11.34 

- 

70.00 

0.80 

24.97 

- 

159.31 

0.83 

76.76 

- 

9.78 

22.21 

27.58 

43.11 

24.79 

20.53 

76.76 

- 

70.00 

22.21 

36.66 

195.11 

288.54 

20.87 

3. SHRI MURUDESHWAR TILES  

PVT. LTD.,  

- Purchases / Services 
0.36 3.10 6.18 5.81 6.18 5.81 

4. RNS INFRASTRUCTURE LTD.,  

- Sale of Tiles 

- Earth Work Receipts 

- Purchase of Assets 

- Fund Transfer 

73.23 

- 

- 

376.79 

195.23 

651.72 

147.25 

- 

5.97 

- 

- 

10.10 

204.71 

1,547.96 

316.93 

- 

273.90 

1,513.15 

- 

376.79 

213.81 

1,889.71 

2,345.43 

- 

5. RNS MOTORS 

- Sale of Tiles 

- Purchase of Assets & Services 

8.12 

2.32 

40.79 

12.55 

24.19 

15.48 

16.79 

13.33 

24.19 

17.97 

40.78 

25.13 
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Sl. 

No. 
Name of the Party 

Transactions 
during the year 

O/s. balance as at 
Max. Balance O/s. 

during the year 

 

. 
 

2010 2009 2010 2009 2010 2009 

6. NAVEEN STRUCTURALS &  

ENGG. CO. PVT. LTD., 

- Purchases / Services 
0.02 1.25 8.80 8.82 8.80 10.07 

7. R N SHETTY TRUST 

- Sale of Tiles 13.91 52.12 43.01 29.28 42.98 77.85 

8. RNS TRUST 

- Purchases / Services - 0.30 13.09 13.09 13.09 74.81 

9. R N SHETTY FAMILY TRUST  

- Purchases / Services - 12.42 - - - 12.42 
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13. SEGMENT REPORTING AS REQUIRED BY ACCOUNTING STANDARD - 17 ISSUED BY 

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA  

 

(`   in Lakhs) 

SEGMENT 

REPORTING 

CERAMIC  VITRIFIED  GRANITE  EARTH WORK  

& OTHERS  

CONSOLIDATED  
TOTAL  

 
Current  
Year 

Previous 
Year 

Curr ent 
Year 

Previous 
Year 

Current  
Year 

Previous 
Year 

Current  
Year 

Previous 
Year 

Current  
Year 

Previous 
Year 

REVENUE 

External Sales 

Inter Segment Sales 

Total Revenue 

RESULT 

Unallocated Expenses 

Operating Profit 

Other Income 

Income Tax 

Profit from ordinary 

activities 

Extra-ordinary Loss 

Net Profit  

Segment Assets 

Unallocated Corporate 

Assets 

Total Assets 

Segment Liabilities 

Unallocated Corporate 

Liabilities 

Total Liabilities 

Capital Expenditure 

Depreciation 

Non cash expenditure 

other than 
depreciation 

3,226.18 

- 

3,226.18 

77.51 

- 

- 

- 

- 

- 

- 

- 

8,121.71 

- 

8,121.71 

4,281.36 

- 

4,281.36 

- 

589.91 

- 

3,047.66 

- 

3,047.66 

38.01 

- 

- 

- 

- 

- 

- 

- 

7,801.60 

- 

7,801.60 

3,659.88 

- 

3,659.88 

- 

442.44 

- 

10,410.83 

- 

10,410.83 

(1,461.16) 

- 

- 

- 

- 

- 

- 

- 

35,667.08 

- 

35,667.08 

16,361.24 

- 

16,361.24 

72.71 

1,764.89 

- 

14,557.66 

- 

14,557.66 

157.35 

- 

- 

- 

- 

- 

- 

- 

37,601.61 

- 

37,601.61 

17,974.26 

- 

17,974.26 

982.93 

1,645.50 

- 

202.31 

- 

202.31 

(240.78) 

- 

- 

- 

- 

- 

- 

- 

2,182.00 

- 

2,182.00 

269.71 

- 

269.71 

- 

111.54 

- 

301.77 

- 

301.77 

(183.13) 

- 

- 

- 

- 

- 

- 

- 

2,171.00 

- 

2,171.00 

227.76 

- 

227.76 

- 

111.51 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

1,134.40 

- 

1,134.40 

31.72 

- 

- 

- 

- 

- 

- 

- 

942.76 

- 

942.76 

230.30 

- 

230.30 

- 

202.68 

- 

13,839.32 

- 

13,839.32 

(1,624.43) 

8.44 

(1,632.87) 

55.96 

(46.14) 

(1,530.77) 

- 

(1,530.77) 

45970.79 

871.20 

46,841.99 

20,912.31 

16.64 

20,928.95 

- 

2,466.34 

8.44 

19,041.49 

- 

19,041.49 

43.95 

8.44 

35.51 

36.35 

53.78 

18.08 

- 

18.08 

48,516.97 

300.54 

48,817.51 

22,092.20 

146.91 

22,239.11 

- 

2,402.13 

8.44 
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SCHEDULE 22 

 

1. Significant Accounting Policies : 

The Company adopts generally accepted Accounting policies excepting those which have been specifically 

stated herein.  The Financial statements have been drawn up according to the accounting standards prescribed 

under Section 211(3C) of The Companies Act, 1956. 

2. Income : 

i. Sales are net of returns and inclusive of excise duty. Sales are accounted for on despatch basis. 

ii.  Other Income is accounted on accrual basis. 

3. Expenses : 

All expenditures are accounted on accrual basis after reducing any specific income attributable to such 

expenditure. 

4. Fixed Assets : 

Fixed Assets are stated at the historical cost which is inclusive of freight, installation cost and duties and other 

incidental expenses up to the date of commencement of commercial production. 

Depreciation is provided on straight line basis at the rate as prescribed under Schedule XIV of The Companies 

Act, 1956 as amended by Notification issued by the Department of Company Affairs in this regard dated 

16.12.1993. 

Amounts spent on Site preparation at Quarry for mining of Clay have been capitalized under the head Building 

ï Others and Depreciation provided accordingly. 

5. Inventories : 

Finished goods are valued at lower of cost or market value.  Cost is inclusive of all overheads (including 

interest) incurred by the Company in bringing the goods to the finished stage.  Raw materials, components and 

spare parts are valued at average cost. Average cost is calculated at weighted cost per unit after taking into 

account receipts at actual cost.  Consumption and / or other stock diminution is accounted for at the aforesaid 

weighted cost. 

Excise Duty on Finished Goods lying at factory amounting to `  184.36 lakhs has not been included in the 

closing stock, which is not in accordance with Accounting Standard ï 2.  However the same has no impact on 

the profit of the business.  This has been consistently followed. 

6. Investments : 

Investments are valued at cost and income thereon is accounted for when received 

7. Gratuity :  

Gratuity has been paid through an approved gratuity fund managed by the LIC of India. Premium paid thereon is 

accounted as expenditure. 

8. Bonus : 

Minimum Bonus payable as per the Payment of Bonus Act has been provided in the accounts. 

9. Leave Encashment : 

Leave encashment has been determined based on the available leave entitlement at the end of each calendar 

year. The incremental amount so calculated each year is debited to Salaries and Wages - leave encashment. 

10. Deferred Income Tax : 

Deferred income tax is provided using the liability method on all timing differences at the balance sheet date 

between tax bases of assets and liabilities and their carrying amounts for financial reporting purposes at the tax 

rates and tax laws substantively enacted at the balance sheet date. 
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(`   In lakhs) 

CASH FLOW STATEMENT ANNEXED TO BALANCE SHE ET FOR THE PERIOD FROM APRIL 

2009 TO MARCH 2010 

 2009-2010 2008-2009 

A. CASH FLOW FROM OPERATING ACTIVITIES :  

Net profit before tax & extra - ordinary items 

Adjustments for : 

Depreciation 

Interest paid 

Preliminary Expenses written off 

Loss on Sale of Fixed Assets 

Profit on Sale of Assets 

Interest Income on Investments 

Dividend received 

 

(1,576.90) 

 

2,466.24 

2,446.30 

8.44 

23.02 

(0.12) 

(32.18) 

(7.45) 

 

71.85 

 

2,402.13 

2,547.60 

8.44 

2.01 

(0.33) 

(22.68) 

- 

Operating profit before working capital changes 

Adjustments for : 

Decrease / (Increase) in Inventories 

Decrease / (Increase) in Sundry Debtors 

Increase / (decrease) in Sundry Creditors 

Decrease/(Increase) in loans & advances 

3,327.35 

 

(1,626.49) 

2,219.76 

281.61 

240.35 

5,009.02 

 

(418.40) 

1,610.45 

(439.54) 

508.80 

Cash generated from operations 

Taxes paid 

4,442.58 

- 

6,270.33 

(392.69) 

Cash flow before extra ï ordinary item 4,442.58 5,877.64 

Net Cash from Operating Activities  4,442.58 5,877.64 

B. CASH FLOW FROM INVESTING ACTIVITIES  

Purchase of fixed assets 

Sale of fixed assets 

Interest received 

Dividend received 

Purchase of Investments 

Sale of Investments 

 

 

(373.84) 

10.26 

32.18 

7.45 

- 

0.15 

 

(1,470.09) 

8.00 

22.68 

- 

- 

- 

Net cash flow from investing activities (323.80) (1,439.41) 

C.  CASH FLOW FROM FINANCING ACT IVITIES :  

Secured loans repaid 

Unsecured loans paid 

Dividend paid 

Interest paid 

Net cash used in financial activities 

Net increase in Cash and Cash equivalents 

Cash and Cash equivalents as on 01.04.2009 

Cash and Cash equivalents as on 31.03.2010 

 

(1,162.89) 

(370.90) 

(92.56) 

(2,446.30) 

(4072.65) 

46.13 

423.99 

470.12 

 

(1,098.99) 

(626.75) 

(240.22) 

(2,547.60) 

(4,513.56)                      

(75.33)                      

499.32                     

423.99 
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NOTES TO THE CASH FLOW STATEMENT  

CASH AND CASH EQUIVALE NT:  

Cash and cash equivalent consists of cash on hand and balances with Banks and investments in money market 

instruments. Cash and Cash Equivalents included in the cash flow statements comprise the following Balance 

Sheet amounts. 

(`  In lakhs) 

PARTICULARS  2009-2010 2008-2009 

Cash on hand and balances with Banks 470.12 423.99 

Short term investments -  

Cash and Cash Equivalents Effect of changes in Exchange rates   

Cash and Cash Equivalents as restated 470.12 423.44 

 

CERTIFICATE  

 

We have examined the above Cash Flow Statement of Murudeshwar Ceramics Ltd., for the year ended 

31.03.2010 and certify that the said statement has been prepared by the Company in accordance with 

Accounting Standard-3 issued by the Institute of Chartered Accountants of India and as per requirements of 

Listing Agreements with Stock Exchanges and is based on and is in agreement with the Profit & Loss Account 

and Balance Sheet of the Company for the year ended 31.03.2010. 
 

For M. A. NARASIMHAN & CO  
 
Chartered Accountants 
Place : Bangalore   

M. A. PARTHANARAYAN  
Date  : 05-05-2010 

                                                                                                                              Partner 
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B. SPECIAL PURPOSE AUDITORSô REPORT FOR THE THREE MONTHS PERIOD ENDED 

JUNE 30, 2010 

 

We have audited the attached Balance Sheet of MURUDESHWAR CERAMICS LIMITED,  as at June 30, 

2010, and also the Profit and Loss Account and the Cash Flow Statement for the 3 Month Period ended on that 

date annexed thereto.  These financial statements are the responsibility of the companyôs management.  Our 

responsibility is to express an opinion on these financial statements based on our audit. 

 

This Audit Report is issued at the specific request of the Board of Directors of the Company for preparing 

financial statements for the proposed Rights Issue of Equity Shares being made by the company. This report 

cannot be utilised for any other purpose.  

 

 

We conducted our audit in accordance with the Auditing Standards generally accepted in India. Those Standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements 

are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the 

amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles 

used and significant estimates made by management, as well as evaluating the overall financial statement 

presentation.  We believe that our audit provides a reasonable basis for our opinion. 

 

As required by the Companies (Auditorôs Report) Order, 2003 issued by the Central Government of India in 

terms of sub-section (4A) of section 227 of the Companies Act, 1956, we enclose in the Annexure a statement 

on the matters specified in paragraphs 4 and 5 of the said order to the extent applicable to the Company. 

 

This Audit Report is issued at the specific request of the Board of Directors of the Company for preparing 

financial statements for the proposed Rights issue being proposed by the company. This report cannot be utilised 

for any other purpose . 

 

 

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

 

(i) We have obtained all the information and explanations, which to the best of our knowledge and belief were 

necessary for the purpose of our audit. 

 

(ii)  In our opinion, proper books of account as required by law have been kept by the company so far as 

appears from our examination of those books  

 

(iii)  The Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this report are in 

agreement with the books of account  

 

(iv) In our opinion, the Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this 

report comply with the accounting standards referred to in sub-section (3C) of Section 211 of the 

Companies Act, 1956. 

 

Note No 4(c) regarding non-Provision of Excise Duty on finished goods lying in the factory amounting to `  

148.52 Lakhs, which is not in accordance with Accounting Standard -2 issued by the Institute of 

Chartered Accountants of India.  The same has no impact on the Profits for the year under review. 

 

(v) On the basis of written representations received from the directors, as on 30th  June 2010 and taken on 

record by the Board of Directors, we report that none of the director is disqualified as on 30th  June 2010 

from being appointed as a director in terms of clause (g) of sub-section (1) of Section 274 of the 

Companies Act, 1956. 

 

(vi) In our opinion and to the best of our information and according to the explanations given to us, the said 

accounts give the information required by the Companies Act, 1956, in the manner so required and give a 

true and fair view in conformity with the accounting principles generally accepted in India. 
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(a) in the case of the Balance Sheet, of the state of affairs of the company as at June 30, 2010. 

 

(b) in the case of the profit  and loss account, of the loss for the 3 Month period ended on that date; and 

 

(c) in the case of the cash flow statement, of the cash flows for the year ended on that date. 

 

For M.A.NARASIMHAN & C O., 

Chartered Accountants 

ICAI FIRM REG NO: 002347S                                                                                                                                  
 Place: Bangalore 

Date:  08.10.2010                                                        (M.A. PARTHANARAYAN)  

Partner 

Membership No: 028994   
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ANNEXURE TO THE AUDITORS REPORT  

 

 

Referred in Paragraph (1) of our report of even date 

 

1. In our opinion, the company is in the process of updating records to show full particulars including 

quantitative details and situation of its Fixed Assets. 

 

2. A part of the fixed assets have been physically verified by the Management during the year, however 

there exists a program of verification of the assets over a period.  In our opinion, the frequency of 

verification of the fixed assets by the management is at reasonable intervals having regard to the size of 

the Company and nature of the assets and no material discrepancies were noticed between the book 

records and the physical inventory in respect of the assets physically verified. 

 

3. The Company has not disposed off substantial part of the fixed assets during the Current Year. 

 

4. The inventories except for clay, owing to its nature, have been physically verified during the year by 

the management.  In our opinion, the frequency of the verification is reasonable. 

 

5. In our opinion and according to the information and explanations given to us, the procedures of 

physical verification of stocks followed by the Management were found reasonable and adequate in 

relation to the size of the Company and the nature of its business. 

 

6. The Company is maintaining proper records of inventory.  The discrepancies noticed on verification 

between the physical stocks and book records were not material in relation to the operations of the 

Company and the same have been properly dealt with in the books of accounts. 

 

7. The company has not taken loans, from Companies, firms or other parties    covered in the register 

maintained under section 301 of The Companies Act, 1956, during the year under review. 

 

8. In our opinion and according to the information and explanations given to us, there are adequate 

internal control procedures commensurate with the size of the Company and nature of its business with 

regard to the purchase of inventory and fixed assets and with regard to the sale of goods.  During the 

course of our audit, we have not observed any continuing failure to correct the major weakness in 

internal controls. 

 

9. According to the information and explanations given to us, we are of the opinion that the transactions 

that need to be entered into the register maintained Under Section 301 of the Companies Act, 1956 

have been so entered. 

 

10. In our opinion and according to the information and explanations given to us, transactions exceeding 

the value of rupees five lakhs with parties listed in the register maintained under section 301 of the 

Companies Act, 1956 have been made at reasonable prices having regard to the prevailing market 

prices at the relevant time. 

 

11. In our opinion and according to the information and explanations given to us, the Company has 

complied with the provisions of Section 58A and 58AA of the Companies Act, 1956 and the 

Companies (Acceptance of Deposits) Rules, 1975, with regard to the deposits accepted from the public. 

No order has been passed by the Company Law Board in this regard. 

 

12. An independent firm of Chartered Accountants has conducted internal Audit during the year and it is 

commensurate with the size of the Company and the nature of its business. 

 

13. The Central Government has not prescribed the maintenance of cost records under section 209(1)(d) of 

the Companies Act, 1956 for the Company. 
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14. The Company has generally been regular in depositing undisputed dues including Provident Fund, 

Investor Education and Protection fund, Employees State Insurance, Income Tax, Sales Tax, Wealth 

Tax, Custom Duty, Excise Duty, Cess and other applicable statutory dues with appropriate authorities.  

According to the information and explanations given to us, there are no dues outstanding as at the year 

end for a period of more than six months from the date they became payable in respect of Income Tax, 

Wealth Tax, Sales Tax, Customs duty, Excise Duty and Cess. 

 

15. According to the records of the Company, there are no dues outstanding of Sales Tax, Income Tax, 

Customs Duty, Wealth Tax, Excise Duty or Cess on account of any dispute  

 

16. In our opinion, the accumulated losses of the Company are not more than fifty percent of its net worth. 

The Company has not incurred any cash losses during the financial year covered by our audit and the 

immediately preceding financial year. 

 

17. As per books and records maintained by the Company and according to the information and 

explanations given to us, the Company has not defaulted in the repayment of dues to a financial 

institution, bank or debenture holders. 

 

18. The Company has not granted any loans and advances on the basis of security by way of pledge of 

shares, debentures and other securities. 

 

19. The Company has maintained proper records of the transactions and contracts of dealing in investments 

during the year and timely entries have been made therein.  All the investments were held in the name 

of the Company. 

 

20. The Company has given guarantees for loans taken from financial institutions and banks by others. The 

terms and conditions of which are not prejudicial to the interest of the company   

 

21. In our opinion, the term loans were applied for the purpose for which they were raised. 

 

22. According to the information and explanations given to us and on an overall examination of the 

Balance Sheet of the Company, we report that funds raised on short-term basis including other short 

term loans from Companies have not been used for long term purposes and vice ï versa. 

 

23. Based upon the audit procedures performed by us for expressing our opinion on these financial 

statements and information and explanations given by the management, we report that no fraud on or 

by the Company has been noticed or reported during the course of our audit. 

 

24. All the other provisions of the Companies (Auditorsô Report) Order 2003 have been found not 
applicable to the Company.  

 

 

 

For M.A.NARASIMHAN & CO.,   

 Chartered Accountants, 

ICAI FIRM REG NO: 002347S  

 

 

 

 

(M.A.PARTHANARAYAN)  

Place :   Bangalore                                                                                                         Partner 

Date :    08.10.2010                                                                           Membership No:028994 
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BALANCE SHEET AS AT JUNE 30, 2010         

(` in Lakhs) 

PARTICULARS  Schedule No.  

As at 

30.06.2010 

As at 

30.06.2009 

     Audited Unaudited 

SOURCES OF FUNDS     

SHAREHOL DERS FUNDS        

(a) Share Capital 1       

     I)  Equity Shares  1,750.97    1,750.97  

(b) Reserves & Surplus 2 23,544.05    24,434.65  

(c) Deferred Tax 3  827.38     856.88  

      26,122.40  27,042.50  

LOAN FUNDS        

    Secured Loans 4 16,846.66    17,655.73  

    Unsecured Loans 5  328.72     808.10  

      17,175.38  18,463.83  

       TOTAL      43,297.78  45,506.33  

APPLICATION OF FUNDS :        

FIXED ASSETS 6      

Gross Block  52,065.28    50,859.60  

Less : Depreciation  22,092.19    19,584.42  

   29,973.09    31,275.18  

Add : Capital Work In Progress        

          Including Advances   294.97     946.94  

     30,268.06  32,222.12  

INVESTMENTS :  7   300.39   300.54  

CURRENT ASSETS,LOANS AND       

ADVANCES        

(a) Inventories 8 13,070.11    10,486.66  

(b) Sundry Debtors 9 2,038.43    4,174.93  

(c) Cash and Bank Balances 10  662.56     358.93  

(d) Loans and Advances 11 1,113.31   1,449.34  

(e) Interest Accrued on         

    Deposits   22.43     25.79  

   16,906.84    16,495.65  

CURRENT LIABILITIES AND         

PROVISIONS        

(a) Current Liabilities 12 4,157.99    3,359.99  

(b) Provisions 13  27.00     158.32  

   4,184.99    3,518.31  

NET CURRENT ASSETS     12,721.85  12,977.34  

Miscellaneous Expenditure        

To The Extent Not Written off        

or Adjusted 14   7.48   6.33  

       TOTAL       43,297.78  45,506.33  
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PROFIT & LOSS ACCOUNT FOR THE PERIOD ENDED JUNE 30, 2010  

           (` in Lakhs) 

PARTICULARS  

  
Schedule No. 

FOR THE PERIOD 

ENDED 30.06.2010      

FOR THE PERIOD 

ENDED 30.06.2009 

Audited Unaudited 

INCOME :        

Operational Income  3,890.42 3,387.44 

Other Income 15 12.22 7.17 

Increase/(Decrease) In Stock 16 509.49 (120.96) 

  4,412.13 3,273.65 

EXPENDITURE :     

Raw Materials Consumed  711.67 778.93 

Purchases of Trading Goods  174.12 - 

Excise Duty Paid  287.61 128.10 

Power and Fuel  788.88 637.40 

Production Consumables  105.58 149.23 

Salaries,Wages & Amenities 17 303.10 281.82 

Repairs & Maintenance 18 146.42 147.90 

Administration, Selling and    

-Other Expenses 19 604.26 483.71 

Interest 20 529.79 596.80 

Depreciation  628.16 604.38 

   4,279.59 3,808.27 

     

PROFIT/(LOSS) BEFORE TAX :   132.54 (534.62) 

Less: Provision For Taxation  27.00 - 

Less: Provision for Deferred Tax   - 

Less: Provision for Fringe Benefit Tax  - - 

Less: Income Tax Paid for earlier year  - - 

Add : Deferred Tax Assets  - - 

Add : Excess Provision for Income Tax 

Written Back  
- - 

PROFIT AFTER TAX :   105.54 (534.62) 

     

Balance of Profit Brought Forward  (1,083.25) 447.51 

PROFIT AVAILABLE FOR 

APPROPRIATION   
(977.71) (87.11) 

APPROPRIATION :     

  i)  Dividend on Equity Shares  - - 

  ii) Corporate Dividend Tax  - - 

Transfer to Capital Redemption Reserve  - - 

Transfer to General Reserve  - - 

Surplus/(Loss) Carried to Balance Sheet  (977.71) (87.11) 
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SCHEDULES TO BALANCE SHEET AS AT JUNE 30, 2010 

 

SCHEDULE 1:           (`  in lakhs) 

PARTICULARS 

As at 

30.06.2010 

Audited 

As at 

30.06.2009 

Unaudited 

SHARE CAPITAL      

Authorised :     

5,56,20,000 (2,40,00,000) Equity Shares of `  10/- each 5,562.00 2,400.00 

16,00,000 (16,00,000) - 10% Redeemable Cumulative Preference Shares 

of `  100 each 1,600.00 1,600.00 

25,50,000 (25,50,000) - 10% Cumulative Convertible  Preference Shares 

of `  124 each 

 

3,162.00 

  7,162.00 7,162.00 

Issued, Subscribed and Called up: 

  
1,75,26,818 (1,75,26,818) Equity Shares of `  10/- each 1,752.68 1,752.68 

  

  
Paid up Capital: 

  
Equity Share Capital : 

  
1,75,26,818 (1,75,26,818) Equity Shares of ` 10/- each 1,752.68 1,752.68 

Less :   24857 (24857) Equity Shares of `  10/-each forfeited 2.49 2.49 

Add: Amount received on 24,857 (24,857) Equity Shares forfeited 0.78 0.78 

Total Paid up Share Capital 1,750.97 1,750.97 

 

 

SCHEDULE 2:           (`  in lakhs) 

PARTICULARS  As at 30.06.2010 As at 

30.06.2009 

Unaudited Audited 

RESERVE       

General Reserve :       

Opening Balance 13,879.10   13,879.10 

Add:  1) Transferred during the year  -     -  

         2) Deferred Tax Adjustment  -     -  

         3) Less:Debit Balance in Profit & Loss Account  -     -  

    13,879.10 13,879.10 

Share Premium       

Opening Balance 9,027.64   9,027.64 

    9,027.64 9,027.64 

Capital Redemption Reserve   1,600.00 1,600.00 

Capital Reserve - Central Subsidy 15   15 

Debentures Forfeited 0.02   0.02 

    15.02 15.02 

Profit & Loss Account   -977.71 -87.11 

    23,544.05 24,434.65 
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SCHEDULE 3:           (`  in lakhs) 

PARTICULARS  As at 30.06.2010 

Audited 

As at 

30.06.2009 

Unaudited 

DEFERRED TAX        

Opening Balance 827.38   856.88 

Add: Provision during the year  -     -  

    827.38 856.88 

Less: Deferred Tax  Assets   -   -  

    827.38 856.88 

 

SCHEDULE 4:           (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

SECURED LOANS : 

  A. Rupee Loan : 

   State Bank of India , Hubli 2,851.10 2,979.98 

 Lakshmi Vilas Bank Ltd., Hubli 202.87 237.48 

 Canara Bank, Trinity Circle, B'lore 3,876.42 4,075.30 

 Bank of Baroda, Hubli 1,416.14 1,415.93 

 Development Credit Bank -  205.96 

 Indian Bank, Hubli 525.15 520.93 

 Axis Bank -  198.28 

B.Cash Credit : 

   Cash Credit from Canara Bank 2,024.14 1,980.53 

 Cash Credit from Bank of Baroda 1,049.20 941.56 

 Cash Credit from State Bank of India 1,478.13 1,493.24 

 Cash Credit from Lakshmi Vilas Bank ltd 244.85 286.47 

 Cash Credit from Oriental Bank of Commerce 594.46  -  

 Cash Credit from HDFC Bank -  603.42 

 Cash Credit from Axis Bank 2,446.00 2,379.78 

 Cash Credit from Citi Bank -  49.63 

C.Other Secured Loans : 

   ICICI Bank. Ltd 8.66 20.6 

 Axis Bank 4.61  -  

 Centurian Bank of Punjab (HDFC Bank)) 0.03 5.21 

 Sundaram Finance Ltd 29.75 64.22 

 HDFC Bank Ltd 45.72 116.28 

 Sheba Properties Ltd 0.15 73.08 

 Tata Finance Ltd 49.28 7.85 

 
16,846.66 17,655.73 
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SCHEDULE 5:           (`  in lakhs) 

PARTICULARS  

As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

UNSECURED LOANS: 32.15 167.33 

Public Deposits 101  -  

L I C of India -  270.87 

IDBI Bank Ltd 81.78 313.88 

Bills for Capital Goods Discounted   56.02 

Dhanalakshmi Bank 113.79  -  

I C I C I Bank 328.72 808.1 
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SCHEDULE 6: 
 

         

         
  (`  in lakhs) 

    GROSS BLOCK   

  

DEPRECIATION BLOCK NET BLOCK   

FIXED ASSETS As on Additions Deletions As on Upto For the year Deletions Upto As at As at 

  01.04.2010 As on 30.06.10 

As on 

30.06.10 30.06.2010 31.03.2010 

As on 

30.06.10 As on 30.06.10 30.06.2010 30.06.2010 31.03.2010 

LAND 231.01  -   -  231.01  -   -   -   -   231.01  231.01  

QUARRY LAND 7.51  -   -   7.51  -   -   -   -   7.51   7.51  

BUILDING 8,446.70  -   -   8,446.70   1,654.06  52.37   -   1,706.43  6,740.28   6,792.65  

PLANT AND MACHINERY 42,139.93  -   -   42,139.93   19,090.04   548.23   -  19,638.27   22,501.66   23,049.89  

FURNITURE & FIXTURES 663.69   0.22   -  663.92   307.45  9.38   -  316.83   347.08  356.24  

MOTOR VEHICLES 377.76  -  3.89  373.87   214.89  15.10  1.60  228.39   145.48  162.87  

COMPUTERS 202.64  0.24  0.54  202.34   165.31  3.08  0.27  168.12   34.22   37.33  

                      

TOTAL 52,069.24   0.47  4.43   52,065.28   21,431.75   628.16  1.87  22,058.04   30,007.24   30,637.49  

                      

Note:1.No Depreciation has been provided on quarry land of Granite Division as the same is not ascertainable and will be provided at the end of the lease period.   

        2.Land has been alloted by KIADB on lease cum sale basis.                
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SCHEDULE 7:           (`  in lakhs) 

PARTICULARS  
As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

INVESTMENTS :      

(Non Trade, Unquoted - at Cost)     

National Savings Certificate 0.51 0.66 

      

Equity Shares:     

Murudeshwar Decor Limited :     

20,000 Equity Shares of `  10/- each 2 2 

      

Murdeshwar Power Corporation ltd :     

 1489400 Fully paid Unquoted Equity Shares     

 of `  10/- each  297.88 297.88 

  300.39 300.54 

 

SCHEDULE 8:           (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

INVENTORIES  (as per Inventory taken and value certified by the 

Management)     

Raw Materials (at cost) 3,385.02 2,993.17 

Work-in-Progress (at cost) 3,323.88 2,030.40 

Finished Goods (at lower     

-of cost or net realisable value)  4,404.56  3,876.36 

Stores (at cost) 1,078.45 657.97 

Spares & Tools 878.2 928.76 

  13,070.11 10,486.66 

 

SCHEDULE 9:           (`  in lakhs) 

PARTICULARS  
As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

SUNDRY DEBTORS :     

(Unsecured considered good)     

Debts outstanding for a period 568.26 579.21 

exceeding six months 1,470.17 3,595.72 

Other Debts 2,038.43 4,174.93 
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SCHEDULE 10:          (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

CASH AND BANK BALANCES      

Cash on hand 73.19 71.54 

Balance with Scheduled Banks :     

 Current Accounts 369.07 60.14 

 Fixed Deposits 

(`  214.78 lacks (̀ 152.07 lacks) held by  Banks as margin money 

against Letters  of Credit and Guarantees) 220.3 227.25 

  662.56 358.93 

 

SCHEDULE 11:          (`  in lakhs) 

PARTICULARS  
As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

LOANS AND ADVANCES :  

(Unsecured considered good)     

Advances 

(recoverable in cash or in kind or for value to be received) 669.91 699.74 

Deposits 418.21 721.18 

Adance Payment of Tax -   -  

Tax Deducted at source 25.19 28.42 

  1,113.31 1,449.34 

 

SCHEDULE 12:          (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

CURRENT LIABILITIES :      

Sundry Creditors for Expenses,     

-Trade and Others 3,606.55 2,475.89 

Advances received against Sales 303.91 419.03 

Security Deposits from Dealers 97.1 94.8 

Interest charges accrued but not due 150.43 370.27 

  4,157.99 3,359.99 

 

SCHEDULE 13:          (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

PROVISIONS :     

Taxation 27 35.46 

Proposed Dividend including tax thereon  -  122.86 

  27 158.32 
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SCHEDULE 14:          (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

MISCELLANEOUS EXPENDITURE      

Preliminary and Public Issue Expenses :     

Opening Balance -  8.44 

Add: During the year 7.48  -  

Less: Written off during the year -  -2.11 

  7.48 6.33 

 

SCHEDULE 15:          (`  in lakhs) 

PARTICULARS  
As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

OTHER INCOME      

Dividend Received -   -  

Interest 5.66  -  

Profit on sale of Asset -   -  

Miscellaneous Income 6.56 7.17 

  12.22 7.17 

 

SCHEDULE 16:          (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

INCREASE (DECREASE) IN STOCK     

OPENING STOCK :      

Finished Goods 4,694.89 3,991.86 

Work in process 2,524.06 2,035.85 

  7,218.95 6,027.71 

CLOSING STOCK      

Finished Goods 4,404.56 3,876.36 

Work in process 3,323.88 2,030.40 

  7,728.44 5,906.76 

Increase/(Decrease) 509.49 -120.95 

 

SCHEDULE 17:          (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

SALARIES, WAGES & AMENITIES      

Salaries And Wages 211.51 209.27 

Staff and Labour Welfare 69.18 53.52 

Company's Contribution to Funds 13.41 19.03 

Bonus 4  -  

Gratuity Fund Contribution 5 -  

  303.1 281.82 
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SCHEDULE 18:          (`  in lakhs) 

PARTICULARS  
As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

REPAIRS & MAINTENANCE      

Plant and Machinery 89.12 90.85 

Buildings 7.06 5.04 

Others 50.24 52 

  146.42 147.89 

 

SCHEDULE 19:          (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 

30.06.2009 

Unaudited 

ADMINISTRATION, SELLING & OTHER EXPENSES      

Rent 41.37 41.4 

Rates, Taxes and Licences 19.76 15.66 

Insurance 16.28 25.42 

Communication 12.8 14.4 

Travelling Expenses 71.63 60.16 

Audit Fees 0.38 0.2 

Printing and Stationery 20.23 16.18 

Consultancy and Professional Fees 2.72 2.74 

Directors Sitting Fees 0.45 0.4 

Advertisement and Publicity 4.65 0.76 

Selling Expenses-Freight 378.5 283.16 

Bank and Finance Charges 30.06 14.97 

Export Expenses 0.04  -  

Miscellaneous Expenses 5.33 6.12 

Preliminary & Public Issue Expenses     

-Written off -  2.11 

Donation 0.06 0.05 

Loss on Sale of Assets -   -  

  604.26 483.73 

 

SCHEDULE 20:          (`  in lakhs) 

PARTICULARS  As at 

30.06.2010 

Audited 

As at 30.06.2009 

Unaudited 

INTEREST     

On Fixed Loans 275.54 336.85 

On Others  254.25 259.95 

  529.79 596.8 
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SCHEDULE 21: 

 

NOTES ON ACCOUNTS ANNEXED TO AND FORMING PART OF BALANCE SHEET AS ON 30.06.2010 

AND THE PROFIT & LOSS ACCOUNT FOR THE QUARTER ENDED 30.06.2010. 

 

 

1. Figures in parenthesis relate to the previous year. 

 

2. Contingent Liabilities not provided for in respect of : 

 

 a) Estimated amount of contracts remaining to be executed on capital account and not provided for `  

110.66 lakhs(` 2.28 lakhs) 

 

 b) Guarantees given by Banks on behalf of the Company `  82.22 lakhs (` 126.66 lakhs) 

 

 c) Letters of Credit established with Banks ` 1,003.40 lakhs (` 1,181.27 lakhs) 

 

3. Details of Raw Materials Consumed : 

Particulars 
Unit of 

Measurement 

30.06.2010 (Audited) 30.06.2009 (Unaudited) 

Quantity  
Value  

(`  in lakhs) 
Quantity 

Value 

(`  in lakhs) 

Clays Tonnes 36738.62 424.34 21762.00 467.58 

Glaze Material & Pigment Tonnes 1528.49 223.28 1727.70 199.57 

Packing Cartons / Box Nos. 957575 62.87 1291155 67.83 

Natural Granite Blocks  Cub. Mtrs. - - 338.29 63.45 

Others 

Tiles purchase 

- 

- - 
1.17 

174.12 
- 

6.68 

0.75 

   885.78  805.86 

 

4. Additional information pursuant to Part II of Schedule VI to The Companies Act, 1956. 

a) Particulars of capacity and production in Metric Tonnes. 

 

Class of Goods 

Annual Registered 

Capacity 

Annual Installed Capacity 

*  
Actual Production 

30.06.2010 

(Audited) 

30.06.2009 

(Unaudited) 
30.06.2010 

(Audited) 

30.06.2009 

(Unaudited) 
30.06.2010 

(Audited) 

30.06.2009 

(Unaudited) 

Ceramic Glazed &  

Unglazed Vitrified 

Tiles 

(Tonnes) 

 

Tiles purchase 

2,76,300 2,76,300 2,22,300 2,22,300 

 

 

 

24,561 

 

2,677 

27,238 

 

 

24,986 

 

 

 

Polished Granite 

Slabs (Sq.Mtrs.) 

 

72,000 72,000 72,000 72,000 - 4,880 

*As certified by the Management and relied upon by the auditors being a technical matter.  
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SCHEDULE 21: (Contd.) 

 

b) Particulars in respect of Opening Stock, Sales and Closing Stock for class of goods dealt with by the 

Company. 

Class of Goods 

Opening Stock Sales Closing Stock 

Qty. 
Value 

(`  in lakhs) 
Qty. 

Value  

(`  in lakhs) 
Qty. 

Value  

(`  in lakhs) 

Ceramic Glazed & Un-Glazed 

Vitrified Tiles (Tonnes) 
26,838  

(25,640) 
3,641.86  

(3,900.33) 
23,227 

 
3,576.27 

 
28,172 

(26,838) 
4,081.81 

(3,641.86) 

Polished Granite Slabs 

(Sq.Mtrs.) 
3,632 

(4,482) 
74.16 

 (0.92) 
 164 

 
0.95 

 
10,382 
(3,632) 

212.00 

(74.16) 

Trading ï Tiles 

(Sq.Mtrs.) 

Tonnes 

- 

- 

- 

- 

 

 

89,401 

1,866 
(-) 

 

313.20  

(-) 

 

 

33,806 

811 

(-) 

 

110.75 

(-) 

Earth Work & Maintenance 

Receipts 

(Cub.Mtrs.) 

   
-  

(-) 
  

(* Exclusive of Excise Duty element of `  148.52 lakhs on Finished Goods lying at factory.) 

 

c) The Company has consistently valued Finished Goods lying at factory exclusive of excise duty 

amounting to ̀  148.52 lakhs. This is not in conformity with Mandatory Accounting Standard AS-2 

issued by Institute of Chartered Accountants of India. However, the non-provision of excise duty has 

no impact on the profit for the year under review. Closing stock at branches and stock in transit of ` 
2,255.92 lakhs are inclusive of Excise Duty. 

(`  in lakhs) 

        30.06.2010   30.06.2009 

         (Audited)  (Unaudited) 

 

d) CIF Value of Imports  

Capital Goods  28.45  20.41 

Raw Materials 416.41  28.64 

Spares and Consumables  106.34    103.06 

 

e) Expenditure in Foreign Currency : 

Travel    3.19    5.60 

 

f) Earnings in Foreign Exchange : 

FOB Value of Exports     -- 

 

g) Value of Imported and Indigenous Raw Materials consumed and the percentage of each to total 

consumption. 

(`  in lakhs) 

Particulars 30.06.2010 

 (Audited) 

30.06.2010 

(Unaudited) 

(`  in lakhs) % (`  in lakhs) % 

Imported 126.44 17.77 300.90 37 

Indigenous 585.22 82.23 504.21 63 

 711.66 100.00 805.11 100 

(Includes Raw Material of Granite Division (Indigenous only) 
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5. A. Managerial remuneration paid to Managing Director and Joint Managing Director includes the 

following : 

(`  in lakhs) 

Particulars 30.06.2010 (Audited)  
30.06.2009 

(Unaudited)  

Salary 9.00  9.00 

Perquisites 0.48 0.48 

Contribution to PF & SAF 1.40 1.40 

  

B. Consultancy and Professional fees include payments to Auditors for : 

 

Particulars 
30.06.2010 

(Audited)  

30.06.2009 

(Unaudited)  

a) Tax Audit -  - 

b) Expenses 0.28 0.45 

 0.28 0.45 

 

The Company has provided Depreciation on its Fixed Assets at the Rates prescribed in Schedule XIV of 

The Companies Act, 1956 as amended on 16.12.1993. 

 

6. Provision for tax has been made based on Minimum Alternate Tax (MAT) U/s.115 JB OF Income Tax 

Act, 1961.MAT credit U/s. 115AA shall be carried forward and set off in the year in which the 

Company pays tax at normal rates. 

 

7. a)  Sundry Creditors include ` 88.61 lakhs (` 66.39 lakhs) due to Small Scale and Ancillary 

Undertakings. 

 

b) List of Small Scale Industrial Undertakings to whom the Company owes a sum exceeding `  1 lakh, 

which is outstanding for more than 30 days : 

 

01. Ashapura China Clay Company, Bhuj 

02. Bharat Minerals, Cuddpah 

03. Hari Belts & Conveyors Pvt. Ltd., Bangalore 

04. Hi-Tech Ceramics, Jaipur 

05. M S Traders, Namakkal 

06. N R Industries, Belgaum 

07. SB International, Coimbatore 

08. Shri Abirami Enterprises, Namakkal 

09. Yesha Industries, Hubli 

 

8. Balances of sundry debtors, loans and advances and sundry creditors to the extent unconfirmed as on 

30.06.2010 are subject to reconciliation and settlement wherever necessary. Sundry Debtors includes a 

sum of ̀  174.49 lakhs from Group Companies. 

 

a) M/s. Naveen Hotels Ltd.,    :  ` 88.20 lakhs 

b) M/s. R N S Motors     : ` 26.44 lakhs 

c) M/s. R N Shetty Trust    : ` 53.52 lakhs 

d) M/s. RNS Infrastructure Ltd.,    : `   5.24 lakhs 

e) M/s. Murdeshwar Power Corporation Ltd.,  : `   1.09 lakhs  

 

9. Deferred tax liability has been shownnet of deferred tax asset.The Company has recognized Deferred 

tax asset of ` NIL lakhs  (` NIL lakhs) in respect of timing differences as per Accounting Standard-22 

issued by Institute of Chartered Accountants of India. 

 

The Company has recognised Deferred tax asset on the unabsorbed depreciation losses carried forward 

as per the provisions of the Income Tax Act, 1961. The Management is confident that there will be 

sufficient profits in future to write off the Deferred tax asset. The future business projections made by 
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the Management and its commitment to the same is the basis to support the recognition of Deferred tax 

asset.  

 

Previous yearôs figures have been regrouped / rearranged wherever necessary to conform to current yearôs 

classification. 

 

DISCLOSURE OF RELATED PARTIES AS REQUIRED BY ACCOUNTING STANDARD - 18 

ISSUED BY THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA  

        (`  in lakhs) 

  Transactions O/s.balance  Max. balance O/s.  

Name of the Party During  the year as at  During  the year 

  30.06.2010 30.06.2009 30.06.2010 30.06.2009 30.06.2010 30.06.2009 

MURDESHWAR POWER  

CORPORATION  LTD.  

  

  

  

  

  

  

  

  

  

  

  

  

 - Sale of Tiles  -  -  1.09 -   1.09  -  

 - Purchase of Power 63.25 -  29.94  16.58  480.28  8.63  

NAVEEN HOTELS LTD.            

 - Sale of Tiles 11.44  3.94  88.20  74.44  88.20  74.44  

 - Funds transferred - Receipt 2.86 -  6.92  24.79  9.78  453.74  

 - Hotel Room Rentals 0.61  0.15  22.82 -  22.82 -  

SHRI MURUDESHWAR TILES  

PVT. LT D. 

  

  

  

   

  

   

  

  

 - Purchases / Services - -  6.18  5.81  6.18  5.81  

RNS INFRASTRUCTURE LTD.            

 - Sale of Tiles 3.52  16.14  5.24 1,443.60  5.24 1,443.60  

 - Fund Transfer -  6.50  295.06  179.42  296.36  145.00  

RNS MOTORS           

 - Sale of Tiles 2.25  6.84  26.44  22.90  26.44  22.90  

 - Purchase of Assets & Services 0.02  1.06  15.50  13.52  15.50  13.40  

NAVEEN STRUCTURALS &  

ENGG. CO. PVT. LTD. 

  

  

  

   

  

   

  

  

 - Purchases / Services  - -  8.80  8.80   8.80   8.80  

R N SHETTY TRUST           

 - Sale of Tiles 2.15  0.38  53.52  29.67  53.52  29.67  

RNS TRUST           

 - Purchases / Services  -   -  13.09  13.09  13.09  13.09  
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13.SEGMENT REPORTING AS REQUIRED BY ACCOUNTING STANDARD - 17 ISSUED BY THE INSTITUTE 

OF CHARTERED ACCOUNTANTS OF INDIA  

(`  in lakhs) 

 

SEGMENT 

REPORTING 

CERAMIC  VITRIFIED  GRANITE  
EARTH WORK  

AND OTHERS 

CONSOLIDATED  

TOTAL  

Items 30.06.10 30.06.09 30.06.10 30.06.09 30.06.10 30.06.09 30.06.10 30.06.09 30.06.10 30.06.09 

REVENUE            

External Sales 876.94  800.46 3,012.53 2,510.87 0.95 76.11 - - 3,890.42 3,387.44 

Inter Segment Sales -  - - - - - - - - - 

Total Revenue 876.94  800.46 3,012.53 2,510.87 0.95 76.11 - - 3,890.42 3,387.44 

RESULT 13.90  13.04 136.82 (512.58) (30.39) (40.14) - - 120.33 (539.68) 

Unallocated 

Expenses          - 2.11 

Operating Profit          120.33 (541.79) 

Other Income          12.21 7.17 

Income Tax          27.00 - 

Profit from ordinary 

activities          105.54 (534.62) 

Extra-ordinary Loss          - - 

Net Profit           105.54 (534.62) 

Segment Assets  8,920.58  8,511.53 35,622.26 37,140.30 1,957.93 2,166.30 - - 46,500.77 47,818.13 

Unallocated 

Corporate Assets          570.81 570.81 

Total Assets  8,920.58  8,511.53 35,622.26 37,140.30 1,957.93 2,166.30 - - 47,071.58 48,388.94 

Segment Liabilities  3,729.79  4,375.73 17,597.93 17,056.42 5.64 391.67 - - 21,333.36 21,823.82 

Unallocated 

Corporate Liablities          - - 

Total Liabilities  3,729.79  4,375.73 17,597.93 17,056.42 5.64 391.67 - - 21,333.36 21,823.82 

Capital Expenditure     946.95       

Depreciation 147.48  147.48 452.83 443.85 27.86 13.04  - 628.17 604.37 

Non cash expenditure 

other than 

depreciation          - 8.44 
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SCHEDULE 22 : 

 

1. Significant Accounting Policies : 

The Company adopts generally accepted Accounting policies excepting those which have been 

specifically stated herein.  The Financial statements have been drawn up according to the accounting 

standards prescribed under Section 211(3C) of The Companies Act, 1956. 

 

2. Income : 
i) Sales are net of returns and inclusive of excise duty. Sales are accounted for on dispatch basis. 

ii)  Other Income is accounted on accrual basis. 

 

3. Expenses : 

All expenditures are accounted on accrual basis after reducing any specific income attributable to such 

expenditure. 

 

4. Fixed Assets : 

Fixed Assets are stated at the historical cost which is inclusive of freight, installation cost and duties 

and other incidental expenses up to the date of commencement of commercial production. 

Depreciation is provided on straight line basis at the rate as prescribed under Schedule XIV of The 

Companies Act, 1956 as amended by Notification issued by the Department of Company Affairs in this 

regard dated 16.12.1993. 

 

Amounts spent on Site preparation at Quarry for mining of Clay have been capitalized under the head 

Building ï Others and Depreciation provided accordingly. 

 

5. Inventories : 

Finished goods are valued at lower of cost or market value.Cost is inclusive of all overheads (including 

interest) incurred by the Company in bringing the goods to the finished stage.Raw materials, 

components and spare parts are valued at average cost. Average cost is calculated at weighted cost per 

unit after taking into account receipts at actual cost.Consumption and / or other stock diminution is 

accounted for at the aforesaid weighted cost. 

 

  Excise Duty on Finished Goods lying at factory amounting to `  148.52 lakhs has not been included in 

the closing stock, which is not in accordance with Accounting Standard ï 2.However the same has no 

impact on the profit of the business.  This has been consistently followed. 

 

6. Investments : 

Investments are valued at cost and income thereon is accounted for when received. 

 

7. Gratuity :  

Gratuity has been paid through an approved gratuity fund managed by the LIC of India. Premium paid 

thereon is accounted as expenditure. 

 

8. Bonus : 

Minimum Bonus payable as per the Payment of Bonus Act has been provided in the accounts. 

 

9. Leave Encashment : 

Leave encashment has been determined based on the available leave entitlement at the end of each 

calendar year. The incremental amount so calculated each year is debited to Salaries and Wages - leave 

encashment. 

 

10. Deferred Income Tax : 

Deferred income tax is provided using the liability method on all timing differences at the balance sheet 

date between tax bases of assets and liabilities and their carrying amounts for financial reporting 

purposes at the tax rates and tax laws substantively enacted at the balance sheet date. 
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C. CERTAIN OTHER FINANCIAL INFORMATION  

 

Working Results of the Company for the period between April 1, 2010 and September 30, 2010 

Particulars  (`  in lakhs) 

Sales 8,139.66 

Other Income 26.42 

Estimated Gross Profit excluding Depreciation 1,532.39 

Provision for Depreciation 1,256.33 

Provision for Taxation 56.23 

Estimated Net Profit 219.83 

 

Material changes and commitments, if any affecting financial position of the Company 

 

Except as disclosed in the section entitled ñMaterial Developmentsò beginning on page 92 of this  Letter of 

Offer there are no Material changes and commitments, if any affecting financial position of the Company. 

 

Week-end prices for the last four weeks, current market price; and highest and lowest prices of Equity 

Shares during the period with the relative dates 

 

For details in connection with the week-end prices for the last four weeks, current market prices, and highest 

and lowest prices of the Equity Shares, please refer to the section entitled ñMarket Price Informationò 

beginning on page 82 of this Letter of Offer. 

 

Dividend Policy 

 

The declaration and payment of dividend will be recommended by the Board and approved by the shareholders 

of the Company at their discretion and will depend on a number of factors, including the results of operations, 

earnings, capital requirements and surplus, general financial conditions, contractual restrictions, applicable 

Indian legal restrictions and other factors considered relevant by the Board. 

 

Following are the details of the dividends paid by the Company for last five years: 

 

On Equity Shares: 

Financial Year Dividend Per Share (̀ ) Dividend % 

2009-10 Nil  Nil  

2008-09 0.60 6.00% 

2007-08 1.20 12.00% 

2006-07 2.00 20.00% 

2005-06 2.00 20.00% 

On Preference Shares: 

Financial Year Dividend Per Share (̀ ) Dividend % 

2009-10 Nil  Nil  

2008-09 Nil  Nil  

2007-08 Nil  Nil  

2006-07 (*) 4.17 10.00% 

2005-06 (*) 8.22 10.00% 

* Calculated and paid on the outstanding amounts of Preference Shares, for the proportionate period.  
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MARKET PRICE INFORMATION   

 
The Equity Shares of the Company were initially listed on the BgSE and the BSE pursuant to an initial public 

offering made in the year 1988. Subsequently, the Equity Shares of the Company were also listed on the NSE in 

the year 2004. Later, the Company voluntarily got its equity shares delisted in the year 2004. The Company has 

received in-principle approvals for listing of the Rights Equity Shares to be issued pursuant to this Issue from 

the BSE and the NSE by letters dated November 11, 2010 and November 23, 2010 respectively. The Company 

will make applications to the Stock Exchanges for permission to deal in and for an official quotation in respect 

of the Rights Equity Shares being offered in terms of this  Letter of Offer. If the permission to deal in and for an 

official quotation is not granted for the Rights Equity Shares by the Stock Exchanges, the Company shall 

forthwith repay, without interest, all monies received from the Investors pursuant to the  Letter of Offer. If such 

money is not repaid within eight days after Company becomes liable to repay it (i.e. 15 days after Issue Closing 

Date or the date of refusal by the Stock Exchanges, whichever is earlier), the Company and every Director of the 

Company who is an officer in default shall, on and from expiry of eight days, be jointly and severally liable to 

repay the money, with interest as prescribed under Section 73 of the Companies Act. 

The high, low and average market prices of the Equity Shares of the Company during the preceding three years 

were recorded, as stated below: 

BSE 

Year  Date of High High 

(` ) 

Volume on 

date of High 

(No. of 

Shares) 

Date of Low Low (` ) Volume on 

Date of low 

(No. of 

Shares) 

Average (̀ ) 

December 4, 

2007 to 

December 3, 

2008             

January 04, 

2008 
145.00 37,027 

November 

17, 2008 
16.40 29,624 80.70 

December 4, 

2008 to 

December 3, 

2009             

November 

19, 2009 
45.70 3,41,223 

March 16, 

2009 
14.55 9,568 30.13 

December 4, 

2009 to 

December 3, 

2010            

April 21, 

2010 
42.50 1,45,525 

November 

26, 2010 
24.00 10,115 33.25 

 (Source: www.bseindia.com) 

 

NSE 

Year  Date of High High 

(` ) 

Volume on 

date of High 

(No. of 

Shares) 

Date of Low Low (` ) Volume on 

Date of low 

(No. of 

Shares) 

Average (̀ ) 

December 4, 

2007 to 

December 3, 

2008             

December 

31, 2007 
146.00 2,04,441 

November 

21, 2008 
18.00 4,026 82.00 

December 4, 

2008 to 

December 3, 

2009             

November 

19, 2008 
45.85 5,48,993 

March 12, 

2009 
14.50 5,349 30.18 

December 4, 

2009 to 

December 3, 

2010            

January 14, 

2010 
47.00 77,887 

November 

26, 2010 
23.55 13,050 35.28 

 (Source: www.nseindia.com) 

 

http://www.bseindia.com/
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Notes 

 In case of two days with the same closing price, the date with higher volume has been considered. 

 

Monthly high and low prices and trading volumes on the Stock Exchanges for the six months preceding the date 

of filing of the  Letter of Offer is as stated below: 

 

BSE 

Month Date High 

(` ) 

Volume 

(No. of 

Shares) 

Date Low 

(` ) 

Volume 

(No. of 

Shares) 

Average (̀ ) 

June 4, 2010 to 

July 3, 2010            
July 2, 2010 36.00 47,101 June 7, 2010 32.15 1,014 34.08 

July 4, 2010 to 

August 3, 2010            

July 26, 

2010 
37.65 1,52,523 July 5, 2010 32.60 2,473 35.13 

August 4, 2010 to 

September 3, 

2010            

August 13, 

2010 
40.85 2,39,401 

August 4, 

2010 
33.50 3,998 37.18 

September 4, 

2010 to October 

3, 2010            

September 

29, 2010 
41.00 1,37,627 

September 

6, 2010 
35.50 21,268 38.25 

October 4, 2010 

to November 3, 

2010            

October 8, 

2010 
41.50 54,129 

October 27, 

2010 
28.10 8,267 34.80 

November 4, 

2010 to December 

3, 2010            

November 

9, 2010 
30.15 13,343 

November 

26, 2010 
24.00 10,115 27.08 

 (Source: www.bseindia.com) 

 

NSE 

Month Date High 

(` ) 

Volume 

(No. of 

Shares) 

Date Low 

(` ) 

Volume 

(No. of 

Shares) 

Average (̀ ) 

June 4, 2010 to 

July 3, 2010            

June 10, 

2010 
39.55 8,939 

June 7, 

2010 
32.00 2,719 35.78 

July 4, 2010 to 

August 3, 2010            

July 26, 

2010 
38.30 1,51,641 July 6, 2010 32.70 10,067 35.50 

August 4, 2010 to 

September 3, 2010            

August 13, 

2010 
41.00 4,18,198 

August 4, 

2010 
33.75 6,312 37.38 

September 4, 2010 

to October 3, 2010            

September 

29, 2010 
41.00 1,88,625 

September 

7, 2010 
35.30 25,633 38.15 

October 4, 2010 to 

November 3, 2010            

October 8, 

2010 
41.75 81,171 

October 22, 

2010 
28.00 27,551 34.88 

November 4, 2010 

to December 3, 

2010            

November 

10, 2010 
30.15 18,793 

November 

26, 2010 
23.55 13,050 26.85 

 (Source: www.nseindia.com) 

 

Notes 

 In case of two days with the same closing price, the date with higher volume has been considered. 

 

The closing prices of Equity Shares as on May 7, 2010 (the trading day immediately following the day on which 

the resolution of the executive committee of the Board was passed approving the Rights Issue) on the BSE and 

the NSE were `  35.25 and ̀  35.10, respectively. 

 

Week end prices of Equity Shares of the Company for the last four weeks on BSE and NSE along with the 

highest and lowest price are as below: 

 

http://www.bseindia.com/
http://www.nseindia.com/
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BSE 

Week end Date High 

(` ) 

Volume 

(No. of 

Shares) 

Date Low 

(` ) 

Volume 

(No. of 

Shares) 

Average (̀ ) 

November 12, 

2010 

November 

9, 2010 
30.15 13,343 

November 

8, 2010 
28.60 1,556 29.38 

November 19, 

2010 

November 

15, 2010 
29.50 10,196 

November 

19, 2010 
27.00 4,422 28.25 

November 26, 

2010 

November 

22, 2010 
29.25 3,323 

November 

26, 2010 
24.00 10,115 26.63 

December 3, 2010 
December 

2, 2010 
28.40 7,188 

November 

30, 2010 
25.50 1,568 26.95 

(Source: www.bseindia.com) 

 

NSE 

Week end Date High 

(` ) 

Volume 

(No. of 

Shares) 

Date Low 

(` ) 

Volume 

(No. of 

Shares) 

Average (̀ ) 

November 12, 

2010 

November  

10, 2010 
30.15 18,793 

November 

8, 2010 
28.60 10,739 29.38 

November 19, 

2010 

November 

15, 2010 
29.25 8,996 

November 

19, 2010 
26.75 12,734 28.00 

November 26, 

2010 

November 

23, 2010 
28.05 3,641 

November 

26, 2010 
23.55 13,050 25.80 

December 3, 2010 
December 

2, 2010 
28.00 5,526 

November 

29, 2010 
25.10 3,562 26.65 

(Source: www.nseindia.com) 

 

The market capitalization of the Equity Shares as on December 3, 2010 was ̀ 4,681.77 Lakhs on the BSE based 

on a market price of `  26.75, and the market capitalization of the Equity Shares on the NSE was `  4,368.02 

Lakhs based on a market price of `  26.50 

 

 

http://www.nseindia.com/
http://www.nseindia.com/
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ACCOUNTING RATIOS AND CAPITALIZATION STATEMENT  

 

The following table presents certain accounting and other ratios in accordance to AS-20 as issued by ICAI 

derived from Companyôs audited financial statements as at March 31, 2010 and for the three months ended June 

30, 2010, respectively, included in the section titled ñFinancial Informationò beginning on page 39 of this  

Letter of Offer. 

 

Particulars 

Three months 

ended June 30, 

2010 

March 31, 2010 March 31, 2009 

Weighted average number of equity shares 

outstanding during the period for basic EPS (in 

Lakhs) 

175.02 175.02 175.02 

Weighted average number of equity shares 

outstanding during the period for diluted EPS (in 

Lakhs) 

175.02 175.02 175.02 

Basic EPS (`  per Share) 0.60 (8.75) 0.10 

Diluted EPS (`  per Share) 0.60 (8.75) 0.10 

Return on Networth (%) 0.42% (0.06) 0.0003 

NAV per Share (`  per Share) 144.00 149.00 157.00 

 

The above ratios have been computed as below: 

 

Basic EPS: Net profit attributable to Equity Shareholders (excluding extraordinary items, if any) / Number of 

Equity Shares outstanding at the end of the year 

 

Diluted EPS : Net profit attributable to Equity Shareholders (excluding extraordinary items, if any) / Number of 

diluted Equity Shares outstanding at the end of the year 

 

Return on Networth: Net profit attributable to Equity Shareholders (excluding extraordinary items, if any) / 

Net Worth at the end of the year (excluding revaluation reserves) 

 

NAV per Share: Net worth at the end of the year (excluding revaluation reserves) / Number of Equity Shares 

outstanding at the end of the year 

(`  in lakhs) 

Capitalization Statement 
Pre-Issue as on June 

30, 2010 

Pre-Issue as on March 

31, 2010 
As adjusted for the Issue 

Loan Funds    
Short Term Loans 7,918.56 8,163.14  7918.56 

Long Term Loans 9,256.82 9,379.96  6,056.43 

Shareholders Fund     
Share Capital 1,750.97 1,750.97  3,501.94 

Reserves 23,544.05 23,438.51  25,294.25 

Total Shareholders Fund 25,295.02 25,189.48  28,796.19 

Long Term Debt/Equity 0.37 0.37 0.21 

Total Debt/Equity 0.68 0.70 0.49 

 

The Issue price of ̀  20/- has been arrived at in consultation between the Company and the Lead 

Manager. 
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SECTION VI I  - LEGA L AND OTHER INFORMATION  

 

OUTSTANDING LITIGATIONS AND OTHER DEFAULTS  

 

Except as described below, there are no outstanding litigations, suits, civil or criminal prosecutions, proceedings 

before any judicial, quasi-judicial, arbitral or administrative tribunals, including pending proceedings for 

violation of statutory regulations or, alleging criminal or economic offences or tax liabilities or any other 

offences (including past cases where penalties may or may not have been awarded and irrespective of whether 

they are specified under paragraph (i) of Part 1 of Schedule XIII of the Companies Act) against the  Company 

and the  Directors that would have a material adverse effect on its business. Further there are no defaults, non-

payments or overdue of statutory dues, institutional/bank dues and dues payable to holders of debentures, bonds 

and arrears of cumulative preference shares that would have a material adverse effect on its business. Further, 

none of the directors of the Company are on the RBIôs list of willful defaulters.  

 

A. Criminal Proceedings against our Directors  

Against Mr. R.N. Shetty 

Sr. 

No. 

Details of the Case/Dispute 

Brief Facts and Status 
Complaint/ 

Case No./ filed 

before 

Parties 
Nature of 

Petition/Complaint 

1. P.C. No. 

134/1998 (C.C. 

No. 1031/2008) 

before the 

Judicial 

Magistrate First 

Class, 

Honnavar 

Kanara District 

Central Co-

operative Bank ï 

Complainant 

 

And  

 

Murudeshwar Food 

and Exports 

Limited 

represented by its 

Chairman and 

Managing Director 

and other Directors 

- Accused 

 

Criminal Complaint Mr. R.N. Shetty, was a director on the 

board of Murudeshwar Food and Exports 

Limited (MFEL), a company that was 

wound up vide an order of the Hight 

Court of Karnataka vide an order dated 

July 27, 2001. The Complainant had 

granted a loan of `  300 Lakhs to MFEL. 

It is alleged that MFEL had defaulted in 

repayment of the loan. The complainant 

has filed a private complaint against 

MFEL and its directors alleging that the 

directors had committed offences of 

cheating and criminal breach of trust. The 

complaint was filed before the Judicial 

Magistrate First Class, Honnavar. 

Subsequently the Court passed an Order 

by taking cognizance of the offences 

alleged and passed an order to register a 

criminal case against the directors, 

including Mr, R.N. Shetty. Aggrieved by 

the said Order, the Respondents filed an 

appeal in Crlp. No. 7159/2009 before the 

High Court of Karnataka, Dharwad. The 

High Court of Karnataka disposed the 

matter on May 29, 2009 with a direction 

that the Magistrate shall reconsider the 

averments of the Complaint, sworn 

statement and documents relied upon or 

referred to in the complaint and the 

ingredients of offences alleged in the 

complaint with reference to each of the 

Appellants and pass orders in accordance 

with law. The Judicial Magistrate First 

Class, Honnavar has reconsidered the 

same and on April 17, 2010 confirmed its 

earlier order and has passed ordered the 
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Sr. 

No. 

Details of the Case/Dispute 

Brief Facts and Status 
Complaint/ 

Case No./ filed 

before 

Parties 
Nature of 

Petition/Complaint 

registration of a criminal case and 

issuance of summons. Thereafter, the 

respondents filed another Criminal 

Petition in Crlp No. 2333/2010 before the 

Honôble High Court of Karnataka, to 

quash the order passed by the JMFC, 

Honnavar. The Honôble High Court of 

Karnataka, on September 8, 2010 granted 

an interim stay of proceedings until 

further orders. 

2. P. C. No. 

37/1997 before 

the Judicial 

Magistrate First 

Class, 

Honnavar 

Vijaya Bank  - 

Complainant  

 

And  

 

Murudeshwar Food 

and Exports 

Limited 

represented by its 

Chairman and 

Managing Director 

and other Directors 

- Accused 

 

Criminal Complaint Mr. R.N. Shetty, was a director on the 

board of Murudeshwar Food and Exports 

Limited (MFEL), a company that was 

wound up vide an order of the Hight 

Court of Karnataka vide an order dated 

July 27, 2001. The Complainant had 

granted a loan of `  768 Lakhs to MFEL. 

It is alleged that MFEL had defaulted in 

repayment of the loan. The complainant 

has filed a private complaint against 

MFEL and its directors alleging that the 

directors had committed offences of 

cheating and criminal breach of trust. The 

complaint was filed before the Judicial 

Magistrate First Class, Honnavar. 

Subsequently the Court passed an Order 

by taking cognizance of the offences 

alleged and passed an order to register a 

criminal case against the directors, 

including Mr, R.N. Shetty. Aggrieved by 

the said Order, the respondents filed an 

appeal in Crlp. No. 1024 & 1485/1997 

before the High Court of Karnataka, 

Bangalore to quash the order passed by 

JMFC, Honnavar. The Court passed an 

order by dimissing the petitions. 

Thereafter, the Respondents filed another 

Criminal Petition in Crlp No. 7158/2008 

before the Honôble High Court of 

Karnataka, to quash the order passed by 

the JMFC, Honnavar and obtained an 

order of stay on further proceedings until 

further orders. 
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Sr. 

No. 

Details of the Case/Dispute 

Brief Facts and Status 
Complaint/ 

Case No./ filed 

before 

Parties 
Nature of 

Petition/Complaint 

3. P. C. No. 

151/2008 (C.C. 

No. 884/2008) 

The Karnataka 

State Pollution 

Control Board - 

Complainant 

 

And 

 

M/s. RNS 

Residency, a unit 

of Naveen Hotels 

Limited  

represented by its 

Managing  Director 

R. N. Shetty - 

Accused 

Criminal Complaint One of the Companyôs directors, Mr. 

R.N. Shetty, is a director of Naveen 

Hotels Limited (NHL).  Respondent 

engaged in hotel business had 

commissioned the guest house without 

obtaining consent for the operation from 

the Board and Environment Clearance 

from MOEF and were discharging the 

effluents to adjacent Sea affecting the 

beach along with the Sea. The Petitioner 

thereby filed a private complaint against 

the Respondent in P. C. No. 151/2008 

(C.C. No. 884/2008) before the Judicial 

Magistrate First Class, Bhatkal. An order 

was passed by the said court taking 

cognizance of the offence and issued 

summons accordingly. The matter is 

posted for orders on 20.01.2011. 

 

Against Mr. Sunil R. Shetty 

No. Details of the Case/Dispute Brief Facts and Status 

 Complaint/ 

Case No./ filed 

before 

Parties Nature of 

Petition/Complaint 

 

1. C.C. No. 

5837/2007 

before the I 

Additional 

Chief Judicial 

Magistrate, 

Bangalore 

The Karnataka 

State Pollution 

Control Board 

- Complainant 

 

And 

 

M/s. Fire 

Bricks and 

Potteries 

Private 

Limited and 

Mr. Sunil R. 

Shetty - 

Accused 

Criminal Complaint One of the Companyôs directors, Mr. Sunil 

R. Shetty, is a director of Fire Bricks and 

Potteries Private Limited (FBPPL).  The 

complainant has filed this criminal 

complaint alleging that FBPPL had 

constructed a residential apartment and 

hotel complex at Yeshwanthpur without 

obtaining the consent for establishment 

and also environment clearance and was 

hence in contravention violation of the 

provisions of the Water (Prevention and 

Control of Pollution) Act, 1974. An order 

was passed by the Additional Chief 

Judicial Magistrate, Bangalore to take 

cognizance of the offence and issued 

summons accordingly. The matter is 

posted for hearing on 16.12.2010 for filing 

of objections from Karnataka State 

Polluction Control Board.  
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GOVERNMENT AND OTHER APPROVALS   

 

On the basis of the existing approvals, the Company may undertake this Issue and the Company's current 

business activities and except as stated below, no further major approvals from any government authority are 

required in respect of the same. The Company has no new lines of activity/projects.  

 

Pending regulatory and government approvals and renewal of licenses 

 

1. The Company has, in respect of its factory situated at Sy. Nos. 53, 54, 55 and 61, Krishnapur Industrial 

Area, Krishnapura, Hubli, procured factory license no. MY.DWR.1184. The license was renewed upto 

December 31, 2009. The Company has submitted an application dated October 22, 2009 addressed to the 

Sr. Asst., Director of Factories, Hubli for renewal of the same.  

  

2. The Company has, in respect of its factory situated at 143,Illayangudi Road, Devamapuram Village, 

Thirunallar Commune, Karaikal, Pondicherry, procured factory license no. KTC 026 bearing reference 

KK2890. The Company has submitted an application dated October 30, 2009 addressed to the Inspector of 

Factories, Karaikal for renewal of license for the year 2010. 

 

3. The Company has, obtained combined consent order No. 139/KSPCB/BNG-SR-1/EO/DEO/AEO-

2/R.NO.11290/WPC&APC/2008-09.R-1853 under sections 25 or 26 of the Water (Prevention and Control 

of Pollution) Act, 1974 and 21of the Air (Prevention and Control of Pollution) Act, 1981 in respect of its 

unit situated at Kallabalu Village, Jigani Hobli, Anekal Taluk, Bangalore. The said consent was granted for 

the period of October 1, 2008 to September 30, 2009. The Company has submitted an application for 

renewal of the combined consent, which was duly received by the Karnataka  State Pollution Control Board 

on October 15, 2009. 
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DETAILS OF AUDIT COMMITTEE MEETINGS AND SHAREHOLDER GRIEVANCE MEETING  

 

A. Details of Audit Committee Meetings from 01.04.2009 to the date of filing this Letter of Offer  

 

Members of the committee 

 

Mr. K P Surendranath  Chairman  

Dr R N Shetty   Member  

Dr. Sadanand V Nadig  Member  

Mr. P A Ravish   Secretary(Upto May 30.05.2010) 

 

Date Members attended  Other attendees  Agenda 

27.06.2009 Mr. K P Surendranath 

Dr R N Shetty 

Dr. Sadanand V Nadig 

Mr. P A Ravish 

Mr. Satish R Shetty-MD 

Mr. N M Hegde-CFO 

Mr. M A Parthanarayan-

Auditor 

 Management Report on the 

Performance of the Company 

 To consider and approve the Audited 

Statement of Accounts for the year 

ended 31.03.2009 

 To consider and approve Audited 

Financial Results of the Company for 

the year 

 ended on March 31, 2009 in the 

proforma prescribed under Clause 41 

of the Listing Agreement 

27.07.2009 Mr. K P Surendranath 

Dr. Sadanand V Nadig 

Mr. P A Ravish 

Mr. Satish R Shetty-MD 

Mr. N M Hegde-CFO 

Mr. M A Parthanarayan-

Auditor 

 To discuss Management Report on the 

performance of the Company 

 To consider, review and take on 

record the Unaudited Financial 

Results 

 (Provisional) of the Company for the 

First Quarter ended on June 30, 2009. 

30.10.2009 Mr. K P Surendranath 

Dr R N Shetty 

Dr. Sadanand V Nadig 

Mr. P A Ravish 

Mr. Satish R Shetty-MD 

Mr. N M Hegde-CFO 

Mr. M A Parthanarayan-

Auditor 

 To discuss Management Report on the 

performance of the Company 

 To consider, review and take on 

record the Unaudited Financial 

Results 

 (Provisional) of the Company for the 

Second Quarter ended on September 

30, 2009. 

28.01.2010 Dr R N Shetty 

Mr. K P Surendranath 

Mr. P A Ravish 

Mr. Satish R Shetty-MD 

Mr. N M Hegde-CFO 

Mr. M A Parthanarayan-

Auditor 

 To discuss Management Report on the 

performance of the Company 

 To consider, review and take on 

record the Unaudited Financial 

Results 

 (Provisional) of the Company for the 

Third Quarter ended on December 31, 

2009. 

05.05.2010 Mr. K P Surendranath 

Dr R N Shetty 

Dr. Sadanand V Nadig 

Mr. P A Ravish 

Mr. Satish R Shetty-MD 

Mr. N M Hegde-CFO 

Mr. M A Parthanarayan-

Auditor 

 Audited Statement of Accounts for 

the year ended March 31, 2010 

including Balance Sheet, P&L 

Accounts and Schedules referred to 

therein, Cash Flow statement. 

 Audited Financial Results for the year 

ended March 31, 2010 in the 

proforma prescribed under Cl.41 of 

Listing Agreement.  

 Management Report on performance 

of the Company for the year ended 

31.03.2010. 
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Date Members attended  Other attendees  Agenda 

26.07.2010 Mr. K P Surendranath 

Dr R N Shetty 

Dr. Sadanand V Nadig 

Mr. Lakshmisha Babu 

Mr. Satish R Shetty-MD 

Mr. N M Hegde-CFO 
 To discuss Management Report on the 

performance of the Company 

 To consider, review and take on 

record the Unaudited Financial 

Results 

 (Provisional) of the Company for the 

First Quarter ended on June 30, 2010. 

08.10.2010 Mr. K P Surendranath 

Dr R N Shetty 

Dr. Sadanand V Nadig 

Mr. Lakshmisha Babu 

Mr. Satish R Shetty-MD 

Mr. N M Hegde-CFO 

Mr. M A Parthanarayan-

Auditor 

 Audited Statement of Accounts for 

the Quarter ended 30, June, 2010 

including Balance Sheet, P&L 

Accounts and Schedules for Rights 

Issue Purpose 

28.10.2010 Mr. K P Surendranath 

Dr R N Shetty 

Dr. Sadanand V Nadig 

Mr. Lakshmisha Babu 

Mr. Satish R Shetty-MD 

Mr. N M Hegde-CFO 

Mr. M A Parthanarayan-

Auditor 

 To discuss Management Report on the 

performance of the Company 

 To consider, review and take on 

record the Unaudited Financial 

Results 

 (Provisional) of the Company for the 

Second Quarter ended on September 

30, 2010. 

 

 

B. Details of Shareholder Grievance Meeting from 01.04.2009 to to the date of filing this Letter of Offer 

 

Members of the committee 

 

Mr. K P Surendranath  Chairman  

Dr R N Shetty   Member  

Dr. Sadanand V Nadig  Member  

Mr. P A Ravish   Secretary (Upto May 30.05.2010) 

 

Date Members attended  Agenda 

27.07.2009 Mr. K P Surendranath 

Dr. Sadanand V Nadig 

Mr. P A Ravish 

 Review Status report submitted by the Registrars and Share 

Transfer Agents (RTA). 

27.07.2009 Mr. K P Surendranath 

Dr R N Shetty 

Dr. Sadanand V Nadig 

Mr. P A Ravish 

 Review Status report submitted by the Registrars and Share 

Transfer Agents (RTA) 
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MATERIAL DEVELOPMENTS   

 

There is no material development after the date of last financial statements disclosed in the Letter of Offer 

which is likely to materially and adversely affect or is likely to affect the profitability of the company or the 

value of the assets, or its ability to pay its liabilities. 
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OTHER REGULATORY AND STATUTORY DISCLOSURES  

 

Authority for the Issue 

 

Pursuant to the resolution passed by the executive committee of the Board of Directors of the Company at its 

meeting held on May 6, 2010, it has been decided to make the offer to the Eligible Equity Shareholders of the 

Company, with a right to renounce. The Shareholders of the Company have, pursuant to special resolution 

passed at its annual general meeting held on June 19, 2010 authorized the Issue. 

 

Further, the Board of Directors of the Company at its meeting held on October 8, 2010 approved the terms and 

conditions for this issue.    

 

Prohibit ion by SEBI 

 

Neither the Company, nor the Promoters, Promoter group, directors or person(s) in control of the promoter, have 

been prohibited from accessing or operating in the capital markets or restrained  from buying, selling or dealing 

in securities under any order or direction passed by SEBI.   

 

Further neither the Company, nor its Directors Promoters, Group Companies, the relatives (as per Companies 

Act,1956) of Promoters have been declared as wilful defaulters by RBI or any other governmental authority and 

there have been no violations of securities laws committed by them in the past or no such proceedings are 

pending against them for violation of securities laws.  

 

Securities Related Business 

 

None of the Directors/ Group/ Associate company/ entity of the Company, and/ or any company/ entity with 

which any of the above is associated as promoter/ director/ partner/ proprietor that is/ was associated with 

securities related business and registered with SEBI. Further, the SEBI has not initiated any action against the 

aforesaid entities. 

 

There are no other entities related to the Company or the Directors with which any of the above are associated 

as promoter/ director/ partner/ proprietor that is/ was associated with securities related business and registered 

with SEBI.   

 

Eligibility for the Issue 

 

The Company is an existing company registered under the Companies Act and its Equity Shares are listed on the 

BSE and the NSE. The Company is eligible to make this rights issue in terms of Chapter II and Chapter IV of 

the ICDR Regulations. 

 

Compliance with Part E of Schedule VIII of the ICDR Regulations 

 

The Company is in compliance with the provisions specified in Clause 1 of Part E of Schedule VIII of the SEBI 

Regulations. 

 

(a) The Company has been filing periodic reports, statements and information in compliance with the listing 

agreement for the last three years. 

 

(b) The reports, statements and information referred to in sub-clause (a) above are available on the website of 

BSE and NSE; 

 

(c) The Company has an investor grievance-handling mechanism which includes meeting of the Shareholders 

Grievance Committee at frequent intervals, appropriate delegation of power by the board of directors of the 

issuer as regards share transfer and clearly laid down systems and procedures for timely and satisfactory 

redressal of investor grievances. 
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Disclaimer Clause of SEBI 

 

AS REQUIRED, A COPY OF THIS DRAFT LETTER OF OFFER  HAS BEEN SUBMITTED TO SEBI. 

IT IS TO BE DISTINCTLY UNDERSTOOD THAT THE SUBMISSION OF THIS DRAFT LETTER 

OF OFFER TO SEBI SHOULD NOT, IN ANY WAY BE DEEMED / CONSTRUED THAT THE SAME 

HAS BEEN CLEARED OR APPROVED BY SEBI. SEBI DOES NOT TAKE ANY RESPOSIBILITY 

EITHER FOR THE FINANCIAL SOUNDNESS OF ANY SCHEME OR THE PROJECT FOR WHICH 

THE ISSUE IS PROPOSED TO BE MADE, OR FOR THE CORRECTNESS OF THE STATEMENTS 

MADE OR OPINIONS EXPRESSED IN THIS DRAFT LETTER OF OFFER . THE LEAD MANAGER, 

KARVY INVESTOR SERVICES LIMITED HAVE CERTIFIED THAT THE DISCLOSURES MADE 

IN THE DRAFT LETTER OF OFFER  ARE GENERALLY ADEQUATE AND ARE IN C ONFORMITY 

WITH THE SEBI (ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 

2009 IN FORCE FOR THE TIME BEING. THIS REQUIREMENT IS TO FACILITATE INVESTORS 

TO TAKE AN INFORMED DECISION FOR MAKING INVESTMENT IN THE PROPOSED ISSUE.  

 

IT SHOULD ALSO BE CLEARLY UNDERSTOOD THAT WHILE THE ISSUER IS PRIMARILY 

RESPONSIBLE FOR THE CORRECTNESS, ADEQUACY AND DISCLOSURE OF ALL RELEVANT 

INFORMATION IN THE DRAFT LETTER OF OFFER , THE LEAD MANAGER IS EXPECTED TO 

EXERCISE DUE DILIGENCE TO ENSURE THAT THE COMPANY DISCH ARGES ITS 

RESPONSIBILITY ADEQUATELY IN THIS BEHALF AND TOWARDS THIS PURPOSE THE LEAD 

MANAGER, KARVY INVESTOR SERVICES LIMITED HAS FURNISHED TO SEBI A DUE 

DILIGENCE CERTIFICATE DATED OCTOBER 29, 2010 WHICH READS AS FOLLOWS:  

 

1. WE  HAVE  EXAMINED  VARIOUS  DO CUMENTS  INCLUDING  THOSE  RELATING  TO  

LITIGATION  LIKE COMMERCIAL DISPUTES, PATENT DISPUTES, DISPUTES WITH 

COLLABORATORS, ETC. AND OTHER MATERIAL IN CONNECTION WITH THE  

FINALISATION  OF   THE  DRAFT LETTER OF OFFER  PERTAINING TO THE SAID 

ISSUE; 

 

2. ON THE BASIS  OF SUCH EXAMINATION AND THE DISCUSSIONS WITH THE ISSUER, 

ITS  DIRECTORS AND OTHER OFFICERS, OTHER AGENCIES, AND INDEPENDENT 

VERIFICATION OF THE STATEMENTS CONCERNING THE OBJECTS OF THE ISSUE, 

PRICE JUSTIFICATION AND THE CONTENTS OF THE DOCUMENTS AN D OTHER 

PAPERS FURNISHED BY THE ISSUER, WE CONFIRM THAT:  

(a) THE DRAFT LETTER OF OFFER  FILED WITH  THE BOARD IS IN CONFORMITY 

WITH THE DOCUMENTS, MATERIALS AND PAPERS RELEVANT TO THE ISSUE;  

(b) ALL  THE  LEGAL  REQUIREMENTS  RELATING  TO  THE  ISSUE  AS  ALSO  

THE  REGULATIONS  GUIDELINES, INSTRUCTIONS,  ETC.  FRAMED/ISSUED  BY  

THE  BOARD,  THE  CENTRAL  GOVERNMENT  AND  ANY  OTHER COMPETENT 

AUTHORITY IN THIS BEHALF HAVE BEEN DULY COMPLIED WITH; AND  

(C) THE  DISCLOSURES  MADE  IN  THE  DRAFT  LETTER  OF OFFER ARE TRUE, 

FAIR AND ADEQUATE TO ENABLE THE INVESTORS TO MAKE A WELL 

INFORMED DECISION AS TO THE INVESTMENT IN THE PROPOSED ISSUE AND 

SUCH DISCLOSURES ARE IN ACCORDANCE WITH THE REQUIREMENTS OF 

THE COMPANIES ACT, 1956, THE SECURITIES AND EXCHANGE BOARD OF 

INDIA  (ISSUE  OF  CAPITAL  AND  DISCLOSURE REQUIREMENTS)  

REGULATIONS,  2009  AND  OTHER APPLICABLE LEGAL REQUIREMENTS.  

 

3. WE  CONFIRM  THAT  BESIDES  OURSELVES,  ALL  THE  INTERMEDIARIES  NAMED  

IN  THE  DRAFT LETTER OF OFFER  ARE REGISTERED WITH THE BOARD AND TH AT 

TILL DATE SUCH REGISTRATION IS VALID.  

 

4. WE HAVE SATISFIED OURSELVES ABOUT THE CAPABILITY OF THE 

UNDERWRITERS TO FULFIL THEIR UNDERWRITING COMMITMENTS. ï NOT 

APPLICABLE  
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5. WE  CERTIFY  THAT  WRITTEN  CONSENT  FROM  PROMOTERS  HAS  BEEN  

OBTAINED  FOR  IN CLUSION  OF  THEIR SPECIFIED  SECURITIES  AS  PART  OF  

PROMOTERSô  CONTRIBUTION  SUBJECT  TO  LOCK-IN  AND  THE  SPECIFIED 

SECURITIES  PROPOSED  TO  FORM  PART  OF  PROMOTERSô  CONTRIBUTION  

SUBJECT  TO  LOCK-IN  SHALL  NOT  BE DISPOSED / SOLD / TRANSFERRED BY THE 

PROMOTERS DURING THE PERIOD STARTING FROM THE DATE OF FILING THE 

DRAFT LETTER OF OFFER  WITH THE BOARD TILL THE DATE OF COMMENCEMENT 

OF LOCK -IN PERIOD AS STATED IN THE LETTER OF OFFER . ï NOT APPLICABLE  

 

6. WE CERTIFY THAT REGULATION 33 OF THE SECURIT IES AND EXCHANGE BOARD 

OF INDIA (ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 

2009, WHICH RELATES TO SPECIFIED SECURITIES INELIGIBLE FOR  COMPUTATION  

OF  PROMOTERS  CONTRIBUTION,  HAS  BEEN  DULY  COMPLIED  WITH  AND  

APPROPRIATE DISCLOSURES AS TO COMPLIANCE WITH THE SAID REGULATION 

HAVE BEEN MADE IN THE DRAFT LETTER OF OFFER . ï NOT APPLICABLE  

 

7. WE UNDERTAKE THAT SUB -REGULATION (4) OF REGULATION 32 AND CLAUSE (C) 

AND (D) OF SUB-REGULATION (2)  OF  REGULATION  8  OF  THE  SECURITIES  AND  

EXCHA NGE  BOARD  OF  INDIA  (ISSUE  OF  CAPITAL  AND DISCLOSURE   

REQUIREMENTS)   REGULATIONS,   2009   SHALL   BE   COMPLIED   WITH.   WE   

CONFIRM   THAT ARRANGEMENTS HAVE BEEN MADE TO ENSURE THAT 

PROMOTERSô CONTRIBUTION SHALL BE RECEIVED AT LEAST ONE DAY BEFORE 

THE OPENING OF THE ISSUE. WE UNDERTAKE THAT AUDITORSô CERTIFICATE TO 

THIS EFFECT SHALL BE DULY SUBMITTED TO THE BOARD. WE FURTHER CONFIRM 

THAT ARRANGEMENTS HAVE BEEN MADE TO ENSURE THAT PROMOTERSô 

CONTRIBUTION SHALL BE KEPT IN AN ESCROW ACCOUNT WITH A SCHEDULED 

COMMERCIAL BANK AND SHALL BE RELEASED TO THE ISSUER ALONG WITH THE 

PROCEEDS OF THE PUBLIC ISSUE. ï NOT APPLICABLE  

 

8. WE CERTIFY THAT THE PROPOSED ACTIVITIES OF THE ISSUER FOR WHICH THE 

FUNDS ARE BEING RAISED IN THE PRESENT ISSUE FALL WITHIN THE óMAIN 

OBJECTSô LISTED IN THE OBJECT CLAUSE OF THE MEMORANDUM OF 

ASSOCIATION OR OTHER CHARTER OF THE ISSUER AND THAT THE ACTIVITIES 

WHICH HAVE BEEN CARRIED OUT UNTIL NOW ARE VALID IN TERMS OF THE 

OBJECT CLAUSE OF ITS MEMORANDUM OF ASSOCIATION.  

 

9. WE CONFIRM THAT  NECESSARY ARRANGEMENTS HAVE BEEN MADE TO ENSURE 

THAT THE MONEYS RECEIVED PURSUANT TO THE ISSUE ARE KEPT IN A SEPARATE 

BANK ACCOUNT AS PER THE PROVISIONS OF SUB-SECTION (3) OF SECTION 73 OF 

THE COMPANIES ACT, 1956 AND THAT SUCH MONEYS SHALL BE RELEASED BY THE 

SAID  BANK  ONLY  AFTER  PERMISSION  IS  OBTAINED  FROM ALL  THE  STOCK  

EXCHANGES  MENTIONED  IN  THE LETTER OF OFFER . WE FURTHER CONFIRM 

THAT THE AGREEMENT ENTERED INTO BETWEEN THE BANKERS TO THE ISSUE 

AND THE ISSUER SPECIFICALLY CONTAINS THIS CONDIT ION. ï IN ACCORDANCE 

WITH CLAUSE 56 THE ISSUER SHALL UTILISE FUNDS COLLECTED IN RIGHTS ISSUE 

AFTER FINALISATION OF BASIS OF ALLOTMENT IN ACCORDANCE WITH ICDR 

REGULATION AND APPLICABLE LAWS;  

 

10. WE CERTIFY THAT A DISCLOSURE HAS BEEN MADE IN THE DRAFT LETTER OF  

OFFER THAT THE INVESTORS SHALL BE GIVEN AN OPTION TO GET THE SHARES IN 

DEMAT OR PHYSICAL MODE;  

 

11. WE CERTIFY THAT ALL THE APPLICABLE DISCLOSURES MANDATED IN THE 

SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE OF CAPITAL AND 

DISCLOSURE REQUIREMENTS) REGULATION S, 2009 HAVE BEEN MADE IN ADDITION  

TO  DISCLOSURES  WHICH,  IN  THE  VIEW,  ARE  FAIR  AND  ADEQUATE  TO  

ENABLE  THE  INVESTOR  TO MAKE A WELL INFORMED DECISION.  
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12. WE CERTIFY THAT THE FOLLOWING DISCLOSURES HAVE BEEN MADE IN THE 

DRAFT LETTER OF OFFER : 

(a) AN  UNDERTAKING  FROM  THE  ISSUER  THAT  AT  ANY  GIVEN  TIME,  THERE  

SHALL  BE  ONLY  ONE DENOMINATION FOR THE EQUITY SHARES OF THE 

ISSUER; AND 

(b) AN UNDERTAKING FROM THE ISSUER THAT IT SHALL COMPLY WITH SUCH 

DISCLOSURE AND ACCOUNTING NORMS SPECIFIED BY THE B OARD FROM TIME 

TO TIME.  

 

13. WE  UNDERTAKE  TO  COMPLY  WITH  THE  REGULATIONS  PERTAINING  TO  

ADVERTISEMENT  IN  TERMS  OF  THE SECURITIES  AND  EXCHANGE  BOARD  OF  

INDIA  (ISSUE  OF  CAPITAL  AND  DISCLOSURE  REQUIREMENTS) REGULATIONS, 

2009 WHILE MAKING TH E ISSUE. 

 

14. WE ENCLOSE A NOTE EXPLAINING HOW THE PROCESS OF DUE DILIGENCE HAS 

BEEN EXERCISED BY US IN VIEW OF THE NATURE OF CURRENT BUSINESS 

BACKGROUND OR THE ISSUER, SITUATION AT WHICH THE PROPOSED BUSINESS 

STANDS, THE RISK FACTORS, PROMOTERS EXPERIENCE, ETC. 

 

15. WE ENCLOSE A CHECKLIST CONFIRMING REGULATION -WISE COMPLIANCE WITH 

THE APPLICABLE PROVISIONS OF THE SECURITIES AND EXCHANGE BOARD OF 

INDIA (ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2009, 

CONTAINING DETAILS SUCH AS THE REGULATION NUMBER , ITS TEXT, THE STATUS 

OF COMPLIANCE, PAGE NUMBER OF THE DRAFT LETTER OF OFFER  WHERE THE 

REGULATION HAS BEEN COMPLIED WITH AND THE COMMENTS, IF ANY.  

 

THE FILING OF THIS DRAFT LETTER OF OFFER  DOES NOT, HOWEVER, ABSOLVE 

THE COMPANY FROM ANY LIABILITIES UNDER  SECTION 63 OR SECTION 68 OF THE 

COMPANIES ACT OR FROM THE REQUIREMENT OF OBTAINING SUCH STATUTORY 

OR OTHER CLEARANCES AS MAY BE REQUIRED FOR THE PURPOSE OF THE 

PROPOSED ISSUE. SEBI FURTHER RESERVES THE RIGHT TO TAKE UP, AT ANY 

POINT OF TIME, WITH THE LEAD  MANAGER ANY IRREGULARITIES OR LAPSES IN 

THIS DRAFT LETTER OF OFFER . 

 

Disclaimer from the Company and the Lead Manager 

 

The Company and the Lead Manager accept no responsibility for statements made otherwise than in this  Letter 

of Offer or in any advertisement or other material issued by the Company or by any other persons at the instance 

of the Company and anyone placing reliance on any other source of information would be doing so at his own 

risk. 

 

The Lead Manager and the Company shall make all information available to the Eligible Equity Shareholders 

and no selective or additional information would be available for a section of the Eligible Equity Shareholders in 

any manner whatsoever including at presentations, in research or sales reports etc. after filing of the  Letter of 

Offer with SEBI. 

 

Investors who invest in the issue will be deemed to have been represented by the Company and Lead Manager 

and the respective directors, officers, agents, affiliates and representatives that they are eligible under all 

applicable laws, rules, regulations, guidelines and approvals to acquire equity shares of the Company, and are 

relying on independent advice / evaluation as to their ability and quantum of investment in this issue. 

 

Disclaimer with respect to jurisdiction 

 

This  Letter of Offer has been prepared under the provisions of Indian Laws and the applicable rules and 

regulations there under. Any disputes arising out of this Issue will be subject to the jurisdiction of the 

appropriate court(s) in Hubli, Karnataka, India only.  
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Designated Stock Exchange 

 

The Designated Stock Exchange for the purpose of the Issue will be the BSE. 

 

Disclaimer Clause of the BSE 

 

As required, a copy of the  Letter of Offer will be submitted to the BSE.  

 
Bombay Stock Exchange Limited (the ñExchangeò) has given vide its letter no. DCS/PREF/JA/IP-RT/757/10-11 

dated November 11, 2010, permission to the Company to use the Exchangeôs name in this Letter of Offer as one of the 

stock exchanges on which this Companyôs Equity Shares are proposed to be listed. The Exchange has scrutinized this 

Letter of Offer for its limited internal purpose of deciding on the matter of granting the aforesaid permission to the 

Company. The Exchange does not in any manner: (i) Warrant, certify or endorse the correctness or completeness of 

any of the contents of this Letter of Offer; or (ii) Warrant that this Companyôs securities will be listed or will continue 

to be listed on the Exchange; or (iii) take any responsibility for the financial or other soundness of the Company, its 

promoters, its management or any scheme or project of this Company; and it should not for any reason be deemed or 

construed that this Letter of Offer has been cleared or approved by the Exchange. Every person who desires to apply 

for or otherwise acquires any securities of this Company may do so pursuant to independent inquiry, investigation and 

analysis and shall not have any claim against the Exchange whatsoever by reason of any loss which may be suffered 

by such person consequent to or in connection with such subscription/acquisition whether by reason of anything stated 

or omitted to be stated herein or for any other reason whatsoever. 
 

Disclaimer Clause of the NSE 

 
As required, a copy of the Letter of Offer will be submitted to the NSE.  

 

NSE has given vide its letter no. NSE/LIST/152056-R dated November 23, 2010 permission to the Company to use 

the Exchangeôs name in this Letter of Offer as one of the Stock Exchanges on which the Companyôs securities are 

proposed to be listed. NSE has scrutinized the Draft Letter of Offer for its limited internal purpose of deciding on the 

matter of granting the aforesaid permission to the Company. It is to be distinctly understood that the aforesaid 

permission given by NSE should not in any way be deemed or construed that the Draft Letter of Offer has been 

cleared or approved by NSE; nor does it in any manner warrant, certify or endorse the correctness or completeness of 

any of the contents of this Letter of Offer; nor does it warrant that the Companyôs securities will be listed or will 

continue to be listed on the NSE; nor does it take any responsibility for the financial or other soundness of the 

Company, its Promoters, its management or any scheme or project of the Company. Every person who desires to 

apply for or otherwise acquire any securities of the Company may do so pursuant to independent inquiry, investigation 

and analysis and shall not have any claim against NSE whatsoever by reason of any loss which may be suffered by 

such person consequent to or in connection with such subscription/acquisition whether by reason of anything stated or 

omitted to be stated herein or any other reason whatsoever. 

 

Filing  

 

The Draft Letter of Offer was earlier filed with SEBI, Plot No. C4-A, óGô Block, Bandra Kurla Complex, 

Bandra (East), Mumbai - 400 051, India for its observations on June 26, 2010. SEBI vide its letter bearing no. 

CFD/DIL/SK/PN/24741 /2010 dated October 26, 2010 has advised re-filing of the DLoF in view of Schedule 

VII (1) (e) of SEBI (ICDR) Regulations, 2009, in view of the change in size of the Rights Issue from `  7,500.00 

lakhs to ̀  3,500.39 lakhs. Subsequently, the Draft Letter of Offer has been re-filed with SEBI on November 1, 

2010. SEBI has issued its final observations vide letter no. CFD/DIL/ISSUES/SK/PN/OW/27826/2010 dated 

November 26, 2010 and the observations have been incorporated as appropriate, in this Letter of Offer. The 

Letter of Offer has been filed with the Designated Stock Exchange as per the provisions of the SEBI (ICDR) 

Regulations, 2009 

 

Selling restrictions 

 

The distribution of this  Letter of Offer and the Issue of Rights Equity Shares to persons in certain jurisdictions 

outside India may be restricted by the legal requirements prevailing in those jurisdictions. Persons into whose 

possession the  Letter of Offer may come are required to inform themselves about and observe such restrictions. 

The Company is making this Issue of Rights Equity Shares to the Eligible Equity Shareholders of the Company 

and will dispatch the  Letter of Offer / Abridged Letter of Offer and CAFs to the Eligible Equity Shareholders 

who have provided an Indian address. 
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No action has been or will be taken to permit this Issue in any jurisdiction where action would be required for 

that purpose, except that the  Letter of Offer has been filed with SEBI for observations. Accordingly, the Rights 

Equity Shares represented thereby may not be offered or sold, directly or indirectly, and the  Letter of Offer may 

not be distributed in any jurisdiction, except in accordance with the legal requirements applicable in such 

jurisdiction.  

 

Receipt of the  Letter of Offer will not constitute an offer in those jurisdictions in which it would be illegal to 

make such an offer and, under those circumstances, the  Letter of Offer must be treated as sent for information 

only and should not be copied or redistributed. Accordingly, persons receiving a copy of the  Letter of Offer 

should not, in connection with the Issue of the Rights Equity Shares or the Rights Entitlements, distribute or 

send the same in or into the United States or any other jurisdiction where to do so would or might contravene 

local securities laws or regulations. If the  Letter of Offer is received by any person in any such territory, or by 

their agent or nominee, they must not seek to subscribe to the Rights Equity Shares or the Rights Entitlements 

referred to in the  Letter of Offer. 

 

Neither the delivery of this  Letter of Offer nor any sale hereunder, shall under any circumstances create any 

implication that there has been no change in the Companyôs affairs from the date hereof or that the information 

contained herein is correct as of any time subsequent to this date. 

 

For further details please refer to the section entitled ñOverseas Shareholdersò beginning on page 10 of this 

Letter of Offer. 

 

Impersonation 

 

As a matter of abundant caution, attention of the Investors is specifically drawn to the provisions of subsection 

(1) of section 68A of the Companies Act which is reproduced below: 

 

ñAny person who makes in a fictitious name an application to a Company for acquiring, or subscribing for, 

any shares therein, or otherwise induces a Company to allot, or register any transfer of shares therein to him, 

or any other person in a fictitious name, shall be punishable with imprisonment for a term which may extend 

to five yearsò 

 

Expert Opinion, if any 

 

Except in the sections titled ñFinancial Informationò and ñStatement of Tax Benefitsò beginning on page 39 

and 23 of this  Letter of Offer, respectively, no expert opinion has been obtained by the Company in relation to 

this  Letter of Offer. 

 

Issue related expenses 

 

The Issue related expenses include, among others, management fees, selling commission, printing and 

distribution expenses, legal fees, statutory advertisement expenses, registrar and depository fees and listing fees. 

 

Particulars Expense  

(`  in Lakhs) 

Expense (% of 

the total 

expenses) 

Expense (% of 

the Issue size) 

Fees of Lead Manager(s) 27.00 49.09 0.77 

Brokerage and selling commission (including 

commission to SCSBs for ASBA applications) 

- - - 

Fees of the Registrars to the Issue 3.00 5.45 0.09 

Statutory Advertising and marketing 6.00 10.91 0.17 

Printing & Distribution 10.00 18.18 0.29 

Bankers to the Issue* - - - 

Others  9.00 16.36 0.25 

Total estimated Issue  expenses 55.00 100.00 1.57 

 
*The fees payable to SCSBs is contingent to number of ASBA applications and not ascertainable at the moment  
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Investor Grievances and Redressal System 

 

The Company has adequate arrangements for redressal of Investor complaints as well as a well-arranged 

correspondence system developed for letters of routine nature. The share transfer and dematerialization for the 

Company is being handled by the Registrar and Share Transfer Agent, Canbank Computer Services Ltd. Letters 

are filed category wise after being attended to. The Redressal norm for response time for all correspondence 

including shareholders complaints is within 7 (seven) days.  

 

The Shareholders/Investors Grievances Committee consists of 3 directors comprising of Mr K.P.Surendranath 

as Chairman of the committee, Dr. R N Shetty and Dr. Sadanand V Nadig as members of the said committee. 

All investor grievances received by the Company has been handled by the Registrar and Share Transfer agent in 

consultation with the Compliance Officer  

The contact details of the Registrar and Share Transfer agent to the company are as follows: 

 

Canbank Computer Services Limited 

No. 218, J.P. Royale,  

1
st
 Floor, 2

nd
 Main, Sampig Road,  

Near 14
th
 Cross, Malleswaram,  

Bangalore 560003 

Tel: +91 80 23469661-62 

Fax: +91 80 23469667-68  

Email:  ravi@ccsl.co.in 

Contact Person: Mr. K. Ravi 

Website: www.canbankrta.com 

SEBI Registration Number: INR000003621 

 

Status of Complaints  

 

(a) No. of shareholders complaints outstanding as of December 3, 2010: Nil  

(b) Total number of complaints received during the period from April 1, 2010 to December 03, 2010: Nil 

(c) Total number of complaints received during the period from April 1, 2007 to March 31, 2010: Nil 

(d) Status of the complaints: 1 (One) complaint was received by the Company from April 1, 2007 to March 

31, 2010 and resolved the same.  

(e) Time normally taken for disposal of various types of investor grievances: within 7 (Seven) days  

 

Investor Grievances arising out of this Issue 

 

The investor grievances arising out of the Issue will be handled by Mr. Lakshmisha Babu S., Company 

Secretary & Compliance Officer (Secretarial Department), and Canbank Computer Services Limited., the 

Registrars to the Issue. The Registrar to the Issue will have a separate team of personnel handling only the post-

Issue correspondence.  

 

The agreement between the Company and the Registrar to the Issue will provide for retention of records with 

the Registrars for a period of at least one year from the last date of dispatch of letter of allotment/ share 

certificates / warrant/ refund order to enable the Registrars to redress grievances of Investors. 

 

All grievances relating to the Issue may be addressed to the Registrar to the Issue giving full details such as folio 

no., name and address, contact telephone / cell numbers, email id of the first Investors, number and type of 

shares applied for, application form serial number, amount paid on application and the name of the bank and the 

branch where the application was deposited, along with a photocopy of the acknowledgement slip. In case of 

renunciation, the details of the Renouncees should be furnished.  

 

The average time taken by the Registrar to the Issue for redressal of routine grievances will be seven days from 

the date of receipt. In case of non-routine grievances where verification at other agencies is involved, it would 

be the endeavour of the Registrar to the Issue to attend to them as expeditiously as possible. The Company 

undertakes to resolve the Investor grievances in a time bound manner. 
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Investors may contact the Compliance Officer / Registrar to the Issue in case of any pre-Issue/ post -Issue 

related problems such as non-receipt of letters of allotment/share certificates/demat credit/refund orders 

etc. There contact details are as follows: 

 

Mr. Lakshmisha Babu S 

Company Secretary & Compliance Officer 

Murudeshwar Ceramics Limited 

604/B, Murudeshwar Bhavan,  

Gokul Road, Hubli 580 030 

Tel: +91 836-2331615  /  +91 80 -2558 4181 

Fax: +91 836-4252583 / +91 80-2558 4017 

Email: cosec@naveentile.com 

 

The contact particulars of the Registrar to the Issue are as under: 

 

Canbank Computer Services Limited 

No. 218, J.P. Royale,  

1
st
 Floor, 2

nd
 Main, Sampig Road,  

Near 14
th
 Cross, Malleswaram,  

Bangalore 560003 

Tel: +91 80 23469661-62 

Fax: +91 80 23469667-68  

Email:  ravi@ccsl.co.in 

Contact Person: Mr. K. Ravi 

Website: www.canbankrta.com 

SEBI Registration Number: INR000003621 
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SECTION VIII ï OFFERING INFORMATION  

 

TERMS OF THE ISSUE 

 

The Equity Shares, now being issued, are subject to the terms and conditions contained in this  Letter of Offer, 

the enclosed Composite Application Form (ñCAFò), the Memorandum and Articles of Association of the 

Company, the provisions of the Companies Act, approvals from the RBI, guidelines or regulations issued by 

SEBI, approvals from the Stock Exchanges where Equity Shares of the Company are listed, FEMA, guidelines, 

notifications and regulations for issue of capital and for listing of securities issued by Government of India 

and/or other statutory authorities and bodies from time to time, terms and conditions as stipulated in the 

allotment advice or letter of allotment or security certificate, the provisions of the Depositories Act, to the extent 

applicable and any other legislative enactments and rules as may be applicable and introduced from time to 

time. 

 

Authority for the Issue 

 

The Issue was approved by a resolution passed by the Board of Directors of the Company under section 81(1) of 

the Companies Act at its meeting held on May 5, 2010, and by the Executive Committee of the Board at its 

meeting held on May 6, 2010. Thereafter, the shareholders of the Company, vide a special resolution passed at 

its annual general meeting of June 19, 2010 have authorized this Issue. 

 

Further, the Board of Directors of the Company at its meeting held on October 8, 2010 approved the terms and 

conditions for this issue.    

 

Ranking of Equity Shares 

 

The Rights Equity Shares being issued shall be subject to the provisions of our Memorandum of Association and 

Articles of Association. The Rights Equity Shares allotted pursuant to this Issue shall rank pari passu with the 

existing Equity Shares in all respects including dividend.  

 

Mode of Payment of Dividend 

 

The Company shall pay dividend to the shareholders as per the provisions of the Companies Act. 

 

Basis for the Issue 

 

The Rights Equity Shares are being offered for subscription for cash to the Eligible Equity Shareholders whose 

names appear as beneficial owners as per the list to be furnished by the depositories in respect of the Equity 

Shares held in electronic form and on the Register of Members of the Company in respect of the Equity Shares 

held in the physical form at the close of business hours on the Record Date i.e. October 20, 2010, fixed in 

consultation with the Designated Stock Exchange. 

 

The Equity Shares are being offered for subscription in the ratio of 1 (One) New Rights Share for every 1 (One) 

Equity Share held by the Eligible Equity Shareholders. 

  

Offer to Non-Resident Equity Shareholders/Applicants 

 

Applications received from NRIs for allotment of Rights Equity Shares shall be, inter alia, subject to the 

conditions imposed from time to time by the RBI under the Foreign Exchange Management Act, 1999 (FEMA) 

in the matter of refund of application moneys, allotment of Rights Equity Shares, issue of letter of 

allotment/share certificates, payment of interest, dividends, etc. The Rights Equity Shares purchased by NRIs 

shall be subject to the same conditions including restrictions in regard to the reparability as are applicable to the 

original shares against which Rights Equity Shares are issued. 

 

By virtue of Circular No. 14 dated September 16, 2003 issued by the RBI, overseas corporate bodies (ñOCBsò) 

have been derecognized as an eligible class of investors and the RBI has subsequently issued the Foreign 

Exchange Management (Withdrawal of General Permission to Overseas Corporate Bodies (OCBs) Regulations, 

2003. The circular stipulates that an OCB shall not be eligible to purchase equity or preference shares or 

convertible debentures offered on right basis by an Indian company, and no Indian company shall offer equity or 
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preference shares or convertible debentures on right basis to an OCB. Accordingly, OCBs shall not be eligible to 

subscribe to the Equity Shares. The RBI has however clarified in its circular, A.P. (DIR Series) Circular No. 44, 

dated December 8, 2003 that OCBs which are incorporated and are not under the adverse notice of the RBI are 

permitted to undertake fresh investments as incorporated non-resident entities in terms of Regulation 5(1) of 

RBI Notification No.20/2000-RB dated May 3, 2000 under FDI Scheme with the prior approval of Government 

if the investment is through Government Route and with the prior approval of RBI if the investment is through 

Automatic Route on case by case basis. Thus, OCBs desiring to participate in this Issue must obtain prior 

approval from the RBI. On providing such approval to the Bank at its registered office, the OCB shall receive 

this  Letter of Offer and the CAF. 

 

Applications received from the NRIs for the allotment of Rights Equity Shares shall, among other things, be 

subject to conditions as may be imposed, from time to time, by the RBI, in the matter of refund of application 

moneys, allotment of Rights Equity Shares, issue of letters of allotment/ certificates/ payment of dividends etc. 

 

Rights Entitlement 

 

As your name appears as a beneficial owner in respect of the Equity Shares held in electronic form or appears in 

the Register of Members as an Equity Shareholder on the Record Date, you are entitled to the number of Rights 

Equity Shares shown in Block I of Part A of the enclosed CAF. 

 

The Eligible Equity Shareholders are entitled to 1 (One) New Rights Equity Share for every 1 (One) Equity 

Share held on the Record Date. 

 

Principal Terms of the Rights Equity Shares 

 

Face value 

 

Each Rights Equity Share shall have a face value of `  10. 

 

Issue Price 

 

Each Rights Equity Share is being offered at a price of `  20 /- (including a premium of `  10/- per Rights Equity 

Share). 

 

Payment terms 

 

All Investors shall have to make the full payment of the Issue Price of `  20 per Rights Equity Share at the time 

of making an Application. 

 

For Equity Shareholders wishing to apply through the newly introduced ASBA process for rights issues, 

kindly refer section titled ñProcedure for Application through the Applications Supported by Blocked 

Amounts (ñASBAò) Process beginning on page 110 of this  Letter of Offer . 

 

Entitlement Ratio 

 

The Rights Equity Shares are being offered on a rights basis to the Eligible Equity Shareholders of the Company 

in the ratio of 1 (One) New Rights Equity Share for every 1 (One) Equity Share held on the Record Date. 

 

Rights of the Equity Shareholders 

 

 Right to receive dividend, if declared; 

 Right to attend general meetings and exercise voting powers, unless prohibited by law; 

 Right to vote on a poll in person or by proxy; 

 Right to receive offers for rights shares and be allotted bonus shares, if announced; 

 Right to receive surplus on liquidation; 

 Right to free transferability of shares; and 

 Such other rights as may be available to a shareholder of a listed public company under the Companies Act 

and Memorandum and Articles of Association. 
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Arrangements for Disposal of Odd Lots 

 

The Company's shares will be traded in dematerialized form only and therefore the marketable lot is 1 (One) 

share. 

 

General terms of the Issue 

 

Market Lot 

 

The Equity Shares of the Company are tradable only in dematerialized form. The market lot for Equity Shares in 

dematerialized mode is 1 Equity Share. In case of holding of Equity Shares in physical form, the Company 

would issue to the allotters 1 (one ) certificate for the Rights Equity Shares allotted to each folio (ñConsolidated 

Certificateò). In respect of consolidated certificates, the Company will upon receipt of a request from the 

respective holder of Equity Shares, split such consolidated certificates into smaller denominations within three 

weeks time from the receipt of the request in respect thereof. 

 

Joint Holders 

 

Where two or more persons are registered as the holders of any Equity Shares, they shall be deemed to hold the 

same as joint holders with the benefit of survivorship subject to the provisions contained in the Articles. 

 

Nomination: 

 

In accordance with Section 109A of the Companies Act, only individuals applying as sole applicants/ joint 

applicants can nominate, non-individuals including society, trust, body corporate, partnership firm, holder of 

power of attorney cannot nominate. In accordance with Section 109A of the Companies Act, the sole or first 

holder, along with other joint holders, may nominate any one person in whom, in the event of the death of sole 

holder or in case of joint holders, death of all the holders, as the case may be, the Equity Shares allotted, if any, 

shall vest. A person, being a nominee, entitled to the Equity Shares by reason of the death of the original 

holder(s), shall in accordance with Section 109A of the Companies Act, be entitled to the same advantages to 

which he or she would be entitled if he or she were the registered holder of the Equity Share(s). Where the 

nominee is a minor, the holder(s) may make a nomination to appoint, in the prescribed manner, any person to 

become entitled to Equity Share(s) in the event of his or her death during the minority. A nomination shall stand 

rescinded upon a sale/ transfer/ alienation of equity share(s) by the person nominating. A buyer will be entitled 

to make a fresh nomination in the manner prescribed. Fresh nomination can be made only on the prescribed 

form available on request at the Companyôs Registered Office or to the Companyôs Registrar and Transfer 

Agents. The Applicant can make the nomination by filling in the relevant portion of the CAF. In accordance 

with Section 109B of the Companies Act, any person who becomes a nominee by virtue of the provisions of 

Section 109A of the Companies Act, 1956, shall upon the production of such evidence as may be required by 

the Board, elect either: 

 

Å  to register himself or herself as the holder of the Equity Shares; or 

Å  to make such transfer of the Equity Shares, as the deceased holder could have made 

 

Further, the Board may at any time give notice requiring any nominee to choose either to be registered himself 

or herself or to transfer the Equity Shares, and if the notice is not complied with within a period of ninety days, 

the Board may thereafter withhold payment of all dividends, bonuses or other moneys payable in respect of the 

Equity Shares, until the requirements of the notice have been complied with. 

 

Only one nomination would be applicable for one folio. Hence, in case the Equity Shareholder(s) has already 

registered the nomination with the Company, no further nomination needs to be made for Equity Shares to be 

allotted in this Issue under the same folio. 

 

In case the allotment of Rights Equity Shares is in dematerialized form, there is no need to make a 

separate nomination for the Rights Equity Shares to be allotted in this Issue. Nominations registered with 

the respective Depository Participant (ñDPò) of the Investor would prevail. Any Investor desirous of 

changing the existing nomination is requested to inform its respective DP. 
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Notices 

 

All notices to the Eligible Equity Shareholders required to be given by the Company shall be published in one 

English national daily with wide circulation, one Hindi national daily with wide circulation and one Kannada 

daily newspaper in Hubli with wide circulation and / or, will be sent by ordinary post / registered post / speed 

post to the registered holders of the Equity Shares from time to time. 

 

Listing and trading of the Rights Equity Shares proposed to be issued 

 

The Companyôs existing Equity Shares are currently listed on the BSE and NSE under the ISIN INE692B01014. 

The fully paid up Rights Equity Shares proposed to be issued shall be listed and admitted for trading on the BSE 

and NSE under the existing ISIN for fully paid up Equity Shares of the Company.  

 

The Rights Equity Shares allotted pursuant to this Issue will be listed as soon as practicable but in no case later 

than 7 working days from the date of finalization of basis of allotment. The Company has made an application 

for ñin-principleò approval for listing of the Rights Equity Shares in accordance with clause 24(a) of the Listing 

Agreement to the BSE and NSE and has received such approval from the BSE and NSE vide their letters dated 

November 11, 2010 and November 23, 2010, respectively.  

 

The distribution of the  Letter of Offer and the Issue of Rights Equity Shares on a rights basis to persons in 

certain jurisdictions outside India may be restricted by legal requirements prevailing in those jurisdictions. 

 

The Company is making this Issue of Rights Equity Shares on a rights basis to the Eligible Equity Shareholders 

of the Company and will dispatch the Letter of Offer / Abridged Letter of Offer and the CAF to the Eligible 

Equity Shareholders who have provided an Indian address. 

 

Minimum Subscription 

 

If the Company does not receive the minimum subscription of 90% of the Issue, the Company shall forthwith 

refund the entire subscription amount received within 15 days from the Issue Closing Date. If such money is not 

repaid within eight days from the day the Company becomes liable to repay it, (i.e. 15 days after the Issue 

Closing Date or the date of the refusal by the Stock Exchange(s), whichever is earlier) the Company and every 

Director of the Company who is an officer in default shall, on and from expiry of eight days, be jointly and 

severally liable to repay the money with interest as prescribed under sub-section (2) and (2A) of Section 73 of 

the Companies Act. 

 

Additional Subscription by the Promoter and Promoter Group 

 

The Promoters and Promoter Group have confirmed that they intend to subscribe to the full extent of their 

Rights Entitlement in the Issue. The Promoters and Promoter Group also intend to subscribe to any unsubscribed 

portion of the Issue such that 100% of the issue is subscribed. This subscription and acquisition of additional 

Equity Shares by the Promoters and Promoter Group, if any, will not result in change of control of the 

management of the Company and shall be exempt in terms of proviso to Regulation 3(1)(b)(ii) of the SEBI 

Takeover Code. As such, there is no intention other than meeting the requirements indicated in the section 

ñObjects of the Issueò on page 17 of this Letter of Offer, there is no other intention/purpose for this Issue, 

including no intention to de-list the Company, even if, as a result of allotments to the Promoter and the Promoter 

Group in this Issue, their shareholding in the Company exceeds its current shareholding. The Promoters and 

Promoter Group shall subscribe to such unsubscribed portion as per the relevant provisions of the law. 

Allotment to the Promoters and Promoter Group of any unsubscribed portion over and above their Rights 

Entitlement shall be done in compliance with the Listing Agreement and other applicable laws prevailing at that 

time relating to continuous listing requirements. 

 

Utilization of Issue Proceeds 
 

The funds received against this Issue will be kept in a separate bank account and the Company shall utilize the 

funds collected in the Rights Issue only after the basis of allotment is finalized.  
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Undertakings by the Company 
 

The Company undertakes: 

 

1. that the complaints received in respect of the Issue shall be attended to expeditiously and 

satisfactorily. 

 

2. that all steps for completion of the necessary formalities for listing and commencement of trading 

at all Stock Exchanges where the securities are to be listed will be taken within seven working 

days of finalization of basis of allotment. 

 

3. that the funds required for making dispatch of refund orders/allotment letters/certificates  as per the 

mode(s) disclosed shall be made available to the Registrar to the issue.  

 

4. that where refunds are made through electronic transfer of funds, a suitable communication shall 

be sent to the applicant within 15 days of closure of the issue, as the case may be, giving details of 

the bank where refunds shall be credited along with amount and expected date of electronic credit 

of refund. 

 

5. Adequate arrangements shall be made to collect all ASBA applications and to consider them 

similar to Non-ASBA applications while finalizing the basis of allotment 

 

6. that the certificates of the securities/ refund orders to the non-resident Indians shall be dispatched 

within the specified time. 

 

7. that no further issue of securities affecting equity capital of the Company shall be made till the 

securities issued/offered through the  Letter of Offer Issue are listed or till the application  money 

are refunded on account of non-listing, under-subscription etc.  

 

8. The Company accepts full responsibility for the accuracy of information given in this  Letter of 

Offer and confirms that to best of its knowledge and belief, there are no other facts the omission of 

which makes any statement made in this  Letter of Offer misleading and further confirms that it 

has made all reasonable enquiries to ascertain such facts. 

 

9. All information shall be made available by the Lead Manager and the Issuer to the Investors at 

large and no selective or additional information would be available for a section of the Investors in 

any manner whatsoever including at road shows, presentations, in research or sales reports etc. 

 

10. The Company shall comply with such disclosure and accounting norms specified by SEBI from 

time to time. 

 

Procedure for Application 

 

For Equity Shareholders wishing to apply through the newly introduced ASBA process for rights issues, 

kindly refer section titled ñProcedure for Application through the Applications Supported By Blocked 

Amount (ñASBAò) Process beginning on page 110 of this  Letter of Offer . 

 

 

The CAF for the Rights Equity Shares would be printed in Black ink for all the Eligible Equity Shareholders. In 

case the original CAF is not received by the Investor or is misplaced by the Investor, the Investor may request 

the Registrar to the Issue, for issue of a duplicate CAF, by furnishing the registered folio number, DP ID 

Number, Client ID Number and their full name and address.  

 

The CAF consists of four parts: 

Part A: Form for accepting the Rights Equity Shares and for applying for additional Rights Equity Shares; 

Part B: Form for renunciation; 

Part C: Form for application for renunciation; 

Part D: Form for request for split Application forms. 
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Application by Mutual Funds 

 

In case of a mutual fund, a separate application can be made in respect of each scheme of the mutual fund 

registered with SEBI and such application in respect of more than one scheme of the mutual fund will not be 

treated as multiple applications provided that the applications clearly indicate the scheme concerned for which 

the application has been made. Applications made by AMCs or custodians of a mutual fund shall clearly 

indicate the name of the concerned scheme for which the application is being made. 

 

Acceptance of the Issue 

 

You may accept the Issue and apply for the Rights Equity Shares offered, either in full or in part, by filling Part 

A of the enclosed CAF and submit the same along with the application money payable to the Bankers to the 

Issue or any of the collection branches as mentioned on the reverse of the CAF before the close of the banking 

hours on or before the Issue Closing Date or such extended time as may be specified by the Board of the 

Company in this regard. Investors at centers not covered by the branches of collecting banks can send their CAF 

together with the cheque drawn at par on a local bank at Bangalore / demand draft payable at Bangalore to the 

Registrar to the Issue by registered post. Such applications sent to anyone other than the Registrar to the Issue 

are liable to be rejected. 

 

Options available to the Eligible Equity Shareholders 

 

The CAF will clearly indicate the number of Rights Equity Shares that the Eligible Equity Shareholder is 

entitled to. If the Eligible Equity Shareholder applies for an investment in Rights Equity Shares, then he can: 

 Apply for his Rights Entitlement of Rights Equity Shares in part; 

 Apply for his Rights Entitlement of Rights Equity Shares in part and renounce the other part of the Rights 

Equity Shares; 

 Apply for his Rights Entitlement of Rights Equity Shares in full; 

 Apply for his Rights Entitlement in full and apply for additional Rights Equity Shares; 

 Renounce his Rights Entitlement in full. 

 

Renunciation 

 

This Issue includes a right exercisable by you to renounce the Rights Equity Shares offered to you either in full 

or in part in favour of any other person or persons. Your attention is drawn to the fact that the Company shall 

not allot and / or register the Rights Equity Shares in favour of more than 3 persons (including joint holders), 

partnership firm(s) or their nominee(s), minors, HUF, any trust or society (unless the same is registered under 

the Societies Registration Act, 1860 or the Indian Trust Act or any other applicable law relating to societies or 

trusts and is authorized under its constitution or bye-laws to hold Equity Shares). 

 

Any renunciation from Resident Indian Shareholder(s) to Non-resident Indian(s) or from Non-resident Indian 

Shareholder(s) to Resident Indian(s) or from Non-resident Indian shareholder(s) to other Nonresident Indian(s) 

is subject to the Renouncer(s) / Renouncee(s) obtaining the necessary approvals including the permission of the 

RBI under the FEMA and such permissions should be attached to the CAF. Applications not accompanied by 

the aforesaid approvals are liable to be rejected. 

 

By virtue of the Circular No. 14 dated September 16, 2003 issued by the RBI, Overseas Corporate Bodies 

(ñOCBsò) have been derecognized as an eligible class of investors and the RBI has subsequently issued the 

Foreign Exchange Management (Withdrawal of General Permission to Overseas Corporate Bodies (OCBs) 

Regulations, 2003. Accordingly, the Eligible Equity Shareholders of the Company who do not wish to subscribe 

to the Rights Equity Shares being offered but wish to renounce the same in favour of renouncee shall not 

renounce the same (whether for consideration or otherwise) in favour of OCB(s).  

 

Part óAô of the CAF must not be used by any person(s) other than those in whose favour this offer has been 

made. If used, this will render the application invalid. Submission of the enclosed CAF to the Bankers to the 

Issue at its collecting branches specified on the reverse of the CAF with the form of renunciation (Part óBô of the 

CAF) duly filled in shall be conclusive evidence for the Company of the person(s) applying for Rights Equity 

Shares of the CAF to receive allotment of such Rights Equity Shares. The Renouncees applying for all the 

Rights Equity Shares renounced in their favour may also apply for additional Rights Equity Shares. Part óAô of 

the CAF must not be used by the Renouncee(s) as this will render the application invalid. Renouncee(s) will 



 

107 

 

have no further right to renounce any Rights Equity Shares in favour of any other person. 

 

The right of renunciation is subject to the express condition that the Board shall be entitled in its absolute 

discretion to reject the request for Allotment to Renouncee(s) without assigning any reason thereof. 

 

Procedure of renunciation  

 

To renounce all the Rights Equity Shares offered to an Eligible Equity Shareholder in favour of one 

Renouncee 

 

If you wish to renounce the offer indicated in Part óAô, in whole, please complete Part óBô of the CAF. In case of 

joint holding, all joint holders must sign Part óBô of the CAF. The person in whose favour renunciation has been 

made should complete and sign Part óCô of the CAF. In case of joint renouncees, all joint renouncees must sign 

this part of the CAF. 

 

To renounce in part/or renounce the whole to more than one person(s) 

 

If you wish to either accept this offer in part and renounce the balance or renounce the entire offer under this 

Issue in favour of two or more Renouncees, the CAF must be first split into the requisite number of forms.  

 

Please indicate your requirement of split forms in the space provided for this purpose in Part óDô of the CAF and 

return the entire CAF to the Registrar to the Issue so as to reach them latest by the close of business hours on the 

last date of receiving requests for split forms, December 30, 2010. On receipt of the required number of split 

forms from the Registrar, the procedure as mentioned in the paragraph above shall have to be followed. 

 

In case the signature of the Eligible Equity Shareholder(s), who has renounced the Rights Equity Shares, does 

not agree with the specimen registered with the Company, the application is liable to be rejected. 

 

Renouncee(s) 

 

The person(s) in whose favour the Rights Equity Shares are renounced should fill in and sign Part óCô of the 

CAF and submit the entire CAF to the Bankers to the Issue on or before the Issue Closing Date along with the 

application money in full. The Renouncee cannot further renounce.  

 

Change and/ or introduction of additional holders 

 

If you wish to apply for Rights Equity Shares jointly with any other person(s), not more than three, who is / are 

not already a joint holder with you, it shall amount to renunciation and the procedure as stated above for 

renunciation shall have to be followed. Even a change in the sequence of the name of joint holders shall amount 

to renunciation and the procedure, as stated above shall have to be followed. However, this right of renunciation 

is subject to the express condition that the Board shall be entitled in its absolute discretion to reject the request 

for allotment from the Renouncee(s) without assigning any reason thereof. 

 

Instructions for options 

 

Please note that: 

 

 Part óAô of the CAF must not be used by any person(s) other than the Eligible Equity Shareholders to whom 

the  Letter of Offer has been addressed. If used, this will render the application invalid. 

 A request for split forms should be made for a minimum of 1 (one) Rights Equity Shares or, in multiples 

thereof and one split form for the balance Rights Equity Shares, if any. 

 A request by the Investor for the split Application form should reach the Company on or before December 

30, 2010.   

 Only the Eligible Equity Shareholders to whom the  Letter of Offer has been addressed shall be entitled to 

renounce and to apply for split application forms. Forms once split cannot be split further. 

 Split form(s) will be sent to the Investor(s) by post at the Investorsô risk. 
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Additional Rights Equity Shares 

 

You are eligible to apply for additional Rights Equity Shares over and above the number of Rights Equity 

Shares you are entitled to, provided that you have applied for all the Rights Equity Shares offered without 

renouncing them in whole or in part in favour of any other person(s). Applications for additional Rights Equity 

Shares shall be considered and allotment shall be made at the sole discretion of the Board, in consultation, if 

necessary, with the Designated Stock Exchange and in the manner prescribed in the paragraph titled ñBasis of 

Allotmentò beginning on page 116 of this Letter of Offer. 

 

If you desire to apply for additional Rights Equity Shares, please indicate your requirement in the place 

provided for additional Rights Equity Shares in Part A of the CAF. The Renouncee applying for all the Rights 

Equity Shares renounced in their favour may also apply for additional Rights Equity Shares. 

 

Where the number of additional Rights Equity Shares applied for exceeds the number available for allotment, 

the allotment would be made on a fair and equitable basis in consultation with the Designated Stock Exchange. 

 

You may exercise any of the following options with regard to the Rights Equity Shares offered, using the 

enclosed CAF: 

 

Sr. No. Options Available Action Required 

1.  Accept the whole or part of your Rights 

Entitlement without renouncing the balance. 

Fill in and sign Part A (All joint holders must 

sign). 

 

2.  Accept your Rights Entitlement in full and apply 

for additional Rights Equity Shares. 

Fill in and sign Part A including Block III 

relating to the acceptance of Rights Entitlement 

and Block IV relating to additional Rights Equity 

Shares (All joint holders must sign). 

 

3.  Renounce your Rights Entitlement in full to one 

person (Joint Renouncees are considered as 

one). 

Fill in and sign Part B (all joint holders must 

sign) indicating the number of Rights Equity 

Shares renounced and hand it over to the 

Renouncee. The Renouncee must fill in and sign 

Part C (All joint Renouncees must sign). 

 

4.  Accept a part of your Rights Entitlement and 

renounce the balance to one or more 

Renouncee(s). 

 

OR 

 

Renounce your Rights Entitlement to all the 

Rights Equity Shares offered to you to more than 

one Renouncee. 

Fill in and sign Part D (all joint holders must 

sign) requesting for Split Application Forms. 

Send the CAF to the Registrar to the Issue so as 

to reach them on or before the last date for 

receiving requests for Split Application Forms. 

Splitting will be permitted only once.  

 

On receipt of the Split Application Form take 

action as indicated below. 

 

For the Rights Equity Shares you wish to accept, 

if any, fill in and sign Part A. 

 

For the Rights Equity Shares you wish to 

renounce, fill in and sign Part B indicating the 

number of Rights Equity Shares renounced and 

hand it over to the Renouncee. Each of the 

Renouncees should fill in and sign Part C for the 

Equity Shares accepted by them. 

 

5.  Introduce a joint holder or change the sequence 

of joint holders 

This will be treated as a renunciation. Fill in and 

sign Part B and the Renouncee must fill in and 

sign Part C. 
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Investors must provide information in the CAF as to their savings bank / current account number and the name 

of the bank with whom such account is held, to enable the Registrar to print the said details in the refund orders 

after the names of the payee(s). Failure to comply with this may lead to rejection of the application. Bank 

account details furnished by the Depositories will be printed on the refund warrant in case of Equity Shares held 

in electronic form. 

 

Investors must write their CAF Number at the back of the cheque/demand draft. 

 

Availability of duplicate CAF 

 

In case the original CAF is not received, or is misplaced by the Investor, the Registrar to the Issue will issue a 

duplicate CAF on the request of the Investor who should furnish the registered folio number / DP and Client ID 

number and his / her full name and address to the Registrar to the Issue. Please note that the request for a 

duplicate CAF should reach the Registrar to the Issue within 7 (seven) days from the Issue Opening Date. Please 

note that those who are making the application in the duplicate CAF should not utilize the original CAF for any 

purpose including renunciation, even if it is received / found subsequently. If the Investor violates any of these 

requirements, he / she shall face the risk of rejection of both the CAFs. 

 

Application on Plain Paper 

 

An Eligible Equity Shareholder who has neither received the original CAF nor is in a position to obtain the 

duplicate CAF may make an application to subscribe to the Issue on plain paper, along with a demand draft, net 

of bank and postal charges payable at Bangalore which should be drawn in favor of óMurudeshwar Ceramics 

Limited ï Rights Issueò and the Eligible Equity Shareholders should send the same by registered post directly to 

the Registrar to the Issue. 

 

The envelope should be superscribed óMurudeshwar Ceramics Limitedï Rights Issueô and should be postmarked 

in India. The application on plain paper, duly signed by the Investors including joint holders, in the same order 

as per specimen recorded with the Company, must reach the office of the Registrar to the Issue before the Issue 

Closing Date and should contain the following particulars: 

 

 Name of the Issuer, being Murudeshwar Ceramics Limited; 

 Name and address of the Eligible Equity Shareholder including joint holders; 

 Registered Folio Number / DP and Client ID no.; 

 Number of Equity Shares held as on Record Date; 

 Number of Rights Equity Shares entitled; 

 Number of Rights Equity Shares applied for; 

 Number of additional Rights Equity Shares applied for, if any; 

 Total number of Rights Equity Shares applied for; 

 Total amount paid at the rate of `  20 /- per Rights Equity Share ; 

 Separate cheques / DDs are to be attached for amounts to be paid for Rights Equity Shares; 

 Particulars of cheque / demand draft / Savings / Current Account Number and name and address of the bank 

where the Eligible Equity Shareholder will be depositing the refund order; 

 PAN of the Investor, and for each Investor in case of joint names, irrespective of the total value of the 

Rights Equity Shares applied for pursuant to the Issue; 

 Signature of the Rights Equity Shareholders to appear in the same sequence and order as they appear in the 

records of the Company. 

 

Please note that those who are making an application otherwise than on an original CAF shall not be entitled to 

renounce their rights and should not utilize the original CAF for any purpose including renunciation even if it is 

received subsequently. If the Investor violates any of these requirements, he / she shall face the risk of rejection 

of both the applications. Separate cheque / DDs are to be attached for amounts to be paid for Rights Equity 

Shares. The Company shall refund such application amount to the Investor without any interest thereon. 
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PROCEDURE FOR APPLICATION THR OUGH THE APPLICATIONS SUPPORTED BY BLOCKED 

AMOUNT (ñASBAò) PROCESS 

 

SEBI, by its circular dated August 20, 2009, introduced in rights issue - application supported by blocked 

amount wherein the application money remains in the ASBA Account until allotment. Mode of payment 

through ASBA in Rights Issue became effective on August 20, 2009. Since this is a new mode of payment in 

Rights Issues, set forth below is the procedure for applying under the ASBA procedure, for the benefit of the 

shareholders. 

 

This section is only to facilitate better understanding of aspects of the procedure which is specific to 

ASBA Investors. ASBA Investors should nonetheless read this document in entirety. Shareholders who 

are eligible to apply under the ASBA Process are advised to make their independent investigations and 

ensure that the number of Equity Shares applied for by such Shareholder do not exceed the applicable 

limits under laws or regulations 

 

The Company and the Lead Manager are not liable for any amendments or modifications or changes in 

applicable laws or regulations, which may occur after the date of this  Letter of Offer. Equity Shareholders who 

are eligible to apply under the ASBA Process are advised to make their independent investigations and ensure 

that the number of Equity Shares applied for by such Equity Shareholders do not exceed the applicable limits 

under laws or regulations. The lists of banks that have been notified by SEBI to act as SCSB for the ASBA 

Process are provided on http://www.sebi.gov.in/pmd/scsb.pdf. For details on designated branches of SCSBs 

collecting the CAF, please refer the above mentioned link. 

 

ASBA Process 

 

An ASBA Investor can submit his application through CAF/plain paper, either in physical or electronic mode, 

to the SCSB with whom the bank account of the ASBA Investor or bank account utilised by the ASBA Investor 

is maintained. The SCSB shall block an amount equal to the application amount in the ASBA Account specified 

in the CAF, physical or electronic, on the basis of an authorisation to this effect given by the account holder at 

the time of submitting the CAF. The application data shall thereafter be uploaded by the SCSB in the web 

enabled interface of the Stock Exchanges as prescribed under circular issued by SEBI -

SEBI/CFD/DIL/DIP/38/2009/08/20 dated August 20, 2009 or in such manner as may be decided in consultation 

with the Stock Exchanges. The amount payable on application shall remain blocked in the ASBA Account until 

finalisation of the Basis of Allotment and consequent transfer of the amount against the allocated Equity Shares 

to the separate account opened by the Company for Rights Issue or until failure of the Issue or until rejection of 

the ASBA application, as the case may be. Once the basis of Allotment is finalized, the Registrar to the Issue 

shall send an appropriate request to the Controlling Branch for unblocking the relevant ASBA Accounts and for 

transferring the amount allocable to the successful ASBA Investors to the separate account opened by the 

Company for Rights Issue. In case of withdrawal/failure of the Issue, the blocked amount shall be unblocked on 

receipt of such information from the Registrar to the Issue. 

 

The Lead Manager, the Company, its directors, affiliates, associates and their respective directors and 

officers and the Registrar to the Issue shall not take any responsibility for acts, mistakes, errors, 

omissions and commissions etc. in relation to applications accepted by SCSBs, Applications uploaded by 

SCSBs, applications accepted but not uploaded by SCSBs or applications accepted and uploaded without 

blocking funds in the ASBA Accounts. It shall be presumed that for applications uploaded by SCSBs, the 

amount payable on application has been blocked in the relevant ASBA Account. 

 

Equity Shareholders who are eligible to apply under the ASBA Process: 

 

The option of applying for Equity Shares in the Issue through the ASBA Process is only available to Equity 

Shareholders of the Company on the Record Date and who: 

 

i. Are holding Equity Shares in dematerialized form and have applied towards their rights entitlements or 

additional shares in the Issue in dematerialized form; 

ii. Have not renounced their entitlements in full or in part; 

iii. Have not split the CAF; 

iv. Are not Renouncees; and 

v. Who apply through a bank account with one of the SCSBs. 

http://www.sebi.gov.in/pmd/scsb.pdf
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CAF 

The Registrar will dispatch the CAF to all Equity Shareholders as per their entitlement on the Record Date for 

the Issue. Equity Shareholders desiring to use the ASBA Process are required to submit their applications by 

selecting the ASBA Option in Part A of the CAF only. Application in electronic mode will only be available 

with such SCSB who provides such facility. The Equity Shareholder shall submit the CAF/plain paper 

application to the SCSB for authorising such SCSB to block an amount equivalent to the amount payable on the 

application in the said bank account maintained with the same SCSB. The Equity Shareholder shall submit the 

CAF to the SCSB for authorizing such SCSB to block an amount equivalent to the amount payable on the 

application in the said bank account maintained with the same SCSB. 

 

Equity Shareholders applying under the ASBA Process are also advised to ensure that the CAF is correctly 

filled up, stating therein the bank account number maintained with the SCSB in which an amount equivalent to 

the amount payable on application as stated in the CAF will be blocked by the.  

 

Application on Plain Paper 

 

An Equity Shareholder who has neither received the original CAF nor is in a position to obtain a duplicate CAF 

and wanting to apply under ASBA process may make an application to subscribe for the Issue on plain paper. 

The application on plain paper, duly signed by the applicants including joint holders, in the same order as per 

specimen recorded with the Company, must be submitted at a designated branch of a SCSB on or before the 

Issue Closing Date and should contain the following particulars: 

 

 Name of the Issuer, being Murudeshwar Ceramics Limited; 

 Name and address of the Eligible Equity Shareholder including joint holders; 

 Registered Folio Number / DP and Client ID no.; 

 Number of Equity Shares held as on Record Date; 

 Number of Rights Equity Shares entitled; 

 Number of Rights Equity Shares applied for; 

 Number of additional Rights Equity Shares applied for, if any; 

 Total number of Rights Equity Shares applied for; 

 Total amount paid at the rate of `  20 /- per Rights Equity Share ; 

 Separate cheques / DDs are to be attached for amounts to be paid for Rights Equity Shares; 

 Particulars of cheque / demand draft / Savings / Current Account Number and name and address of the 

bank where the Eligible Equity Shareholder will be depositing the refund order; 

 PAN of the Investor, and for each Investor in case of joint names, irrespective of the total value of the 

Rights Equity Shares applied for pursuant to the Issue; 

 Signature of the Rights Equity Shareholders to appear in the same sequence and order as they appear in the 

records of the Company. 

Please note that those who are making an application otherwise than on an original CAF shall not be entitled to 

renounce their rights and should not utilize the original CAF for any purpose including renunciation even if it is 

received subsequently. If the Investor violates any of these requirements, he / she shall face the risk of rejection 

of both the applications. Separate cheque / DDs are to be attached for amounts to be paid for Rights Equity 

Shares. The Company shall refund such application amount to the Investor without any interest thereon. 

 

Acceptance of the Issue 

 

You may accept the Issue and apply for the Equity Shares offered, either in full or in part, by filling Part A of 

the CAF sent by the Registrar, selecting the ASBA process option in Part A of the CAF and submit the same to 

the SCSB before the close of the banking hours on or before the Issue Closing Date or such extended time as 

may be specified by the Board of Directors of the Company in this regard. 

 

Mode of payment 

 

The Shareholder applying under the ASBA Process agrees to block the entire amount payable on application 

(including for additional Equity Shares, if any) with the submission of the CAF, by authorizing the SCSB to 

block an amount, equivalent to the amount payable on application, in a bank account maintained with the 

SCSB. After verifying that sufficient funds are available in the bank account provided in the CAF, the SCSB 
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shall block an amount equivalent to the amount payable on application mentioned in the CAF until it receives 

instructions from the Registrar. 

 

Upon receipt of intimation from the Registrar, the SCSBs shall transfer such amount as per Registrarôs 

instruction allocable to the Shareholders applying under the ASBA Process from bank account with the SCSB 

mentioned by the Shareholder in the CAF. This amount will be transferred in terms of the SEBI ICDR 

Regulations into the separate bank account maintained by the Company as per the provisions of section 73(3) of 

the Companies Act, 1956. The accounts names are óMurudeshwar Ceramics Limited -Rights Issue - ASBAô 

for Resident Eligible Equity Shareholders / Investors and óMurudeshwar Ceramics Limited -Rights Issue 

ï NR ï ASBA ô for Non-Resident Eligible Equity Shareholders / Investors. The balance amount remaining 

after the finalisation of the basis of allotment shall be either unblocked by the SCSBs or refunded to the 

investors by the Registrar on the basis of the instructions issued in this regard by the Registrar to the Issue and 

the Lead Manager to the respective SCSB. 

 

The Shareholders applying under the ASBA Process would be required to block the entire amount payable on 

their application at the time of the submission of the CAF. 

 

The SCSB may reject the application at the time of acceptance of CAF if the bank account with the SCSB 

details of which have been provided by the Shareholder in the CAF does not have sufficient funds equivalent to 

the amount payable on application mentioned in the CAF. Subsequent to the acceptance of the application by 

the SCSB, the Company would have a right to reject the application only on technical grounds. 

 

 

Options available to the Shareholder applying under the ASBA Process 
 

The  summary  of  options  available  to  the  Shareholders  is  presented  below.  You  may  exercise  any  of  

the  following options with regard to the Equity Shares offered, using the CAF received from Registrar: 

 

Sr. No. Option Available Action Required 

1. Accept whole or part of your entitlement 

without renouncing the balance. 

Fill  in  and  sign  Part  A  of  the  CAF  (All  joint  

holders  must 

sign) 

2. Accept   your   entitlement   in   full   and 

apply for additional Equity Shares 

Fill in and sign Part A of the CAF including Block III 

relating to  the  acceptance  of  entitlement  and  Block  

IV  relating  to additional Equity Shares (All joint 

holders must sign) 

 

The Shareholder applying under the ASBA Process will need to select the ASBA option process in the 

CAF and provide required details as mentioned therein. However, in cases where this option is not 

selected, but the CAF is tendered to the SCSB with the relevant details required under the ASBA process 

option and SCSB blocks the requisite amount, then that CAF would be treated as if the Shareholder has 

selected to apply through the ASBA process option. 
 

Additional Equity Shares 
The Equity Shareholder is eligible to apply for additional Equity Shares over and above the number of Equity 

Shares that he is entitled too, provided that he have applied for all the shares offered without renouncing them in 

whole or in part  in  favour of  any other person(s). Applications  for  additional  shares  shall  be  considered  

and  allotment  shall  be made  at  the  sole  discretion  of  the  Board,  in  consultation  with  the  Designated  

Stock  Exchange  and  in  the  manner prescribed under ñBasis of Allotmentò on page 116 of this  Letter of 

Offer. 

 

If  you  desire  to  apply  for  additional  shares,  please  indicate  your  requirement  in  the  place  provided  for  

additional Securities in Part A of the CAF. 

 



 

113 

 

Renunciation under the ASBA Process 
 

Renouncees cannot participate in the ASBA Process. 

 

Last date of Application 
The last date for submission of the duly filled in CAF is January 06, 2011. The Issue will be kept open for a 

minimum of 15 (fifteen) days and  the Board  or any committee  thereof will have the right to  extend  the said 

date for such period  as it  may determine  from  time  to  time  but  not  exceeding  30  (thirty)  days  from  the  

Issue  Opening  Date  i.e. January 20, 2011.  If the CAF together with the amount payable is not received by the 

SCSB on or before the close of banking hours on the aforesaid last date or such date as may be extended by the 

Board of Directors, the offer contained in this  Letter of Offer shall be deemed to have been declined and the 

Board of Directors shall be at liberty to dispose off the Equity Shares hereby offered, as provided under ñBasis 

of Allotmentò on page 116 of this  Letter of Offer. 

 

Option to receive Securities in Dematerialized Form 

SHAREHOLDERS  UNDER  THE  ASBA  PROCESS  MAY  PLEASE  NOTE  THAT  THE  EQUITY  

SHARES OF THE COMPANY UNDER THE ASBA PROCESS CAN ONLY BE ALLOTTED IN 

DEMATERIALIZED FORM AND TO THE SAME DEPOSITORY ACCOUNT IN WHICH THE 

EQUITY SHARES ARE BEING HELD ON RECORD DATE.  
 

Issuance of Intimation Letters 
Upon approval of the basis of Allotment by the Designated Stock Exchange, the Registrar to the Issue shall 

send the Controlling Branches, a list of the ASBA Investors who have been allocated Equity Shares in the Issue, 

along with: 

 

 The number of Equity Shares to be allotted against each successful ASBA; 

 The amount to be transferred from the ASBA Account to the separate account opened by the Company 

for Rights Issue, for each successful ASBA; 

 The  date  by which  the  funds  referred  to  in  para  above,  shall  be  transferred  to  separate  account  

opened  by the Company for Rights Issue; and 

 The details of rejected ASBAs, if any, along with reasons for rejection to enable SCSBs to unblock the 

respective ASBA Accounts. 

 

General instructions for Shareholders applying under the ASBA Process 

(a) Please read the instructions printed on the CAF carefully. 

(b) Application should be made on the printed CAF / plain paper and should be completed in all respects. 

The CAF found  incomplete  with  regard  to  any  of  the  particulars  required  to  be  given  therein,  

and  /  or  which  are  not completed in conformity with the terms of this  Letter of Offer are liable to 

be rejected. The CAF / plain paper application must be filled in English. 

(c) The CAF / plain paper application in the ASBA Process should be submitted at a Designated Branch of 

the SCSB and whose bank account details are provided in the CAF and not to the Bankers to the 

Issue/Collecting Banks (assuming that such Collecting Bank is not a SCSB), to the Company or 

Registrar or Lead Manager to the Issue. 

(d) All applicants, and in the case of application in joint names, each of the joint applicants, should 

mention his/her PAN number allotted under the Income-Tax Act, 1961, irrespective of the amount of 

the application. CAFs / plain paper application without PAN will be considered incomplete and are 

liable to be rejected. 

(e) All payments will be made by blocking the amount in the bank account maintained with the SCSB. 

Cash payment is not acceptable. In case payment is affected in contravention of this, the application 

may be deemed invalid and the application money will be refunded and no interest will be paid 

thereon. 

(f) Signatures should be either in English or Hindi or in any other language specified in the Eighth 

Schedule to the Constitution of India.  Thumb  impression  and  Signatures  other  than  in  English  or  

Hindi  must  be  attested  by  a Notary Public or a Special Executive Magistrate under his/her official 

seal. The Equity Shareholders must sign the CAF /plain paper application as per the specimen 

signature recorded with the Company / Depositories. 
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(g) In case of joint holders, all joint holders must sign the relevant part of the CAF / plain paper 

application in the same order and as per the specimen signature(s) recorded with the Company. In case 

of joint applicants, reference, if any, will be made in the first applicantôs name and all communication 

will be addressed to the first applicant. 

(h) All  communication  in  connection  with  application  for  the  Securities,  including  any  change  in  

address  of  the Equity Shareholders should be addressed to the Registrar to the Issue prior to the date 

of allotment in this Issue quoting the name of the first / sole applicant Shareholder, folio numbers and 

CAF number. 

(i) Only  the  person  or  persons  to  whom  Securities  have  been  offered  and  not  renouncee(s)  shall  

be  eligible  to participate under the ASBA process. 

Doôs: 
 

(a) Ensure that the ASBA Process option is selected in part A of the CAF and necessary details are filled 

in. In case of non-receipt of the CAF, the application can be made on plain paper with all necessary 

details as required under the para ñApplication on plain paperò appearing under the procedure for 

application under ASBA. 

(b) Ensure that you submit your application in physical mode only. Electronic mode is only available with 

certain SCSBs and not all SCSBs and you should ensure that your SCSB offers such facility to you. 

(c) Ensure that the details about your Depository Participant and beneficiary account are correct and the 

beneficiary account is activated as Equity Shares will be allotted in the dematerialized form only. 

(d) Ensure that the CAF / plain paper application is submitted at the SCSBs whose details of bank account 

have been provided in the CAF / plain paper application. 

(e) Ensure that you have mentioned the correct bank account number in the CAF / plain paper application. 

(f) Ensure that there are sufficient funds (equal to {number of Equity Shares applied for} X {Issue Price 

per Equity Shares as the case may be}] available in the bank account maintained with the SCSB 

mentioned in the CAF   /plain paper application before submitting the CAF to the respective 

Designated Branch of the SCSB. 

(g) Ensure  that  you  have  authorised  the  SCSB  for  blocking  funds  equivalent  to  the  total  amount  

payable  on application mentioned in the CAF / plain paper application, in the bank account 

maintained with the respective SCSB, of which details are provided in the CAF  / plain paper 

application and have signed the same. 

(h) Ensure  that  you  receive  an  acknowledgement  from  the  SCSB  for  your  submission  of  the  CAF   

/  plain  paper application in physical form. 

(i) Each applicant should mention their Permanent Account Number (ñPANò) allotted under the Income 
Tax Act. 

(j) Ensure that the name(s) given in the CAF / plain paper application is exactly the same as the name(s) 

in which the beneficiary account is held with the Depository Participant. In case the CAF is submitted 

in joint names, ensure that the beneficiary account is also held in same joint names and such names are 

in the same sequence in which they appear in the CAF / plain paper application. 

(k) Ensure that the Demographic Details are updated, true and correct, in all respects. 

 

Donôts: 

 

(a) Do not apply on duplicate CAF after you have submitted a CAF / plain paper application to a 

Designated Branch of the SCSB. 

(b) Do not pay the amount payable on application in cash, money order or by postal order. 

(c) Do not send your physical CAFs / plain paper application to the Lead Manager to Issue / Registrar / 

Collecting Banks (assuming that such Collecting Bank is not a SCSB) / to a branch of the SCSB which 

is not a Designated Branch of the SCSB / Company; instead submit the same to a Designated Branch 

of the SCSB only. 

(d) Do not submit the GIR number instead of the PAN as the application is liable to be rejected on this 

ground. 

(e) Do not instruct their respective banks to release the funds blocked under the ASBA Process. 
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Grounds for Technical Rejection for ASBA Process: 

 

In addition to the grounds listed under ñGrounds for Technical Rejectionò beginning on page 121 of this 

Letter of Offer, applications under ASBA Process may be rejected on following additional grounds: 

 

(a) Application for entitlements or additional shares in physical form. 

(b) DP ID and Client ID mentioned in CAF / plain paper application not matching with the DP ID and 

Client ID records available with the Registrar. 

(c) Sending CAF / plain paper application to the Lead Manager / Issuer / Registrar / Collecting Bank 

(assuming that such Collecting Bank is not a SCSB) / to a branch of a SCSB which is not a Designated 

Branch of the SCSB / Company. 

(d) Renouncee applying under the ASBA Process. 

(e) Insufficient funds are available with the SCSB for blocking the amount. 

(f) Funds  in  the  bank  account  with  the  SCSB  whose  details  are  mentioned  in  the  CAF  /  plain  

paper  application having been frozen pursuant to regulatory orders. 

(g) Account holder not signing the CAF / plain paper application or declaration mentioned therein. 

(h) Application on split form. 

 

Depository account and bank details for Shareholders applying under the ASBA Process 

 

IT  IS  MANDATORY  FOR  ALL  THE  SHAREHOLDERS  APPLYING  UNDER  THE  ASBA  

PROCESS  TO RECEIVE THEIR EQUITY SHARES IN DEMATERIALISED FORM. ALL 

SHAREHOLDERS APPLYING UNDER   THE  ASBA  PROCESS  SHOULD  MENTION  THEIR  

DEPOSITORY  PARTICIPANTôS  NAME, DEPOSITORY PARTICIPANT IDENTIFICATION 

NUMBER AND BENEFICIARY ACCOUNT NUMBER IN  THE  CAF  /  PLAIN  PAPER  

APPLICATION.  SHAREHOLDERS  APPLYING  UNDER  THE  ASBA PROCESS MUST EN SURE 

THAT THE NAME GIVEN IN THE CAF / PLAIN PAPER APPLICATION IS EXACTLY THE SAME 

AS THE NAME IN WHICH THE DEPOSITORY ACCOUNT IS HELD. IN CASE THE   CAF   /   

PLAIN   PAPER   APPLICATION   IS   SUBMITTED   IN   JOINT   NAMES,  IT   SHOULD   BE 

ENSURED THAT THE DEPOSITORY ACCOUNT IS ALSO HELD IN THE SAME JOINT NAMES 

AND ARE   IN   THE   SAME   SEQUENCE   IN   WHICH   THEY   APPEAR   IN   THE   CAF   /   

PLAIN   PAPER APPLICATION.  
 

 

Shareholders applying under the ASBA Process should note that on the basis of name of these 

Shareholders, Depository Participantôs name and identification number and beneficiary account number 

provided by them in the  CAF  /  plain  paper  application,  the  Registrar  to  the  Issue  will  obtain  from  

the  Depository  demographic details of these Shareholders such as address, bank account details for 

printing on refund orders / advice and occupation (ñDemographic Detailsò). Hence, Shareholders 

applying under the ASBA Process should carefully fill in their Depository Account details in the CAF / 

plain paper application. 
 

These Demographic Details would be used for all correspondence with such  Shareholders including mailing of 

the letters  intimating  unblock  of  bank  account  of  the  respective  Shareholder.  The  Demographic  Details  

given  by Shareholders in the CAF / plain paper application would not be used for any other purposes by the 

Registrar. Hence, Shareholders are advised to update their Demographic Details as provided to their Depository 

Participants. By signing the  CAF  /  plain  paper  application,  the  Shareholders  applying  under  the  ASBA  

Process  would  be  deemed  to  have authorised the Depositories to provide, upon request, to the Registrar to 

the Issue, the required Demographic Details as available on its records. 

 

Letters  intimating  allotment  and  unblocking  or  refund  (if  any)  would  be  mailed  at  the  address  of  

the Shareholder applying under the ASBA Process as per the Demographic Details received from the 

Depositories. Refunds, if any, will be made directly to the bank account in the SCSB and which details 

are provided in the CAF and not the bank account linked to the DP ID. Shareholders applying under the 

ASBA Process may note that  delivery  of  letters  intimating  unblocking  of  bank  account  may  get  

delayed  if  the  same  once  sent  to  the address  obtained  from  the  Depositories  are  returned  

undelivered.  In  such  an  event,  the  address  and  other details given by the Shareholder in the CAF / 

plain paper application would be used only to ensure dispatch of letters intimating unblocking of bank 

account. 
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Note that any such delay shall be at the sole risk of the Shareholders applying under the ASBA Process 

and none  of  the  SCSBs,  Company  or  the  Lead  Manager  shall  be  liable  to  compensate  the  

Shareholder  applying under the ASBA Process for any losses caused to such Shareholder due to any 

such delay or liable to pay any interest for such delay. 
 

In case no corresponding record is available with the Depositories that matches three parameters, namely, 

names of the Shareholders (including the order of names of joint holders), the DP ID and the beneficiary 

account number, then such applications are liable to be rejected. 

 

Disposal of Investor Grievances 
 

All grievances relating to the ASBA may be addressed to the Registrar to the Issue, with a copy to the SCSB, 

giving full  details  such  as  name,  address  of  the  applicant,  number  of  Equity  Shares  applied  for,  

Amount  blocked  on application, account number of the ASBA Bank Account and the Designated Branch or 

the collection centre of the SCSB where the CAF / plain paper application was submitted by the ASBA 

Investors. 

 

Last date of Application 

 

The last date for submission of the duly filled in CAF is January 6, 2011. The Issue will be kept open for 16 

days and the Board will have the right to extend the said date for such period as it may determine from time to 

time but not exceeding 30 days from the Issue Opening Date. 

 

If the CAF together with the amount payable is not received by the Bankers to the Issue / Registrar to the Issue 

on or before the closure of banking hours on the aforesaid last date or such date as may be extended by the 

Board, the offer contained in the  Letter of Offer shall be deemed to have been declined and the Board shall be 

at liberty to dispose off the Rights Equity Shares hereby offered, as provided in the paragraph titled ñBasis of 

Allotmentò on page 116 of this  Letter of Offer.  

 

INVESTORS MAY PLEASE NOTE THAT THE RIGHTS EQUITY SHARES CAN BE TRADED ON 

THE STOCK EXCHANGES ONLY IN DEMATERIALIZED FORM.  

 

Basis of Allotment 

 

Subject to the provisions contained in the  Letter of Offer, the Articles of Association of the Company and the 

approval of the Designated Stock Exchange, the Board will proceed to allot the Rights Equity Shares in the 

following order of priority: 

 

(a) Full allotment to those Rights Equity Shareholders who have applied for their Rights Entitlement either in 

full or in part and also to the Renouncee(s) who has / have applied for Rights Equity Shares renounced in 

their favour, in full or in part. 

 

(b) Allotment to the Eligible Equity Shareholders who having applied for all the Rights Equity Shares offered 

to them as part of the Issue and have also applied for additional Rights Equity Shares. The allotment of 

such additional Rights Equity Shares will be made as far as possible on an equitable basis having due 

regard to the number of Equity Shares held by them on the Record Date, provided there is an under-

subscribed portion after making full allotment in (a) and (b) above. The allotment of such additional Rights 

Equity Shares will be at the sole discretion of the Board in consultation with the Designated Stock 

Exchange, as a part of the Issue and not preferential allotment. 

 

(c) Al lotment to Renouncees who having applied for all the Rights Equity Shares renounced in their favour, 

have applied for additional Rights Equity Shares provided there is surplus available after making full 

allotment under (a), (b) and (c) above. The allotment of such Rights Equity Shares will be on a 

proportionate basis at the sole discretion of the Board in consultation with the Designated Stock Exchange, 

as a part of the Issue and not preferential allotment. 

 

(d) Allotment to any other person as the Board may in its absolute discretion deem fit provided there is surplus 

available after making full allotment under (a), (b), (c) and (d) above. 
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After taking into account allotment to be made under (a) and (b) above, if there is any unsubscribed portion, the 

same shall be deemed to be óunsubscribedô for the purpose of regulation 3(1)(b) of the Takeover Code which 

would be available for allocation under (c), (d) and (e) above.  

 

After considering the above Allotment, any additional Rights Equity Shares shall be disposed off by the Board, 

in such manner as they think most beneficial to the Company and the decision of the Board in this regard shall 

be final and binding. In the event of oversubscription, Allotment will be made within the overall size of the 

Issue. 

  

The Company expects to complete the allotment of Equity Shares within a period of 15 days from the date of 

closure of the Issue in accordance with the listing agreement with the BSE and NSE.  In case of delay in 

allotment the Company shall, as stipulated under Section 73(2A) of the Act, be required to pay interest on the 

same at a rate of 15 per cent p.a.  

 

Allotment / Refund 

 

The Company will issue and dispatch letter of allotment / share certificates / demat credit and / or letters of 

regret along with refund orders or credit the allotted Rights Equity Shares to the respective beneficiary accounts, 

if any, within a period of fifteen (15) days from the Issue Closing Date. If such money is not repaid within eight 

days from the day the Company becomes liable to pay it, the Company shall pay that money with interest as 

stipulated under Section 73 of the Companies Act. 

 

Investors residing in the 68 cities specified by SEBI pursuant to its circular dated February 1, 2008, will get 

refunds through ECS (Electronic Clearing Service) only except where Investors are otherwise disclosed as 

applicable / eligible to get refunds through direct credit and RTGS provided the MICR details are recorded with 

the Depositories or the Company. 

 

In case of those Investors who have opted to receive the Rights Equity Shares in dematerialized form using 

electronic credit under the depository system, an advice regarding their credit of the Rights Equity Shares shall 

be given separately. Investors to whom refunds are made through electronic transfer of funds will be sent a 

letter through certificate of posting intimating them about the mode of credit of refund within a period of fifteen 

(15) days from the Issue Closing Date. 

 

In case of those Investors who have opted to receive the Rights Equity Shares in physical form, the Company 

will issue the corresponding share certificates under Section 113 of the Companies Act or other applicable 

provisions, if any. 

 

In case of ASBA Investors, the Registrar to the Issue shall instruct the SCSBs to unblock the funds in the 

relevant ASBA Account to the extent of the refund to be made within 15 days of the Issue Closing Date. 

 

Any refund order exceeding `  1,500 would be sent by registered post / speed post to the sole / first Investorôs 

registered address. Refund orders up to the value of `  1,500 would be sent under certificate of posting. Such 

refund orders would be payable at par at all places where the applications were originally accepted. The same 

would be marked óAccount Payee onlyô and would be drawn in favour of the sole / first Investor. Adequate 

funds would be made available to the Registrar to the Issue for this purpose. 

 

Payment of Refund 

 

Mode of making refunds 

 

The payment of refund, if any, would be done through various modes in the following order of preference: 

 

1. ECS (Electronic Clearing Service) ï Payment of refund would be done through ECS for Investors having 

an account at any centre where such facility has been made available. This mode of payment of refunds 

would be subject to availability of complete bank account details including the MICR code as appearing on 

a cheque leaf, from the Depositories. The payment of refunds is mandatory for Investors having a bank 

account at the centers where ECS facility has been made available by the RBI (subject to availability of all 

information for crediting the refund through ECS), except where the Investor, being eligible, opts to receive 

refund through NEFT, direct credit or RTGS. 
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The list of banks who have been notified by SEBI to act as SCSB for the ASBA Process are provided on 

http://www.sebi.gov.in/pmd/scsb.html. For details on designated branches of SCSB collecting the CAF, 

please refer the above mentioned SEBI link. 

 

2. NEFT (National Electronic Fund Transfer) ï Payment of refund shall be undertaken through NEFT 

wherever the Investorsô bank has been assigned the Indian Financial System Code (IFSC), which can be 

linked to a Magnetic Ink Character Recognition (MICR), if any, available to that particular bank branch. 

IFSC Code will be obtained from the website of RBI as on a date immediately prior to the date of payment 

of refund, duly mapped with MICR numbers. Wherever the Investors have registered their nine digit MICR 

number and their bank account number while opening and operating the demat account, the same will be 

duly mapped with the IFSC Code of that particular bank branch and the payment of refund will be made to 

the Investors through this method. The Company in consultation with the Lead Manager may decide to use 

NEFT as a mode of making refunds. The process flow in respect of refunds by way of NEFT is at an 

evolving stage and hence use of NEFT is subject to operational feasibility, cost and process efficiency. In 

the event that NEFT is not operationally feasible, the payment of refunds would be made through any one 

of the other modes as discussed herein. 

 

3. Direct Credit ï Investors having bank accounts with the Bankers to the Issue shall be eligible to receive 

refunds through direct credit. Charges, if any, levied by the relevant bank(s) for the same would be borne by 

the Company. 

 

4. RTGS (Real Time Gross Settlement) ï Investors having a bank account at any of the centres where such 

facility has been made available and whose refund amount exceeds `  1 lakh, have the option to receive 

refund through RTGS. Such eligible Investors who indicate their preference to receive refund through 

RTGS are required to provide the IFSC code in the CAF. In the event the same is not provided, refund shall 

be made through ECS. Charges, if any, levied by the Refund Bank(s) for the same would be borne by the 

Company. Charges, if any, levied by the Investorsô bank receiving the credit would be borne by the 

Investor. 

 

5. For all other Investors, including those who have not updated their bank particulars with the MICR code, 

the refund orders will be dispatched under certificate of posting for value up to `  1,500 and through speed 

post / registered post for refund orders of `  1,500 and above. Such refunds will be made by cheques, pay 

orders or demand drafts drawn in favour of the sole / first Investor and payable at par. 

 

Printing of Bank Particulars on Refund Orders 

 

As a matter of precaution against possible fraudulent encashment of refund orders due to loss or misplacement, 

the particulars of the Investorôs bank account are mandatorily required to be given for printing on the refund 

orders. Bank account particulars will be printed on the refund orders/refund warrants which can then be 

deposited only in the account specified. The Company will in no way be responsible if any loss occurs through 

these instruments falling into improper hands either through forgery or fraud. 

 

Allotment advice / Share Certificates / Demat Credit 

 

Allotment advice / share certificates / demat credit will be dispatched to the registered address of the first named 

Investor or respective beneficiary accounts will be credited within 15 (fifteen) days, from the Issue Closing 

Date. 

 

Option to receive the Rights Equity Shares in Dematerialized Form 

 

The Investors have an option to get the Rights Equity Shares in physical or demat form. 

 

The Company has signed a tripartite agreement dated April 17, 2008 with NSDL and the Registrar to the 

Company and a tripartite agreement dated April 24, 2008 with CDSL and the Registrar to the Company,  which 

enables the Equity Shareholders to hold and trade in Equity Shares in a dematerialized form, instead of holding 

the Equity Shares in the form of physical certificates 
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In this Issue, the allottees who have opted for the Rights Equity Shares in dematerialized form will receive the 

Rights Equity Shares in the form of an electronic credit to their beneficiary account with a Depository 

Participant. The CAF shall contain a space for indicating the number of Rights Equity Shares applied for in 

demat and physical from or both. Investors will have to give the relevant particulars for this purpose 

appropriately in the CAF. Applications, which do not accurately contain this information, will be given the 

Rights Equity Shares in physical form. No separate applications for Rights Equity Shares in physical and / or 

dematerialized form should be made. If such applications are made, the application for physical Rights Equity 

Shares will be liable to be rejected. 

 

The Rights Equity Shares will be listed on the BSE and NSE. 

 

The procedure for availing of the facility for allotment of the Rights Equity Shares in this Issue in the electronic 

form is as under: 

 

 Open a beneficiary account with any Depository Participant (care should be taken that the beneficiary 

account should carry the name of the holder in the same manner as is exhibited in the records of the 

Company. In the case of joint holding, the beneficiary account should be opened carrying the names of the 

holders in the same order as with the Company). In case of Investors having various folios in the Company 

with different joint holders, the Investors will have to open separate accounts for such holdings. Those 

Investors who have already opened such beneficiary account (s) need not adhere to this step. 

 

 For the Eligible Equity Shareholders already holding Equity Shares of the Company in dematerialized form 

as on the Record Date, the beneficial account number shall be printed on the CAF. For those who open 

accounts later or those who change their accounts and wish to receive their Rights Equity Shares pursuant 

to this Issue by way of credit to such account, the necessary details of their beneficiary account should be 

filled in the space provided in the CAF. It may be noted that the allotment of Rights Equity Shares arising 

out of this Issue may be made in dematerialized form even if the original Equity Shares of the Company are 

not dematerialized. Nonetheless, it should be ensured that the Depository Account is in the name(s) of the 

Equity Shareholders and the names are in the same order as in the records of the Company. 

 

 Responsibility for correctness of information (including Investorôs age and other details) filled in the CAF 

vis-à-vis such information with the Investorôs depository participant, would rest with the Investor. Investors 

should ensure that the names of the Investors and the order in which they appear in the CAF should be the 

same as registered with the Investorôs Depository Participant. 

 

 Equity Share allotted to an Applicant in the electronic account form will be credited directly to the 

Applicantôs respective beneficiary account(s) with depository participant. 

 

 Applicants should ensure that the names of the Applicants and the order in which they appear in the CAF 

should be the same as registered with the Applicantôs depository participant. 

 

 Non-transferable allotment advice/refund orders will be directly sent to the Applicant by the Registrar to 

this Issue. 

 

 If incomplete / incorrect beneficiary account details are given in the CAF the Investor will get the Rights 

Equity Shares in physical form. 

 

 The Rights Equity Shares pursuant to this Issue allotted to Investors opting for dematerialized form, would 

be directly credited to the beneficiary account as given in the CAF after verification. Allotment advice, 

refund order (if any) would be sent directly to the Investor by the Registrar to the Issue but the Investorôs 

depository participant will provide to him the confirmation of the credit of such Securities to the Investorôs 

depository account. 

 

 Renouncees will also have to provide the necessary details about their beneficiary account for allotment of 

Rights Equity Shares in this Issue. In case these details are incomplete or incorrect, the application is liable 

to be rejected. 

 

 It may be noted that Equity Shares in electronic form can be traded only on the Stock Exchanges having 
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electronic connectivity with NSDL or CDSL. 

 

 Dividend or other benefits with respect to the Equity Shares held in dematerialized form would be paid to 

those Equity Shareholders whose names appear in the list of beneficial owners given by the Depository 

Participant to the Company as on the date of the book closure. 

 

General instructions for Investors 

 

(a) Please read the instructions printed on the enclosed CAF carefully. 

 

(b) Applications should be made on the printed CAF, provided by the Company and should be completed in all 

respects. The CAF found incomplete with regard to any of the particulars required to be given therein, and / 

or which are not completed in conformity with the terms of the  Letter of Offer are liable to be rejected and 

the money paid, if any, in respect thereof will be refunded without interest and after deduction of bank 

commission and other charges, if any. The CAF must be filled in English and the names of all the Investors, 

details of occupation, address, fatherôs / husbandôs name must be filled in block letters. 

 

(c) The CAF together with the cheque / demand draft should be sent to the Bankers to the Issue / Collecting 

Banks or to the Registrar to the Issue and not to the Company or the Lead Manager to the Issue. Investors 

residing at places other than cities where the branches of the Bankers to the Issue have been authorised by 

the Company for collecting applications, will have to make payment by Demand Draft payable at Bangalore 

of an amount net of bank and postal charges and send their application forms to the Registrar to the Issue by 

Registered Post. If any portion of the CAF is / are detached or separated, such application is liable to be 

rejected. 

 

(d) Applications for any value made by the Investor, or in the case of joint names, each of the joint Investors, 

should mention his / her Permanent Account Number allotted under the Income-Tax Act, 1961, irrespective 

of the amount of the application. CAFs without PAN will be considered incomplete and are liable to be 

rejected. 

 

(e) Investors are advised that it is mandatory to provide information as to their savings / current account 

number and the name of the bank with whom such account is held in the CAF to enable the Registrar to the 

Issue to print the said details in the refund orders, if any, after the names of the payees. Applications not 

containing such details are liable to be rejected. For Eligible Equity Shareholders holding Equity Shares in 

dematerialized form, such bank details will be drawn from the demographic details of the Eligible Equity 

Shareholder in the records of the Depository. 

 

(f) All payments should be made by cheque / DD only. Cash payment is not acceptable. In case payment is 

affected in contravention of this, the application may be deemed invalid and the application money will be 

refunded and no interest will be paid thereon. 

 

(g) Signatures should be either in English or Hindi or in any other language specified in the Eighth Schedule to 

the Constitution of India. Signatures other than in English or Hindi and thumb impression must be attested 

by a Notary Public or a Special Executive Magistrate under his/her official seal. The Eligible Equity 

Shareholders must sign the CAF as per the specimen signature recorded with the Company or the 

Depositories. 

 

(h) In case of an application under power of attorney or by a body corporate or by a society, a certified true 

copy of the relevant power of attorney or relevant resolution or authority to the signatory to make the 

relevant investment under this Issue and to sign the application and a copy of the memorandum and articles 

of association and / or bye laws of such body corporate or society must be lodged with the Registrar to the 

Issue giving reference to the serial number of the CAF and folio numbers / DP ID and Client ID Number. In 

case the above referred documents are already registered with the Company, the same need not be furnished 

again. In case these papers are sent to any other entity besides the Registrar to the Issue or are sent after the 

Issue Closing Date, then the application is liable to be rejected. In no case should these papers be attached 

to the application submitted to the Bankers to the Issue. 

 

(i) In case of joint holders, all joint holders must sign the relevant part of the CAF in the same order and as per 

the specimen signature(s) recorded with the Company. Further, in case of joint Investors who are 




