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SECTION | i 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
Companies Act
Copyright Act
CCPS

Depository

Depositories Act

Financial Year/Fiscal

IT Act
Indian GAAP

Industrial Policy

Listing Agreement

QIBs
RupeedRs/ "
SEBI Act

SEBI Regulations

Takeover Code

Trademarks Act

Weights & Measures Act

Issue Related Terms
Term
Allottee(s)

Allotment/Allotted

ASBA/Application

Supported by BIocke(.

Description

The Companies Act, 1956, as amended
The Copyright At, 1955, as amended
Cumulative Convertible Preference Shares

A depository registered with SEBI under the SEBI (Depository
Participant) Regulations, 1996, as amended from time to time.

The Depositogs Act, 1996, as amended from time to time.

The period of 12 months beginning April 1 and ending March 31 of
particular year, unless otherwise stated

The Income Tax Act, 1961, as amended
The generally accepted accounting principles in India

The industrial policy and guidelines issued by the Ministry of Indus
Gol

The equity listing agreements signed between the Company an
Stok Exchanges

Quialified institutional buyers (as defined in SEBI Regulations)
The lawful currency of India
The Securities and Exchange Board of India Act, 1992, as amende(

The Sectities and Exchange Board of India (Issue of Capital
Disclosure Requirements) Regulations, 2009, as amended

The Securities and Exchange Board of India (Substantial Acquisitic
Shares and Takeovers) Regulations, 1997, as@aden

The Trademarks Act, 1999

The Standard of Weights & Measures Act , 1976 as amended

Description
The successful applicant(s) eligible for Allotment of RgylEquity
Shares pursuant to the Issue

Unless the context otherwise requires, the allotment of Rights Ei
Shares pursuant to the Issue to the Allottees

The application (whetliephysical or electronic) used by a sharehol

to make an application authorizing the SCSB to block the am



Term
Amount

ASBA Investor

Bankers to the Issue

Business Day

Composite
Form/CAF

Consolidated Certificate

Controlling Branches

Designated Branches

Designated Stock
Exchange/DSE

Eligible Equity
Shareholder(s)

Issue

Issue Closing Date
Issue Opening Date
Issue Price

Issue Proceeds

Investor(s)

Lead Manager(s)

Letter of Offer

Application :

Description
payable on application in their specified bank account

An applicant who;

a) holds the shares die Companyin dematerializd form as on the
record date and has applied for entitlements and / or additional she
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 ®@t5Bs.

The bankers to the Issue beifigis BankLimited

Any day, other than Saturday or Sunday, on which commercial b
are open for business

The form used by an Imstor to make an application for allotment
Rights Equity Shares pursuant to Issue

In case of holding of Rights Equity Shares in physical fothg
Companywould issue one certificate for the Rights Equity She
allotted to one folio

Such branches of the SCSBs which coordinate applications unde
Issue by the ASBA Investors with the Registrar to the Issue anc
Stock Exchanges and a list of which is available at ht
www.sebi.gov.in

Such branches of the SCSBs which shall collect CAF from AS
investor and a list of which is available on http:// www.sebi.gov.in

BSE

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

The issueof 17,501,961Equity Shares of 10/ each for cash at :
premium of 10/ per Equity Share aggregating t3,500.39 Lakhs to
the Eligible Equity Shareholders on rights basis in the ratiOrefNew
Rights Equity Share for ever@ne Equity Shareheld as on the Recor
Date, i.e.October 20, 2010

January 6, 2011
December 222010
* 20per Equity Share

The moniesreceived bythe Companypursuant to the Rights Equit
Shares which are Allotted pursuant to the Issue

The Equity Shareholders dhe Companyon the Record Date i.e
October 20, 2010Renouncees and any other persons eligible
subgribe to the Issue

Karvy Investor Services Limited
The Letter of Offer dated December 8, 2010Giled with the Stock

Exchanges after incorporating SEBI comments on the Dmter of
Offer




Term
Record Date
Registrar to the Issue

Renouncee(s)

Rights Entitlement

Rights Equity Shares

SAF(s)

Self Certified Syndicate :

Bank or SCSB

Stock Exchange(s)

Description
October 20, 2010
Canbank Computer Services Limited

Any person(s) who have/has acquired Rights Entitlements from Eli
Equity Shareholders

The number of Rights Equity Sharést an Eligible Equity Shareholde
is entitled to in proportion to his/ her shareholding in the Company ¢
the Record Date

The equity shares of face valud0 each of the Company offered and
be issued and allotted pursiido the Issue

Split Application Form(s)

The banks which are registered with SEBI under the SEBI (Banke
an Issue) Regulations, 1994 and offers services of ASBA, inclu
blocking of bak account and a list of which is available on httj

www.sebi.gov.in

The BSE and the NSE where the Equity Shares of the Compan

presently listed and traded

Company and Industry Related Terms
Term

AMCLO or it he C
Companyo or 0 .

Articles/Articles of Association/AcA

Auditor

Board / Board of Direcis

Compliance Officer and Compar :

Secretary
Director(s)

Equity Share(s)

Kiln

Memorandum/Memorandum C:

Association

Promoter(s)

Promote Group

Description

Murudeshwar Ceramics Limited, a public limited compe
incorporated under the provisions of the Companies Act, havin
registered office at Murudeshwar Blaay Gokul Road, Hubli
580030, India

Articles of Association of the Company

Statutory Auditors of the Company, namely, M A Narasimhar
Co., Chartered Accountants

The board of directors of the Company or a committee thereof

Mr. Lakshmisha Babu. S

Any or all director(s) of the Company, as the context may requi
The eaity share(s) of the Company having a face value &b,
inter alia including such equity shares of the Company outstar
and fully-paid up, as on the Record Date, unless othen
specified in the context thereof

A furnace for firing/burnig/drying bricks or ceramic ware
Memorandum of Association of the Company

Any or all of the promoter(s) of the Company, as defined in
SEBI Regulations and as the context may require

The Promoter Group ofhe Companyas defined in the SEB
iii


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

Term

Registered Office

SCMD

Abbreviations

Term
AGM

AS
BSE
CAF
CAGR
CDSL
CFO
DP
EBIDTA
ECS
EGM
EPS
FDI
FICS

FEMA

Fl

Fli(s)

FICOG
FIPB
FY
GDP
Gol

HRD

Description
Regulations

The registered office of the Company located at Murudest
Bhavan, Gokul Road, Huhili 580 030, India

Standard Cubic Meters per Day

Description
Annual General Meeting

Accounting Standards, as issued by the ICAI

The Bombay Stock Exchange Limited

Composite Application Form

Compounded Annual Growth Rate

Central Depository Services (India) Limited

Chief Financial Officer

Depository Participant

Earnings Before Interest, Depreciation, Taxes & Amortizatio
Electronic Clearing Service

Extraordinary General Meeting

Earnings per share

Foreign Direct Investment

Fellow of International Collegef Surgeons

Foreign Exchange Management Act, 1999, as amended an
circulars, naotifications, ruleand regulations issued pursuant
the provisions thereof

Financial Institution

Foreign Institutional Investors registered with SEBI un
applicable laws

Fellow of Indian College of Obstetrician and Gynecologist
Foreign Investment Promotion Board

Financial Year ended

Gross Domestic Product

Government of India

Human Resource Development

iv
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Term
HUF

ICAI
ISIN
ITAT
MBBS
MD
MICR
MoU
MVA
MTPA/ M.T p.a.
N.A.
NAV
NEFT
NR

NRI(s)

NSDL
NSE
OCB(s)

Ols.
PAN
RBI
RoC
RTGS
SEBI
STT

Sq. Mtrs./ sq. mtrs
TPA

USD or US$
VAT

w.e.f.

Description
Hindu Undivided Family

Institute of Chartered Accountants of India
International Securities Identification Number
Income Tax Appellate Tribunal

The Bachelor of Medicine and Surgery
Doctor of Medicine

Magnetic Ink Character Recognition
Memorandum of Understanding

Mega Volt Amperes

Metric Tonnes Per Annum

Not Applicable

Net asset value

National Electronic Fund Transfer

Non Resident

Non Resident Indians, as defined in the Foreign Exch¢

Management (Deposit) Regulatio2§00, as amended

National Securities Depository Limited
The National Stock Exchange of India Limited

Overseas Corporate Body(ies)

Outstanding

Permanent Account Number

Reserve Bankf India

Registrar of Companies, Karnataka, located at Bangalore
Real time gross settlement

Securities and Exchange Board of India

Securities Transaction Tax

Square Meters

Tonne per annum
United States Dollar
Value Added Tax

With effect from




PRESENTATION OF FINANCIAL INFORMATION AND USE OF MARKET DATA

Unless stated otherwise, the financial information and data ihettier of Offeri s deri ved from t he
audited financi al statements and has been prepared i
fiscal year commences on April hichends on March 31 of the following calendar year, so all refer¢oces

particular fiscal year are to the twelmnth 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. Indi@AAP differs significantly in certain respects from IFRS and US GAAP.

Neither the information set forth itme financial statements nor the format in which it is presented should be
viewed as comparable to information prepared in accordance with IFR%y aceounting principles other than

principles specified in the Indian Accounting Standards. Inltatser of Offer any discrepancies in any table

between the total and the sums of the amounts listed are due to reaffdangd unless otherwise spectfieall

financial numbers in parenthesis represent negative figures.

Currency of Presentation

Al references t o [Betten dfiO#edarectmthet Republie df Indian Allt réfdresices to
ORupeeso, oOfilaNRO toor Ifin d ficelncurrencypod thesRepublit &f Indiaf In thistter of

Offer, references to the singular also refers to the plural and one gender also refers to any other gender,
wherever applicabl e, and the words O6Lalkhdimid |l fiba®g m@
10, 000 | akhso means a dAbilliono.
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FORWARD LOOKING STATEMENTS

The Company has included statements in tleider of Offerwhi ch contain words or phra
Awill o, fiai mo, Abel i eveo, i eepse dtna,t ed wi IAli ntentddnudd
Afutureo, fobj ectiveo, fifgoal o, Aiprojecto, Ashoul do,
expressions, that are or may be deemed to be forward looking statements.

All forward looking statementare subject to risks, uncertainties and assumptions about the Company that could
cause actual results to differ materially from those contemplated by the relevant fwekand statement.
Actual results may differ materially from those suggested byfaheard looking statements due to risks or
uncertainties associated with its expectations with respect to, but not limited to, factors affecting:

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

e The Co mp a nyyte meetiitsmsalstantial working capital requirements or maintain its existing
credit facilities;

e Indian governmental policies regarding the tile industry, various duties and taxes, the monetary and
interest rate policies and other policies affectilgCompangg s busi nes s ;

e¢ The Companyds inability to meet the consistent g
customer preferences;

e 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 antimpdts business

activities;

Its ability to attract and retain qualified personnel;

e Any adverse outcome in legal proceedings in which the Company, the Promoters and Group Entities,
Directors or key managerial personnel may be involved;

e The monetary anfiscal policies of India;

e Unanticipated turbulence in interest rates; and

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

For a further di scussion of f a aesuits te differhdetse eferud tlile c au s e
section entitledi Ri s k  Flaegirtningorspageviii of this Letter of Offer By their nature, certain market

risk disclosures are only estimates and could be materially different from what actually occursifartheds a

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

Neither the Companynor the Lead Manager(s) nor any of their respective affiliates or advisors have any
obligation to update or otherwise rexiany 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 !/ She €anmpanygnd cehdaMagages(®) wilk ensune ithate me nt s
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 Il - RISK FACTORS

An investment in equity and égurelated securities involves a high degree of risk. You should carefully
consider all of the information in thisetter of Offer including the risks and uncertainties described below,
before making an investment. If any of the following risks actwatyr, 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 pa
particular attention to the fact that the Company is governed in India by a legal and regulatory environment
which in some materi al respects may be different fro
actual results could differ materigllfrom those anticipated in these forwdabking statements as a result of
certain factors, including the considerations described below and elsewhere lietigis of Offer The financial

and other implications of material impact of risks concerned rexter 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 dahined 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 qualeitiinstead of quantitatively.

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

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.

Financial

Brief Facts and Status . .
implications

Nature | Complainant Accused

Nil

b. Proceedings initiated against the PromotersDirectors (Indivi duals and Corporate)

Dr R.N. Shetty and Mr. Sunil R. Shetty, Directors and Promatktee Company are party to certain criminal
proceedings:

I\Sll' Nature | Complainant | Accused Brief Facts and Status .Fm.anqlal
0. implications
1. Criminal | Kanara MFEL and| Mr. R.N. Shetty, was a director on the board Not
District its Directors | Murudeshwar Food and Exports Limit§ ascertainablg
Central Co (MFEL). It was alleged that MFEL ha
operative defaulted in repayment of the loa
Bank Consequently, the complainant has filed
private criminal complaint against MFEL ar]
its directors. The matter is pendiy
adjudication.
2. | Criminal | Vijaya Bank | MFEL and| Mr. R.N. Shetty was a director on the board Not

its Directors

Murudeshwar Food and Exports Limite
(MFEL). It was alleged that MFEL ha
defaulted in repayment of certain loaf
Consequently, the complainant has filed
private criminal complaint against MFEL ar,
its directors. The matter is pendin

adjudication.

ascertainable
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ol Nature | Complainant | Accused Brief Facts and Status : Fmanqal
No. implications
3. | Criminal | The M/s. RNS| Mr. R.N. Shetty, is a director of Navee Not
Karnataka Residency, | Hotels Limited (NHL).It is alleged that NHL| ascertainablg
State a unit of| had failed to obtain requisite consents from
Pollution Naveen Karnataka State Pollution Control BoarcheT]
Control Hotels Petitioner thereby filed a private complai
Board Limited against the Respondent.The matter is pen
adjudication.
4. Criminal | The M/s.  Fire| Mr. Sunil R. Shetty, is director of Fire Bricks Not
Karnataka Bricks and| and Potteries Private Limited (FBPPL). It| ascertainablg
State Potteries alleged that FBPPL had constructed
Pollution Private residential apartment and hotel complex
Control Limited Yeshwanthpur without obtaining requisi
Board consents from The Karnataka State Pollut
Control Board The mater is pending
adjudication.
c. Proceedings initiated by the Company
NS L Nature | Complainant Accused Brief Facts and Status . Fln_anc_lal
0. implications
Nil
d. Proceedings initiated by the PromoterfDirectors (Individuals and Corporates)
NS . Nature | Complainant Accused Brief Facts and Status . Fln_anqlal
0. 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 imp#et aranagement of the Company. For further
details please refer to section titlédL e g a | and Ot h eaginningydnpage &beot thisd_ettér of

Offer.

Failure to restore higher limits of natural gas allocation will adversely affect the businessrations of the
Company

The demand for natural gastath e C o nKpraikalyrét Bas been on increase. The government has reduced

the natural gaallocationfor the Companyrom 24,000 SCMD to 1600 SCMD. TheCompany hasoughtfor

restoration of thdigher allocatiorimits vide its application dated July 4, 200&h Ministry of Petroleum and

Natural Gaof Government of IndiaHowever, the government is yet to grant testoration othe said higher

limits. The failure torestoe the higher limitsof natural gas allocatiomwill adversdy impactt he Companyo6s
operationsfinancial condition and profitability

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

The power and fuel cost accded for 21.25% to the operational incomén FY 200910. There are different
types of fuels used in the manufacturing process Migh Speed Diesel/ Light Diesel Oil / Natural Gas / LPG/
Coal etc.Power and Fuelbeingone of the majoheads ofexpenditue, the Company is continuously taking
efforts to reduce the same by modifying kilnstatHubli unit from LPG fired kilns to coal gas fired kilns. i§h
aidsthe Company teeduce the cost of fusignificantly at the Hubli unit. However, any increase jpower and
fuel costsin the future or lack of availability of fuel &vorablecostswill affect the business operations of the
Company

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 manufact@tamedCeramicTiles, Glazed and
Unglazed Vitrified Tiles andsranite Slabs. For the Vitrified and Ceramic tiles, the Company has beentabl
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utilize 46% of its existing installed capacity and 32% with respect to granite slabg #00910. Since the use

of production capacity is subject to several variables like availability of raw material, power, water, proper
working of machinery, orgrs 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 adversefgcafthe business, results of operations and
financial condition.

The Object of the Issue is to repayrepay the term loans and working capital loans thfe Company. The

levy of prepayment penalés, if anyywoul d i mpact t he Co mp.aorthdr ss tHei nanci a

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
delt outstanding on the books of the CompalRgr further details, se@ Obj ect s 0 6n pagh Bof | ssue
this Letter of Offer

The Company has availed term loans and working capital loans from various banks and financial institutions.
The amount outstaimy under these facilities as l[dbvember30, 2010 was 16,33352 lakhs. The Company
proposes to repay / ppay a part of the following loans outstanding asNmvember30, 2010 within a period

of one year from the date of receipt of the Rights Issueqads.These representl54% of the total
indebtedness.

(" in Lakhs)
Name of the Bank Balance O/s as oiNovember 30, 2010
Canara Bank 3,66350
State Bank of India 2,727.0
Bank of Baroda 1,352.40
Lakshmi Vilas Bank 19524
Indian Bank 51373
Total 8,45187

The repayment / prepayment of these loans attract an additional cost calculated as a percentage of the
outstanding amount of loan to be repaid / prepaidtase of thé&tate Bank of Indighe prepayment penalty is

1% in case of prpayment amont exceeds 50 l&khs For Bank ofbaroda:as applicable.While for atherbanks

there is no mention about ppayment 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 ofppeey me n t penalties, i f any, 'Xo]

financial condition.

Also, as theCompaly 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.

The Company has incurreé loss for the year ending March 31, 201There can be no assurance that the
Company would not incur losses in future.

The Company has incurred a loss 01,576.91 lakhs for the year endbthrch 31, 2010 after providing for
depreciation of 2,466.24lakhs and Interest of 2,446.30 lakhs respectively. The operating profit (before
Interest and Depreciatiomf the Companystood att 3, 335. 63 | ak hs, representing
turnover for the financial year ended March 31, 20Itis is maity 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 fromubedrsofy

2010611 and the company has also improved its performandeeportegrofit before taxof * 132.54 l&hsfor
thesalesof * 3890.42 laks after providing Interest 6f 529.78 laks and depreciation 6f628.16 laksfor the

first quarter endedune30, 2010.

Further, there can be no assurance that the Company would not incur losses in future.

X
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10.

A portion of thePromoter Grou s s hares have been pledged.

In order to secure the credit facilities availed by the Company for the working capitakneent, certain
members of the Promoter Group of the Company had pletig#0,000shares representint0.86% of the

Companyds equity shar eleteaopOfferdnlocation of the saitd plesigedvautdeesuti f  t h i

in a substantial reductin o f the Promoter and Promoter Groupods
details relating to the shares pledged by the Promoter and Promoter Group, please refer to tlie Gextipm t a |
St r u c begimnimgon pagell of this Letter of Offer Thereare no additional terms and conditions by the
lender for allowing temporary release of pledge

The Company is subject to restrictive covenants in certain debt facilities availed of froeniters

As on March 31, 2010, the total borrowings, both, sedwand unsecured, stood ‘atl7,543.10 lakhs. This
includes, secured loans 0f16,936.99 lakhs (97% of the total loans) and unsecured loan80&.11 lakhs (3%

of the total loans). As on June 30, 2010 the total borrowings, both, secured and unstmadeat, 47,175.38

lakhs. This includes, secured loans 016,844.66 lakhs (98% of the total loans) and unsecured loahs of
328.72 lakhs (2% of the total loansfor further details, pleagefer page n@6 and68 for respective periods.

There are resttive 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 fiscting 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 finandiationstundertaking

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 noney or to incur additional liens. Delay or failure to obtain such consents would impact the business
operations of the Company. o

Further, the Company has created a charge on its movable and immovable dasetoirienders in order to
secure the credfacilities availed. Any default in repayment of the loans or breach of the terms and conditions

s h

of the financing arrangements, would entitle the ban

business and financial operations would be esbig affected.
The Companyas receive€onsent 6 No Obj ection Lettersd from all the
The unsecured loans taken liie Companycan be recalled by the lenders at any time.

The unsecured loarss on June 30, 201@as "~ 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 redayléehders / depositors anytime such as:

1. Public Deposits of 32.15lakhs can be called by depositors for realizationmaturely.
2. Bill Discounting of 81.78lakhs can lead to strain on the liquidity in the eventuality of trade disputes
leading to nofrealisation or delay.

The Company does not have longne contracts with its customers.

The Company hasot executed any long term contracts withcustomers. Alits sales are based on purchase
orders that are placed by the customers depending andljeirements. Consequentty,h e C o mgvenuey 0 s
is also dependent on the requirements of the custoifleestevenue earned from the top ten customers during
the financial year ended March 31, 204€countsfor 3.20% of the total saledn the absencefdong term
contracts, there can be no assurance that a partmusésmerwould continue to purchaggoductsfrom the
Company in thefuture. A reduction in the purchase orders placed by customers may adverselythaffect
business and revenues. Furtlay 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.

Xi
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The contingent liabilities could adversely affect the financial conditiohthe Company

The Companyhas the following contingent liabilities in Balance Sheet, aduae 30, 2010 which is not
provided for:

(" in Lakhs)
Sl. No Particulars Amount
1 Estimated amount of Contracts remaining to be executed and not provide 11066
2 Bank Quarantees 82.22
3 Letter of Credit 1,003.40
The Company may not be able to effectively protect its intellectual property rights.
The Company has submitted applications for registrati

i Nav een Tdelraadnbie same are pending registration. ConsequehdyCompanydo 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 byialtparty. Other than as mentioned abaves Company

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

The business of the Company is dependent on its manufacturing facilities. The loss of or shutdown of
operations at its manufactng facilities may have a material adverse affect on business, financial condition
and results of operations.

The Companyés manufacturing facilities are situated
operating risks, such as the breakdowriagiure of equipment, power supply or processes, performance below
expected levels of output, raw material shortage or unsuitability, obsolesladorelisputes, strikes, loetuts,
nortavailability of services offhe external contractors, the abilitp respond to technological advances and
emerging industry standards and practices in the industries the company operate and propose to operate on a
costeffective and timely basis, earthquakes and other natural disasters, industrial accidents and the nee
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 othe 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 dismupmf operations at facilities, including but not

limited to any of the factors mentioned above.

The company has not entered in to any written distributiag r e e me n t with distributor
products all over India.

The Company has several distribrs across the countwhich account$or 30.70% of its Operational Income
Its top ten distributors and dealers account for nearly 20% of its total Operational Iidmm@ompany does
not enter into any agreements with its distributors and hence dmeyrwertake distributorship of the products
manufactured by other companies within the industry. This may lebmver sales realization and thus may
have an adverse impact on the business operations and financial condition of the Company.

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 sdi¢tiend of its customers. This

would in turn leado enhancets presence in the market share in Tier | and Tier Il 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 whistideadiche. 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 aie new designs or patterns may have an adverse impéuot profitability of

the Company.

Sale of imported Vitrified and Ceramic tiles and granite slabs by competitors/unorganized players at lower
prices may affect profitability.

The Company facestiff competition fromvarious players in the industry like Kajaria Ceramics Limited, Bell
Ceramics Limited, Nitco Limited, Euro Ceramics Limited, Somany Ceramics Limited,Ta&.imported
vitrified and ceramic tiles and granite slabs, which are solidvatprices by other competitors, may create
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21.

pressure and reduce prices. Importaf costtiles is affecting pricingeading to lower market share in retail
segmentSmall players in unorganized sector have been increasing year by year. The cost of primuotion

quality vitrified tiles produced by these players is less which enables them to enter into a price war. This may
have an adverse impact tre profitability of the Company.

The Company depends on few suppliers for substantial portion of raw matgrurchases.

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 sujig.top ten suppliers of the Company account for

30.54 % for the rav material purchaseddence it could adversely affect the manufacturing operations and
consequenthaffect thefinancialresults of the Company. Any problems faced by suppliers resulting in delays or
nonadherence to quality requirements could adversalp ia c t ability to meet its cus
time and operations would be affected to the extent the company is unable to line up supplies from alternate
suppliers.

The company is dependent on thighrty transporters for the supply of raw matelsaand delivery of
products. Further, high transportation cost and escalation thereof may affect profitability.

The company normally uses thipérty transporters for the supply of most of raw materials to factories and for

delivery of finished productot cust omer s. Transport strikes by member
have taken place in the past, and could take place in the future, thereby causing an adverseeffesttequt

of supplies and ability to deliver finished products.

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

Operating and managing a business involves many ri sk
and thus in order to mitigate these risks toréaie 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 consistentiwittnyirpractice. However, to the

extent that any uninsured risks materialize or if it fails to effectively cibfer any risks, it could be exposed to
substantial costs and losses that would adversely affect results of operations. In addition, they Canmpat

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 thaexceeds its available insurance coverage or that leads to adbarsges in its insurance

policies, including premium increases or the imposition of a large deductibleimswance requirement, could
adversely affect the Companydés results of operations

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

The total borrowing®f the Company asn March 31, 201@nd for the three months period ended June 30,

2010 stood at 17,543.10 lakhsand ~ 17,175.38lakhs respectivela gai nst t he Companydés n
25,189.48akhs and™ 25,287.54 lakhs respectivelyh e Companyés ability to meet i
and to repay its outstanding borrowings will depend primarily upon tble ftaw 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 companyds creditworthiness in credi
overall cost of funds. If the Company fails to meet its debt service obligations or financial covenants required

under the financing documents, lesiders 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 asstliafcn the event of any such acceleration, the
Company will have sufficient resources to repay these borrowings.

The Company had negative cash flow from financing and investing activities for the FY 2(D9Any
negative cash flows in the future cadihave an adverse effect on the results of operations.

The negative cash flow from the financing and investing activities forFthe2009-10 is mainly due to

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

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 Companyds c
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year 200910. For further details, please refer tite section titledfi F i n a Informatidn 6 beginningon page
39 of this Letter of Offer

We are yet to receive certain approvals relating to our existing operations that we have applied for. Failure or
delay in obtaining hese approvals may have a material adverse effect on our business, financial condition
and profitability.

In respect of our existing operations, we haubmitted applicationfor the renewal of certain approvals and
the same are pendirgeforethe reguatory and municipal authorities. A summary of such approvals is detailed
hereunder.

License/ Approval Status

a) Renewal of factories licensin respect of the The Company has submitted an application da

Companyds factory si t|October22, 809 addressed to the Sr. Asst., Diregd

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

application is pending,

b) Renewal of factories licensm respect of the The Company has submittedh application dateg

Company6s f acUniomrTerritaryi of| October 30, 2009 addressed to the Inspecto

Pondicherry Factories, Karaikal for renewal of license for the y
2010. The said application is pending.

¢) Renewal of combined consent to operate uf The Company has submitted an application
the Water (Prevention and Control of Pollutig renewal of the consent and the same was receive
Act, 1974 and Air (Prevention and Control | the Karnataka State Pollution Control Board
Pollution) Act, 1981 | October 15, 2009 The said application is pending.
plant at Jigani.

The licenses and approvals required tadreewed oobtained by us for the purpose of carrying on our existing

and proposed businesses are granted by governmental or statutory authorities. Thetlgeaet lmenses 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 caditions 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 thrextion titledi Gover nment and OngageBofahepr oval s
Letter of Offer Failure or delay in obtaining the above approvals may have a material adverse effect on our
business, financial condition and profitability.

Certain Group Companies have inared losses in the past.

Some of thdollowing Group Companies have incurred losses in the past. The details of profit / (loss) after tax
of these Group Companies for the FY 202008 and 20Dare as under:

(" in Lakhg
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 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 200¥ The Company did not gehg new works during the years. However due to
higher employee cost, fixed administrative expenditure and interest burden there was a 16429.8f7 lakhs
and of 135.26 lakhs for respective years.

FBPPL FY 2007i The Company has borrowed money fomjodevelopment 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 los22f99 lakhs

MDL FY 2009 and FY 2001 The Conpany did not extend the loans to new customers. However, due to
provision for bad and doubtful debts there was a loss1o26 lakhs and of 237.11 lakhs for respective years.

SMTPL FY 2009, FY 2008 and FY 2007The Company has closed its plant Idvagk. However, it has paid
previous years sales tax dues and other administrative expenses and interest and has incurred @.%@ss of
lakhs, of 0.98 lakhs and of 1.32 lakhs for respective years.

MISL FY 2009, FY 2008 and FY 2007 The Company hastopped 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 @B8 lakhs,” 2.37 lakhs and 2.35 lakhsfor
respective years.

RNS TRUST FY 2009, FY 2008 and FY 2007 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 chaying minimum amount to the patients while it is paying higher remuneration to Doctors and
other staff members. Hence, the Trust has incurred losseg4P7 lakhs, 26.72 lakhs and 42.11 lakhs
respective years

The utilisation of Issue proceeds wiflot 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 Iwitonitor 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 havatibeeth 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.

The Company is dependent on the expertise of its senior management team andkeicéd 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
tean, in the event any or all of them leave or are unable to continue to work with the Company, it may be

di fficult to find suitable replacements in a timely
personnel as well as senior managemdghtalso 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 managemeskdled 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.

The operation of the Company involves hiring of contraetbor, which involves compliance with various
applicable regulations the norcompliance 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 appointsontractors who in turn engage -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 ditectQompany 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.

If the Company is not able to obtairrenew or maintain the permits and approvals required to operate its
business, this may have a material adverse effecit®business.
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The Company requires certain permits and approvals to operate its businesses and/ or facilities, including

permits reqired 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 timeframe anticipated by the Company 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.

Failure to comply with environmental laws and regulations or face environmetitagation.

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 andtate 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 increasitrgtgent 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 commencemermnoiestair

actions against us or the imposition of any penalties or fines on us as a result thereof could have a material
adverse effect othebusiness prospects and results of operatbtise Company

The

Companyés abi

ity

twidl depesndy upah ifutuie éaenmgls sfinahaml conbiteon, f ut ur e
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 flowsworking capital requirements and capital expenditures. There can be no assurance that it

will be able to pay dividends.

The Company has entered intertain related party transactions

The Company has entered inated partytransactions withthe promoters directorsand some of its group
entities These transactions are primarily in the nature oftdejay business transactions of sales and purchases
of goods and services. Transaction of capital nature like sale and purchase of Assets and kcglse baen
entered intoFollowing is the details of related party transaction:

* in Lakhs
Transactions during
Period Period
ending ending
June 30, | June 30,
Particulars 2010 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, sethe Page 5, 56 and78 of theLetter of Offer.

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 BSEsuBat to Indian regulations, certain actions

mu st

be completed

before

t he

Ri ght s

Equity

Shares
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entry or fAdemato accounts with depository pkkngti ci pant
days of the date of allotment. Thereafter, upon receipt of final approval froddSBeand the BSRrading 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 tHeesignated Stock Exchange. The Company cannot assure that the Rights Equity
Shares will be credited to investorsdé demat account s,
within the time periods specified above.

EXTERNAL RISK FACTORS
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 theneyalea

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 impadheibusiness and profitabilityf the Company

Risk relating to a downturn in real estatgector

In late FY 200708 and FY 20089, 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 t he de mammainédsubduedndae tatiee hapkhustey demangfrom d u ¢ t
the real estate sector, which is one of the mdjimersf or t he demand f or.IntfllueeifCompany
the real estate industry is affected adversely, it could adversely impact businessfitauiljby.

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

The Company is availing certain tax exemptions relateshtes tax/ value added taxdincome tax In case

these exemptions are withdrawn or phased oub@® 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.

Absence of reglatory 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 tleeganizedas well as the uprganizedsector may enter this industry. The entry
of the® players may result in excess capacity, competition and resultant price pressure on the products.

Any changes in the regulatory framework pertaining to ceramic tile or granite slab industry could have an
adverse impact othe businesf the Company

Withdrawal of exemption of antlumping 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 natwrwhat 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.

There is no assurance that the Rights Equity Shares will be listed on the Stock Egdsain 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
graned 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 RighEquity shares on the BSE and NSE. Any failure or delay in obtaining the

approval would restrict the investordds ability to dis
Equity Shareholders bear the risk of fluctuation in the price of the Equity Shares of thenBany.

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 Conamy, 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.

There are restrictions on daily movements in the price of the Equity Shares, which may adversely affect an
Equity Shareholderds ability to sell, or the price a
time.

The Company is subject to a dadircuit 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 indelsased marketvide circuit breakers generallynposed by SEBI on Indian Stock

Exchanges. The percentage | imits on the Companybds cir
the BSE do not inform the Company of the percentage limit of such circuit breakers and may change it without
theCompay és knowledge. This circuit breaker effectively

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 Equitijares or the price at which shareholders may be able to sell their
Equity Shares at a particular point in time would be curtailed.

Future sale of Equity Shares by some of the current Shareholders couldcaffee price of the Equity Shas
in the secondey 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, coald make it difficult for the Shareholders to sell Equity Shares in the future at a time and at a
price that you deem appropriate.

The price of the Equity Shares may be highly volatile.

The price of the Equity Shares of the Company on the stock exchawageffuctuate after this Issue as a result
of several factors including:

e Volatility in Indian and global securities market

e The results of operations and performance

e Adverse media reports, if any, on the Company

e Changes in the estimates of the performara@commendations by financial analysts

e Significant devel opment i n -feguldtiorepdlisiesec onomi c | i ber al
e Significant development in Imdiadbds fiscal and envir
[ ]

There can also be no assurance that the price at whetEquity Shares are currently traded will
correspond to the prices at which the Equity Shares will trade in the market subsequent to this Issue.

The Company is subject to risks arising from interest rate fluctuations, which could adversely affect its
busness, 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 signifiasttpst of funds will
increase. This may adversely impact the Company®ds r es
flows.
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Prominent Notes

1.

This is an Issue af7,501,961Equity Shares of face value 6f10 each at a premium of 10/~ per Equity
Share for an amount aggregating t®,500.391akhson Rights basis to the existing shareholders of the
Company in the ratio oOne New Equity Share for everyOne Equity Share held by the existing
shareholders on the Record Date,Qetober20, 2010

The net worth of the Company as on March 31, 201025,189.48akhsand for thethreemonths period
endedJune30, 2010is * 25,287.54akhs

For details of transactions by the Company with group compageBage 55, 56 and 7dhd Risk Rctor
30 of this Letter of Offer

Following should be noted with respectfitdote No 4(c) regarding norProvision of Excise Duty in the
Auditors report dated May 05, 2010 for year ended March 31, 2010 and reporCaadder 8, 2010or
guarter endeduhe 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 s@ 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 thesprassessable 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 witout making provision for Excise Dutfhe above practice has been qualified by the
Companybés Statutory Auditors, as bel 2(@S2nissued hyn acc o
the I nstitute of Chartered Anpemothavihgamimmact onfthe Profitki a ( O |
for theperiod under review.

The Company had, on November 29, 2005 allotte®2B00- 10% CCPSto Reliance Capital Asset
Management Ltd. and R. N. Shetty Family Trddtie expenses incurred in respect of the Baferential
Allotment of CCPS has been amortized over five years period 84 lakhs per year from 20@® to
200910.

TheCompanyo6s | nves ttentmeand lsence, vatuedal cost ih acoogdance with AS13. The
details of investmentas on Jun80, 2010are as under:
(C in Lakhs)

Category Amount

National Savings Certificates 0.51

20,000 Equity Shares 6f10/- each of Murudeshwar Décor Limited 2.00

14,89,400 Equity Shares 0fLO/ each of Murudeshwar Power Corporation Lirdite
(paidup valuei * 20/ per share)

297.88

Total 300.39

10.

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 secuniidssofer other

than in the normal course of business of the financing entity during the period of six months immediately
preceding the date of filing tHeetter of Offerwith SEBI.

All information shall be made available by the Lead Managers thed Conpany to the existing
shareholders othe Companyand no selective or additional information would be available only to a
section of the investors in any manner whatsoever.

Investors may contact Compliance Officer or the Lead Manager(s) fonattgrperiining to the Issue.

The Draft Letter of Offer was earlier filed with SEBI, Plot No.-84 6 G6 Bl oc k, Bandra Ku
Bandra (East), Mumbai400 051, India for its observations on June 26, 2010. SEBI vide its letter bearing

no. CFD/DIL/SK/PN/247412010 dated October 26, 2010 has adviseflling of the DLoF in view of

Schedule VIl (1) (e) of SEBI (ICDR) Regulations, 2009, in view of the change in size of the Rights Issue

XiX



from ™ 7,500.00 lakhs to 3,500.39 lakhs. Subsequently, the Draft Lette©Offer has been réiled 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 Offere Tietter of Offer has been filed with the Designated
Stock Exchange as per the provisions of the SEBI (ICDR) Regulations, 2009

XX



SECTION Il i INTRODUCTION
THE ISSUE

The Board of Directors of the Companydhpursuant to a resolution passadder Section B(1) of the
Companies Acfat 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, 20Huthorized this Issue

Further, the Board of Directors of the Companytameeting held on October 8, 20&fproved the terms and
conditions for this issue.

The following is a summary of the Issue. This summary should be read in conjunctioandliih,qualified in
itds entirely by, more defidiek end oM foagihnimg drmgebOkad n t he
this Letter of Offer

Rights Equity Shares being

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

Rights Entitlement for Rights OneNew Rights Equity Share for eve@neEquity Share held on the

Equity Shares

Record Date

Record Date

October 20, 2010

Face Value per Rights Equity
Shares

T 10

Issue Price per Rights Equity
Share

20/~ at a premium of 10/ per Rghts Equity Share

Equity Shares outstanding prior
to the Issue

17,501,96Equity Shares

Equity Shares outstanding after
to the Issue

35,003,92Zquity Shares

Terms of the Issue

For more information, please refer to the section entitlestms ofthe
Issue beginningon pagel01 of this Letter of Offer




SUMMARY OF FINANCIAL INFORMATION

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

derived from its audited fiancial statemnts for the three months period ended on June 30, 2010 emdlited

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, 19%sanddescr i bed

Report

of

Cash Flows of the Company thereto:

M/ s . M. A.

Nar as i mh &imanc&l Statement® on pagd3otitieisd
Letter of Offer and should bead with the Notes to the Statement of Assets and Liabilities, Profits and baosises

(" in Lakhg

Sr | Particulars 3 months ended | Corresponding 3 Previous

No June 30,2010 months ended in accounting year

the previous year | endedMarch 31,
June 30,2009 2010
Audited Unaudited Audited

1 (a) Net Saleshcome from 3,890.42 3,387.44 13,839.32
Operations
(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 (509.49) 120.% (1,191.24)
trade and work in progress
b. Consumption of raw materials 711.67 778.93 3,048.65
c¢. Purchase of traded goods 174.12 - 62.32
d. Employees cost 303.10 281.2 1,356.98
e. Depreciation 628.16 604.38 2,466.24
f. Other expenditure 604.26 483.71 2,380.28
g. Power ad 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 Operdbns before Other 662.33 62.18 869.39
Income, Interest & Exceptional
Iltems (12)

4 Other Income - - -

5 Profit before Interest & Exceptional 662.33 62.18 869.39
Items (3+4)

6 Interest 529.79 596.80 2,446.30

7 Profit after Interest but before 132.54 (534.62) (1,576.91)
Exceptimal Items (56)

8 Exceptional Items/ Minority Interest - - -

9 Profit (+)/ Loss {) from Ordinary 132.54 (534.62) (1,576.91)
Activities before tax (78)

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

n
i

n
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Sr | Particulars 3 months ended | Corresponding 3 Previous
No June 30,2010 months ended in accounting year
the previous year | endedMarch 31,
June 30,2009 2010
Audited Unaudited Audited
11 | Net Profit (+)/Loss() from Ordinary 105.54 (534.62) (1,530.77)
Activities after tax (910)
12 | Extraordinary Item (net ofik - - -
expense)
13 | Net Profit (+)/Loss{() for the period 105.54 (534.62) (1,530.77)
(11-12)
14 | Paidup 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 Shar(EPS)
(a) Basic and diluted EPS before 0.60 (3.05) (8.74)
Extraordinary items for the period,
for the year to date and for the
previous year (not annualized)
(b) Basic and diluted EPS after 0.60 (3.05) (8.74)
Extraordinary items for the period,
for the year to datand for the
previous year (not annualized)
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) Pledgd / Encumbered
- Number of shares 4,178,840 5,415,840 4,178,840
- Percentage of shares (as a % 45.63 60.75 46.88
the total shareholding of promoter
and promoter group)
- Percentage of shares (as a % 23.88 30.94 23.88
the total share cayit of the
company)
b) Non- encumbered
- Number of shares 4,980,004 3,498,960 4,735,961
- Percentage of shares (as a % of tf 54.37 39.25 53.12
total shareholding of the Promoter
and Promoter group)
- Percetage of shares (as a % 0 28.45 19.99 27.06

the total share capital of the

company)




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

(" in Lakhg
Sr | Particulars 3 months ended Corresponding 3 Previous
No June 30,2010 months ended in accounting year
the previous year | endedMarch 31,
June 30,2009 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 3,890.42 3,387.44 13,839.32
Operations
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)
¢) 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* - - -
(i) Other Unallocable expenses (12.21) (5.06) (47.52)
net off unallocable items
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
¢) 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




SUMMARY OF ASSETS AND LIABILITIES

(C in Lakhs)
As at June 30, As at March 31,
Schedule 2010 2009 2010 2009
No. (Audited) | (Un-audited) | (Audited) (Audited)

SOURCES OF FUNDS:
Shareholders' Funds
Share Capital 1 1,750.97 1,750.97 1,750.97 1,750.97
Reseres 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 29973.09 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
Inventories 8 13,070.11 10,486.66 12,079.16 10,452.67
Sundry Debtors 9 2,03843 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
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 14 7.48 6.33 - 8.44
Profit and Loss Account - - - -

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




GENERAL INFORMATION
Dear Eligible Equity Shareholder(s),

Pursuant to the resolution passed by the Board of Directors of the Company at its megtongMs} 5, 2010,

the Executive Committee of the Board on May 6, 2@i6 resolution of the Shareholders of the Company at the
AGM held on June 19, 201the resolution ofhe Board of Directors of the Compapgssed at its meeting held

on October 8, 201@ has been decided to make the following offer to the Eligible Equity Shareholders of the
Company, with a right to renounce:

ISSUE OF 17,501,96IRIGHTS 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 Al SSUEo0). THE | SSUE PRI CE OF EWOHIMBS THHTS EQUI
FACE VALUE OF EACH RIGHTS EQUITY SHARE.

For further deTearsbfthe Ipsitee & =g ompageldlrgf thisd ettér of Offer

Registered Office of the Company

Murudeshwar Ceramics Limited

Murudeshwar Bhavan

Gokul Road,

Hublii 580030

Tel.: +91 836 233161518

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 Floor,

Kendriya Sadandoramangala,
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 23316148

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/

Lead Manager to the Issue

Karvy Investor Services Limited

AiKarvy Houseo, 46, Avenue 4,
Street No. 1, Banjara Hills, Hyderaba800 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,

Bangalore560 001

Tel: +91 8025370615

Fax: +91 8025559444

Email: kiran.guttapalyam@axisbank.com
Website: www.axisbank.com

Contact person:Mr Kiran Kumar G.

SEBI Registration No.: INBIO0O000017

Self Certified Syndcate 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 ASBAnfoand 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 deibjténl 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 sectiom T e r ms o f beginhirgonpagel @i ef this Letter of Offer o

The list of banks that have been notified by SEBI to actGSBES for the Applications Supported by Blocked
AmounmBBApfi Process are available at the SEBI website (
relating to designated branches of SCSBs collecting the AiBBAsare available at the above mengdrink.

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@alttegal.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/

Auditors of the Company

M. A. Narasimhan & Co., Chartered Accountants
No. 25, Old No. 13, Cross,

Swimming Pool Extension,

Malleswaram,

Bangalore 560 003

Tel: +91 80 2334 4701

Fax: +91 8023562814

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% Floor, 2 Main, Sampig Road,
Near 14' Cross Malleswaram,
Bangalore 560003

Tel: +91 80 2346966562

Fax: +91 80 234696668

Email: ravi@ccsl.co.in

Contact Person:Mr. K. Ravi
Website: www.canbankrta.com

SEBI Registration Number: INR0O00003621

Registrar to the Company

Canbank Computer Services Limited
No. 218, J.P. Royale,

1% Floor, 2 Main, Sampig Road,
Near 14' Cross Malleswaram,
Bangalore 560003

Tel: +91 80 2346966562

Fax: +91 80 234696668

Email: ravi@ccsl.co.in

Contact Person:Mr. K. Ravi
Website: www.canbankrta.com

SEBI Registration Number: INR0O00003621

Monitoring Agency

Since the Issue size does not exce®&®,000 Lakhs, the appointment of a monitoring agency as per Regulation
16 of the SEBI Regulations is not required. The Board of Directattseo€ompany will monitor the use of the
proceeds of this Issue.

Underwriting

This Issue is not being underwritten.



mailto:mancoca@gmail.com

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:

AANnYy person (a) who makes in a fictitious name
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 yearsao

Appraisal Reports

The requirement and proposed utilisation of proceeds of the Issue have not been apygraiegdbank,
financial institution or other independent agency.

Principal Terms of Loans and Assets Charged as Security as Hbvember30, 2010:

The
Particulars Canara Bank Sl B_ank of Bank of Indian Bank I__akshml Coresmn TOTAL
India Baroda Vilas Bank Banks
Ltd
Nature of Loan| TERM LOAN TERM LOAN TERM LOAN | TERM LOAN TERM WORKING
LOAN CAPITAL
LOAN
Object of the| To finance the | To part finance To part To part To part To finance the
Loan specific asset | the expansion finance the finance the finance the working
and part project expanfon expansion expansion capital gap
finance the project project project
expansion
project
Nature of Floating Floating Floating Floating Floating Floating
Interest Chargel BPLR-1.25% SBAR+0.5% BPLR-2% BPLR-1.75% | BPLR-1.5% BPLR
Sanction & 7,423 3,000 1,812 625 450 7,720 21,030
Disbursed
Amount
( In Lakhs)
O/ls As At 3,664 2,727 1352 514 195 7,882 16334
Novembey 30,
2010
( In Lakhs)
Rate of Interest] 10.75% 10.75% 9.50% 11.5% 11.00% 12.00%
on the Loan ag
per original
sanction letter
Rate of Interest 12.75% 12.00% 11.00% 12.00% 13.00% -
on the Loan
Security First Charge on| Pari passu first Pari passu Pari mssu Pari passu | Pari passu first
specific asset | charge on Fixed| first charge on| first charge on| first charge charge on
and Pari passu assts Fixed assets | Fixed assets on Fixed Current assetg
first charge on assets
Fixed assets
Repayment Quarterly Quarterly Quarerly Quarterly Quarterly NA
Schedule repayment. repayment repayment repayment repayment
Last payment starting from starting from | starting from | | ast payment
on December, Sept. 2010 to Sept. 2010 to| Sept. 2010 to on
2018 March, 2016 March, 2015 | March. 2016 | september,
2013




OVERSEAS SHAREHOLDERS

The distribution of thisLetter of Offerand the Issue ohe 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 requinéalh themselves

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

to its Rights Equity Shareholders and will dispatch thetter of Offerand Composite Application Form
(ACAFO0) teas shaneholders/veho lsave an Indian address. Equity Shareholders in foreign jurisdiction
need to provide an Indian address, if not provided earlier, to receive gtisr of Offer The securities of the
Company are only listed in India.

No action has ken or will be taken to permit this Issue in any jurisdiction where action would be refmired
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 sokkttiror indirectly, and thid_etter of Offer

may not be distributed, in any jurisdiction, except in accordance with legal requirements applicable in such
jurisdiction. Receipt of thisLetter of Offerwill not constitute an offer in those jurisdictions which it would

be illegal to make such an offer and, in those circumstances/#iier of Offermust be treated as sent for
information only and should not be copied or redistributed. Accordingly, persons receiving a copylLettdis

of Offer shoud not, in connection with the issue of the Rights Equity Shares or with the Rights Entitlements,
distribute or send thid etter of Offerin or into the United States or any other jurisdiction where to do so would

or might contravene local securities lawrsregulations. If thisLetter of Offeris 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 thistter of Offer

Neither te delivery of this Letter of Offernor any sale hereunder shall under any circumstances create any

i mplication that there has been no change in the Comj

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

The share capital of the Company as on the date of filing of étier of Offerwith SEBI is set forth below:

(" in Lakhs
Particulars Aggregate Nominal |Aggregate Value a
Value Issue Price
Authorized Share Capital:
5,56,20,000 Equity Shares 0f0/ each 55,62,00,000
}6,00,000 10% Redeemable Cumulative Preference Shal 16,00,00,000
100f each

Total 71,62,00,000
Issued, Subscribed & Called up Capital:
1,75,26,818 Equity Shares of0/ 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 df0/- each 17,52,68,180 17,52,68,180
Less: 24,857 Equity Shares 6f10/- each forfeited 2,48,570 2,48,570
Add: Amountreceived on 24,85Equity 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'EqU|ty Shares of 10/ eachat a premium of 10, 17,501,961 350,039,220
i.e., at a price of 20per share
Paid-up Capital after the Issue
35,003,92EFquity Shares of 10/ each 350,039,220 350,039,220
Share Premium Account
Before the Issue 90,27,8,660
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% efislsue 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 theintRigntitlement shall be done in compliance
with the Listing Agreement and other applicable laws prevailing at that time relating to continuous listing
requirements.

2. The Companyis in compliance with Clause 40A of the Listing Agreement and is requiredatotain
public shareholding of at least 25% of the total number of its listed Equity Skargiser, the Company
has duly complied with the following during last financial year

i. Provisions of the Listing Agreement with respect to reporting and compliander 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 peiitsing 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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In their AGM, dated June 19, 2010 the shareholders of the Company approved realessifid

Authorised Capital of the Company, Pursuant to the sa2®50,000- 10% Cumulative Convertible
Preference Shares of face valué d24+ each were converted in816,20,000 Equity Sharesf face value
of * 10/ each.

4. The shareholding pattenf the Company as dBeptember 3010 was as follows:

Number of
Shares held in | Total Shareholding | Shares pledged or
Category of No. of Total No. | Dematerialized | as a % of total No. otherwise
Shareholder Shareholders | of Shares Form of Shares encumbered
Number As a
of shares % of
Asa% | Asa% Total
of of No. of
(A+B) | (A+B+C) 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 Totd 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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Number of
Shares held in

Total Shareholding

Shares pledged or

Category of No. of Total No. | Dematerialized | as a % of total No. otherwise

Shareholder Shareholders | of Shares Form of Shares 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 @up as of September 30 2010 are as

follows:
Total Shares Held gni{ﬁbzgéged o EUIETEE
Sr. As a %of
E\Il(; Name of Shareholder (11) Number é?;:ﬁ?;tal Number éﬁaares ) %?;}dof
(1 ) V) V) sub-
clause(l)(a)
(VII)
1 R N Shetty Family Trust 4,432,295| 25.32 - - -
2 RNS Infrastructure Limited 1,270,233| 7.26 - - -
3 gaéiﬁzts Shetty Jointiith Sunil R Shetty AndNaveen 825000 | 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 | 99.89 155
10 Samata A Shetty 272,051 | 1.55 272,000 | 99.98 155
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 Shett 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 (K:irrg?)trgti% nState Industrial Investment& Bepment 2200 0.01 ) ) )
Total 9,158,844| 52 1,900,000 | 20.75 10.86
Note: As on date,, 200, 000 shares are pledged by the promnsdRLé) s

against the working capital loans utilized by Murudeshwar Ceramics Limited
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6. As onSeptember 3010, none of the shares of the Companyhaté under lock in

7. The details of shareholders holding more than one percent of the share capital of the Issuer as of
September 302010 are as follows:

Promoter and Promoter Group

SI.No. Name of the Shareholder No. of Shares SEIEE £ U O 10l 19
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 Shet 825,000 4.71
And Naveen R Shetty
4 Naveen R Shey 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 272,49 1.56
10. | Samata A Shetty 272,051 1.55
11. | Sudha R Shetty 270,051 1.54
12. | Naveen Mechanised Construction Co. (P) L 244,043 1.39
Others
SI.No. Name of the Shareholder No. Of Shares SEIES £ Vo @ (i
no. of shares
1 ILFS Trust Co Ltd 862,596 493
2 Ricky Ishwardas Kirpalani 840,436 4.80
3 Keswani Haresh 591,892 3.38

Note: As on September 14, 201dy. Ricky Kirpalani along with his family members and associates holds a total of 14.19
per cent of the total share capitaktails 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 32421 0.19
RajanKirpalani 25,000 0.14
JohnnyKirpalani 24,286 0.14
Sanjan&irpalani 25,000 0.14
Pooja Assomull 20,000 0.11
Alisha Kirpalani 13,960 0.08
PoonanKirpalani 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. Thel ssue

being a Rights

Regulation 34 (c) of BBI (ICDR) Regulations2009

|l ssue,

p r énvare $10t applisableds pePr o mo t €
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10. As on the date of thelLetter of Offer the Company has not allotted any Equity Shares to employees
pursuant to any ESOP/ ESOS scheme.

11. None ofthe Promoters of the Company, their relatives and associates, and entitiegingelonthe
Promoter Group have not purchased or sold directly or indirectly, any equity shares during a pemed of
yearprecedinghe date on which thitetter of Offeris filed with SEBI
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OBJECTS OF THE ISSUE

The Object of the Issue is

e ToRepay/Prepaya part ofthe TermLoans and Working Capital Loans
e General corporate purposes

e To meet Issue expenses

The main objects clause and objectgidental or ancillary to the main objects clause set out in the
Memorandum of Association enabldseetCompany 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 Mhelonoraf Association.

Proceeds of the Issue

The gross proceeds of the Issue arg500.39akhs. The net proceeds of the Issue, after deduction of Issue
expenses, amstimated to be approximately3,445.39 a k INet Procgeds ) .

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

(C 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 theetproceeds ofhe Issue are summarized in the table below:

(" in Lakhs)
Particulars Amount
Repayment of Loan Funds 3,20039
General Corporate Purpose 245.00
Total 3,445.39

The fund requirement and deploymenfitfundsare based on internal management estimatefiavel not been
appraised by any bank or financial institutidrhese are based on the current status of the business of the
Company and are subject to change in light of variations termal circumstances or costs, or in the financial
condition of the Canpany, its business dts 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
consequeny its funding requirements and deployment of fumday also change. This may also include
rescheduling the proposadtilization of the Net Proceeds and increasing or decreasing expenditure for a
particular objecvis-a-vis the utilization of the Net Proceeds.

Means of Finance

The aforesaid requiremenf funds is proposed to be entirely financed by the Net Proceeds of the dssue
mentioned in the above tabendtheCo mpany 6s i nter nal accruals [/ other s
Regulations in connection with firm arrangements of financeutjh 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 tte Company ast do not proposes to avail any borrowed funds for part

financing the Object of the Issue.

In case of a shortfall in the Net Proceetti® Companymay explore a range of options including utiliziig
internalaccruals.
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It is proposed to fund the entire expenditure envisaged through the following means:

(" in Lakhs)

Source Amount

Rights Issueof 17,501,961Equity Shares of 10/ each at a premium of 10/- per 3.500.39
Equity Share (Issue Price oR0/-) T

Total 3,500.39

The Company haReserves andusplus of™ 23,438.50 lakhs and 23,544.05 lakhas on March 31, 2010 and

for the three months period ended J38e 2010, respectively. These Reserves ampl&s have been utilized

by the Company to create Fixed and Working capital assets for its business operations. The cash balance of the
Company a®n March 31, 2010 i5 470. 12lakhsand™ 660. 56 lakhsas onJune30, 201Q The proceeds from

the present Issue and thest surplus available with thef@pany are adequate to meet the Objects of the Issue.

No part of the Rights Issue proceeds will @dpby the Company as consideration to Promoters, Directors,
Companyb6s Key Management Personnel or the Promoter Gr

Funds Utilization

The stated objects of the Issue are proposed to be financed entirely out of the proceeds of theeidéete. Th
Proceeds, after deduction of all issue expensesld be" 3,445.39lakhs. The details in relation to Objects of
the Issue are set forth herein below.

1. Repayment/Prepayment ofa part of debt

The Company has availed certain term bamd workng capital loansfacilities from various banks and
financial institutions. As on March 31, 2010, these loan facilities aggregated?219030.00lakhs and the
amount outstanding as ddeptember 30, 2010nder these facilities was 16,524.31lakhs The Canpany
intends to utilis€ 3,200.39 lakhs towards repayment and/or fu@ment 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 shoeterm loan facilities between the date of theetter of Offerand the date of Allotment,
however the aggregate amount to be utilised from the Net Proceeds towards repayment apdioneme

would be” 3,200.39lakhs.

The Company proposes to repay /-peg/ apart of the following dans outstanding as on Novemi3€;, 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 proposepéy @nd / or prgpay as on Nowaber 30,
2010:

(" in Lakhs)
Name of the Bank Balance O/s Balance O/s
as onMarch 31, 2010 as onNovember 30,2010
Canara Bank 3,929.08 3,66350
State Banlof India 2,851.10 2,727.@
Bank of Baroda 1,416.14 1,35240
Lakshmi Vilas Bank 217.53 195.24
Indian Bank 525.15 513.B
Total 8,938.90 8,45187

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

Further, the Company undertakes that loans shakad and/or pre-pad at the earliest gssible 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 loawskte repaid and/or repaid from the net
proceeds of the Issue.
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Secured Loans

Sanction | Outstanding as
Lender Nature of Object of the Securities Date of Limit on November Rate of | Repayment
facility Loan Offered Sanction Cin 30, 2010 Interest Year
Lakhs) (_in Lakhs)
Pari Passu 1s
Charge on
To Part Fixed Assets
finance the (AF. AO0)| April20,
Term Loan | expansion Company 2000 1,000 312 | 12.75% | 201516
project Personal
Guarantee of
Mr R N Shety
Exclusive 1st
Charge on
To procure Assets
Term Loan | specific asset| created. Sgp;%'gger 850 320 | 12.75% | 201617
Personal '
Guarantee of
Mr R N Shetty
Pari Passu 1s
To take over | Chage on F.
term loan A of the
Term Loan | liability from | company September| 5 5 775 | 12.75% | 201617
ICICI Bank Personal 3,2003
Guarantee of
Canara two Directors
Bank, Pari Passu 1s
Bangalore Charge on F.
To finance A of the )
Term Loan | the expansion|_company Aggég' 1,040 166 | 12.75% | 201617
projectat Personal
Karaikal Guarantee of
two Directors
Pari Passu 1s
Charge on
To part Assets create(
Term Loan gzggﬁzigf ﬁ,‘{ﬁ,’;?BamZ”S'th Sze;t;gg;er 670 541 | 12.75% | 201819
projectat Personal
Karaikal Guarantee of
two Directors
Pari Passu 1s
Charge on
To part Assets create(
finance the along with | April 25,
Term Loan expansion other Banks 2005 1,813 1550 | 12.75% 201819
projectat Personal
Hubli & Guarantee of
Karaikal two Directors
TOTAL (A) 7,423 3,664
Pari Passu 1s
To part Charge on
finance the Assets created
State Bank expansion along  with | March 23,
of Indl_a, Term Loan project other Banks 2005 3,000 2,727 | 12.00% 201516
Hubli Personal
Guarantee of
two Directors
TOTAL (B) 3,000 2,727
0 par arge on F.| September|
BSL%(Ijia, Term Loan finance the A of the 11,2006 1,812 1352 | 11.00% 201415
expansion company
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Sanction | Outstanding as
Lender Nature of Object of the Securities Date of Limit on November Rate of | Repayment
facility Loan Offered Sanction Cin 30, 2010 Interest Year
Lakhs) ( in Lakhs)
project Personal
Guarantee off
four Directors
TOTAL (C) 1,812 1,352
Pari Passu 1s
To part Charge on F.| July3, o
Lakshmi finance the A of the 2003 200 0.00| 13.00% 201011
Vilas Bank Term Loan | €xpansion company
Ltd, Hubli project Personal May 2
Guarantee  of 2%%5' 250 195 | 13.00% | 201314
four Directors
TOTAL (D) 450 1%
Pari Passu 15
To part Charge on F.
Indian finance the A of the November
. Term Loan | expansion company 625 514 | 12.00% 201516
Bank, Hubli project Personnel 9, 2006
Guarantee off
four directors
I TOTAL TERM LOAN (A+B+C+D) 13310 8452

Note: The amounbutstanding as per the above table 08,712.80 lakhs identifies those loans which meet the selection
criteria for repayment/prepaymerithe amount of 3,200.39 lakhs available after meeting the other objects of this rights
issue would be utilized to pay/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

. - Sanction g
Nature of Object of the Securities Date of RIS Outstanding
Lense: facility Loan Offered Sanction .L'm't ( ( in Lakhs) Rl G,
in Lakhs)
To finance the Februar
Canara Bank| OCC + DL Working Pari Passu 1st y 2,000 2,038 12.00%
. 18,2010
Capital Gap | charge on
State Bank of current assets | November o
India occ+DL - do-- Pari Passu 2nd 19,2009 1,400 1517 11.75%
Bank of charge on December o
Baroda OCC +DL --do-- Fixed assets of 18,2008 1,050 1,057 11.00%
Lakshmi the company | October 15,
Vilas Bank OCC +DL - do-- Personal 2008 220 220 13.00%
- Guarantee of | February 3,
Axis Bank OCC --do-- two directors | 2009 2,450 2,450 12.00%
HDFC Bank | OCC —~do- Janaanzs 600 599 13.00%
II.  TOTAL WORKING CAPITAL LOAN 7,720 7,882
Note Wor ki ng Capital Loans are o6Demand Loansd foionbythé ch

t he

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

Ill. TOTAL DEBT (as on September30, 2010)

(" in Lakhs)

Types of Loan Sanction Limit Outstanding
. Total Term Loan 13310 8,452
Il. Total Working Capital Loan 7,720 7,882
TOTAL LOAN FUNDS 21,030 16334
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Some of the loan agreements proposed to be repaid from the Net Proceeds provide for lexpappre
penalties. Th&€ompanywill 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 sommeha C o nignder priérso
repayment and/or prepayment. The selection of loans proposed to be ampldor prepaid fronits loan
facilities provided above shall be based on various factors including,

i. any conditions attached to the loans restrictigigability to repay/ prepay the loans;

ii. receipt of consents or waivers for repayment/gagment fron the respective lenders;
iii. terms and conditions of such consents and waivers, and
iv. levy of any prepayment penalties

M/s M A & Narasimhan & Co., Chartered Accountaatsl M/s B.C Shetty & Co., Chartered Accountdrase

vide there certificatedatedJune24, 2010and December 032010confirmed thatll loans as specified above

have been used for the purposes for which they were raised. Please refer to the sectiinMidlede r i a |
Contracts and Do c u lmminningondagel26 of thiss_gtterof Offen n 0

2. General Corporate Purposes

The Companyintends toutilize ~ 245.00 lakhgor generalcorporate purposes, including but not restricted to
strategic initiatives, brand buildingxercises and strengthening of marketing capabilitieshe Conpany,

subject to compliance with the necessamyvisions 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, statutoryeatisement expenses, registrar and depository fees and listing fees.
The estimated expenses of the Issue are as follows:

Particulars Expense { lakhs) | Expense (% of the total Expense (% of the
expenses) Issue size)
Fees of Lead Manager(s) 27.00 49.09 0.77
Brokerage and sellin - - -
commission (including

commission to SCSBs fad
ASBA applications)

Fees of the Registrars to t 3.00 5.45 0.09
Issue

Statutory  Advertising ang 6.00 10.91 0.17
marketing

Printing & Distribution 10.00 18.18 0.29
Bankers tahe Issue - - -
Others 9.00 16.36 0.25
Total estimated Issue 55.00 100.00 1.57
expenses

Sources of financing of funds already deployed

As per the certificate dateldecember 3, 201@ssued byM/s B C Shetty & Co, Chartered Accountantthe
Company ks deployed™ 20.10 lakhs till December 3, 201@owards issue expenses. The same has been
financed from the internal accruals of the Compang which will be recouped from the Issue proceeds

Bridge Loan

The Company has not entered into any bridge faaitity 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. igngtilization 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 principadorotect
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 polei@pproved 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 monitbe tutilization 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 utititestwise 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 wunder the |
(A) BUSINESS INCOME
0] Depreciation

The Company is entitled to claim depre@ation 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 enditésttitional

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 setf f agai nst any source of i ncome
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 oafr April 1, 2006 against normal
incometax 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 Sgion 115JB for that assessment year. Such MAT credit is available foff sgtto 10

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

(B) CAPITAL GAINS
® Definitions
Long term capital gains (LTCG)

LTCG means capital gain arisifigpm 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 zerorctwgnd 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 gaarising 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 oroacpeipon 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.

(i) 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 fromndar 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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(i)

(iv)

(v)

(©)

(D)
0

Income by way of long term capital gain exempt u/s 10(38) is to be taken into account iniogrtiput
book profit and income tax is payable in respect of same under Section 115JB of the Act.

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 debenturexcluding 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 applicabieharge 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 payabtarwier 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.

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 setff against shorterm as well as lonterm capital gains of the said year. Balance
loss, if any, should be carried forward and-afétagainst shorterm 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 andfsagainstsubsequent
yeardés LTCG for subsequent 8 years.

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{3Bg 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 armansferred 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.

INCOME FROM HOUSE PROPERTY

Benefit of 30% of annual value as determinable U/s 23 is availabkbet Company as per the
provisions of Section 24(a) of the Act.

INCOME FROM OTHER SOURCES
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 Sectibn 115
of the Act.
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(ii)

(A)
(i)

(ii)

(i)

(iv)

v)

Dividends from units exempt under Section 10(35) of the Act

Income received in respect of units of a Mutual Fund specified under SectioD)@f2Be 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.

Key benefits available to the members of the Company under the Act
RESIDENT MEMBERS
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 Sectio® Iif%he Act.

Capital Gains

The provisions of law outlined in payaaph 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, ltran€fed of sharesswillibeg t o
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 whin three years from the date of transfer and subject to conditions and to the extent
specified therein.

Shares held as stocln-trade

Gains or losses arising on shares held as stetkr ade woul d be chargeabl e
and Gains bBusiness 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 awsidered as business income.

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 shogrin 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 paidgsuiing company.

Benefits outlined in paragraph 1 (B) (ii), (iii) & (v) are also applicable to Residembers. Besides
that benefit of Indexation is also available if right share holds for more than 12 months.

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 , orrihdisdo 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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(B)
(i)

(ii)

(i)

(iv)

v)

Debentures of an Indian Publiimited Company, Deposit with an Indian public Limited Company,

central goernment scurities, NSC VI and VIl 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 asset
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 piametdly 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 isnséerred 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

NON-RESIDENT MEMB ERS
Dividend Income

Dividend (both interim and final) income, if any, received by the-memident shareholders from a
domestic company shall be exempt under Section 10(34) read with Sectiahdfthe Act.

Capital Gains

Benefits outlined irparagraph 2(A)(ii) above are also available to a-remident 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 cogviréincost 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 gaindéreafter 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-msident shareiiders. 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.

Shares held as stocln-trade
Benefits outlined in paragraph 2(A) (iii) above are also applicable to theesaient shareholder.
Tax Treaty Benefits

As per Section 90 of the Act, the shareholder can claim relief in respect of double tebatipas per
the provision of the applicable Double Taxation Avoidance Agreements.

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 caseif 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. Beagdft 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 entittement has renounced is
Purchase price paid to renaem 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 mor&2maonths.
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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 aseeshares of an Indian Company,
Debentures of an Indian Public limited Company, Deposit with an IndiaficpLimited Company,
central governmertecurities, NSC VI and VIl Issues. Exemption is available as follows:

c) If the cost of the new assets is notsléisan 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

transferredthe 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 tiséetrafithe 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 assege transferred or converted into money

(vi) Where shares have been subscribed to in convertible foreign exchangeOption of taxation
under Chapter XII -A of the Act

Non-Resident Indians [as defined in Section 115C(e) of the Act], being shareholdensimdian
Company, have the option of being governed by the provisions of Chaptér ofithe 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 cditMerforeign 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 + E€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 exchaseges shall

be taxable @ 10% (plus applicable SC + EC + SHEC)
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 Indiampany 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 natification in the official Gazette.

As per the provisions of Section 115F of the Act and sutilbjethe 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
consideratiorreceived 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 sthena 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 acang 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 ®dnafthin 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 provisionsf Section 115G of the Act, NeResident 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 taxekasdeducted at source
from such income as per the provisions of Chapter »B8/df the Act.
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(©)
(i)

(ii)

(i)

(iv)

Under Section 115H of the Act, where the NResident Indian becomes assessable as a resident in
India, he may furnish a declaration in writing to the Asses@iffiger, along with his return of income

for that year under Section 139 of the Act to the effect that the provisions of the Chaptesbdll
continue to apply to him in relation to such investment income derived from he specified assets for the
year al subsequent assessment years until such assets are converted into money.

As per the provisions of Section X15f the Act, a NorResident Indian may elect not to be governed

by the provisions of Chapter XI for any assessment year by furnishing hisine of income for that
assessment year under Section 139 of the Act, declaring therein that the provisions of Chafpter XII
shall not apply to him for that assessment year and accordingly his total income for that assessment
year will be computed in acataince with the other provisions of the Act.

FOREIGN INSTITUTIONAL INVESTORS (FllIs)
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) watddSection 1150 of the Act.

Capital Gains

Taxability of Capital Gains

Under Section 115AD of the Act, income (other than income by way of dividends referred in Section
1150) received in respect of securities (other than units referred taxiim®&15AB) 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 chapté ¥the gross total income of the
foreign institution&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 wansfer 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 d 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 meribned 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 incometax

LTCG arising on transfer of securities where such transaction is chargeable to STT is exengat from
under Section 10(38) of the Act.

Benefit of exemption under Section 54EC shall be available as outlined in paragraph 1(B) (v) above.
Shares held as stoclin-trade

Benefits outlined in paragraph 2(A) (iii) above are also applicable to theesatent shareholder.

Tax Treaty Benefits

As per Section 90 of the Act, Flls can claim relief in respect of double taxation, if any, as per the
provision of the applicable double tax avoidance agreements.
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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 caseif the Right entitlement is renounce by shareholders,afesttuations 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), (i) & (v)artda 0o appl icable to FII &s.
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 ad 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 thecpbesl 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 mé&amutigrof
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 shes 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:

® All the above benefit 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.

(i) In respect of nomesidents, the tax rates and the consequent taxation mentioned above will be further
subject © any benefits available under the relevant DTAA, if any, between India and the country in
which the norresident has fiscal domicile.

(iii) In view of the individual nature of tax consequences, each investor is advised to consult his/her own tax
advisorwith 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 potentialdlasequences of the
purchase, ownership and disposal of equity shares.

For M.A.NARASIMHAN & CO.,
Chartered Accountants
(M.A.PARTHANARAYAN)
Date: June 11, 2010 Partner

Place:Bangalore
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SECTION IV - HISTORY AND CORPORATE STRUCTURE

The Companywas originally incorporated in the name of Murdeshwar Ceramics Limited pursuant to a
certificate of incorporation dated June 29, 1983 (bearing Registratio®40d.and Corporate Identification
NumberL26914KA1983PLC005401ssued by Registrar of Compani&srnataka, as a public limited company
under the provisions of the Companies Act, 1956, as amefitiedRegistrar of Companies, Karnataka issued
the Certificate of Commencement of Business dated July 19, Bif&equently, the nhame was changed to
Murudedwar Ceramics Limited pursuant to a fresh certificate of incorporation dated December 2, 1987.

The Company is promoted Hr. R. N. Shetty and Karnataka State Industrial Investment & Development
Corporation Limited (KSIIDC)It has its registered officatsated 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 capacitpf 12,500 onnes per annum of Ceramics Tilas its facility located in Hulbl
(Karnataka).

In the year 1988, the Company floated its maiden public issue of 16,50,000 Equity Shares of face \&lbe of

each for cash at par and was listed on the Bangalore Stock Exchange Limited (BgSE) and the BSE. In the year
2004, the Equity Bares 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 ofl20 lakhs sqg.mtrg.a. The Company markets it products under its own exclusive brand
namesnamelfi Naveen Ceramic Tilesandnfibaeedhetebaumsarcdwelb & .
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 CouriteyCompany has@showrams andsl

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 Obijects of the Company
The main objects of the Compaas 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, ridgdsactories, refractory
bricks and pipes, pottery, earthenware, teota and other clay products including toys, chinaware, pottery
and other ceramic products, cement tiles, otheprogucts, artificial stones and synthetic marble stones.

2. To carry onthe 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, Electrdl, 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, giade, 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, pathsregéts, 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 sublenaacyeand/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 samera@ny 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 samamy manner in the best interests of the Company;

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, RE€tubation
and/or related facilities, Health Clubs, Gymnasiums,-seats, Swimming pools, Rehabilitation centers

and all kinds of facilities that may be conveniently clubbed with any other objects mentioned in this
Memorandum of Association ;

To undertakegxecute 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 ;

To do the businesas 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, equipmemisher electrical, water supply, drainage,
plumbing, electronic ;

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 ortemynatural 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, griml, 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 af0/- each at a price of 10 per share

December 1987 : | Received fresh Cefitate of Incorporation consequent to change of name

Murudeshwar Ceramics Limited

January 1988 | : | Maiden public issue of 16,50,000 Equity Shares of face valuel®f- each for cash g
par for listing at the BgSE and the BSE

March 1988 | : | Private Plaement to Promoters and Associates of 28,49,975 equity shares of face
of * 10/ each apar

May 1988 : | Commenced commercial production with installed capacity of 12,500 tonnes per
(TPA) of Ceramic Tiles at Hubli

March 1990 | : | Issue of 94,500 14% Secured Fully Convertible Debentures df50f each for cash a
par, aggregating to 141.75 Lakhs, on Rights Basis to shareholders of the Company

May 1993 | « Rights Issue 024,82,31CEquity Shares of face value ofL0/- each for cash at a prig

of ° 60/ per share, aggregating t®48.23Lakhs; and

e 900,000 16% Secured Partly Convertible Debentures &80F each, for cash at pal
for every 6 shares held, aggregating tb,620Lakhs

This issue was made to implement expansion of instaiéguhcity from 25,000 tpa t
40,000 tpa and also for setting up a new unit at Chalmatti near Hubli for manufact
polished Granite slabs and Tiles with installed capacity of 72,000 sg. mtrs. per annu

March 1994 | : | Commenced production of Vitrified ¢t at Hubli

April 1996 . | Rights Issue of 61,85,396 Equity Shares of face valuel®- each for cash at a price
* 80K per Equity Shareaggregating to 4948.32 lakhgo part finance expansion (
manufacturing capacity of tiles from 40,000 tpa td)®b, 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 dé
Karaikal (Pondicherry)
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Year Events
May 2004 Listing of Equity Shares of the Compy on the National Stock Exchange of In
Limited
October 2004 | : | Voluntary Delisting of Equity Shares from the BgSE
November 2005 : | Issue of 251,000 i 10% Cumulative Convertible Preference Shares (CCPS)16f-
each at a price of 124+ aggregatig to” 3101.24 lakhsor part financing the expansid
of capacity for manufacturing Vitrified Tiles by 6,000 sqg. mtrs. per day and setting
capacity for 24,000 sqg, mtrs per day of glazed Ceramic Tiles
March, 1996 Awarded ISO 9002 Csdficate by TUV-Z , Germany
August, 2002 Awarded ISO 9001:2000 Certificate by TLE/ Germany
June 2006 Restarted production of Ceramic Tiles at Hubli Unit, with initial capacity of 8,00Q
mtrs per day
December 2007 : | Conversion of LPG fired kilns to coal firgghs kilns (coal gasification) at Hubli unit
December 200§ : | Installation of second coal gas gasification plant at Hubli plant

* - since expired

Note : The Company had, on November 29, 2005 allotted 25,0%,d@% Cumulative Convertible Preference Slsare

(A C C P) $odReliance 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 bétieisof Offer there are no outstanding convertible
securities

Corporate Structure

Chairman

Dr. R. N. Shetty

' |

IManaging Director Joint Managing Director

Mr. 5a5ish R. Shetiy Mr.Nayeen R- ahsffy

| ,
| | ! ! l

President General Manager Vice President Vice President AGM,
Plant Marketing Finance Legal & Company HRD
Secretary
¥y 1
G. M. G. M.
Production Production
Hublj Plant and Jigani
Karaikal Plant
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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 DirectdssBard.

SECTION V - MANAGEMENT

NamedFat her &s

Designation/ Address Nationality Qualifications Experience Other Directorships
1. Dr. Rama Nagappa Indian Honorary Doctoratq 49 years Firebricks & Potteries
Shetty from Bangalore Private Limited
University Murdeshwar Powe
S/o Nagappa Shetty Corporation Limited
RNS Infrastructure
Chairman, NorExecutive Limited
_ RNS Motors Limited
122, Cunningham Roag Naveen Hotels Limited
Bangalore 560 052 Naveen  Mechanise
Karnataka, India Construction Company
) o Private Limited
Occupation: Industrialist Naveen Structurals &
_ Engineering Compan)
Age: 81 years Private Limited
. Murudeshwar
DIN: 00038810 Developers Limited
. Shri Murudeshwat
PAN: AJDPS3496C Tiles Private Limited
Date of Joining: June 29, Murudeshwar_ .
Infosystems Limitd
1983 . .
Sairam Mines &
Minerals Private
Limited
Murudeshwar  Déco
Limited
2. Mr. Satish R. Shetty Indian B. E. (Mech) from| 22 years Firebricks & Potterieg

S/o Rama N. Shetty
Managing Director
61, Deshpande

Hubli i 580 029
Karnataka, India

Naga

Occupation: Industrialist
Age: 48 years

DIN: 00037526

PAN: AIZPS4Q01L0P

Date of Joining:
December 14, 1987

Date of Expiration of
Office: Reappointed fot

the period of five w.e.f,

Karnataka
University,
Dharwad

Private Limited
Murdeshwar Powe
Corporaton Limited
RNS Infrastructure
Limited

RNS Motors Limited
Naveen Hotels Limited
Naveen  Mechanise
Construction Compan)
Private Limited
Naveen Structurals &
Engineering Compan}
Private Limited
Murudeshwar
Developers Limited
Shri Murudeshwar
Tiles Private Linited
Murudeshwar
Infosystems Limited
Sairam Mines &
Minerals Private
Limited

33



NameFat her @s

Designation/ Address Nationality Qualifications Experience Other Directorships
June 27, 2007 Indian  Council  of
Ceramic Tiles and
Sanitaryware
SHP Auto Service PV
Limited
3. Mr. Naveen R. Shetty Indian B. E. (Mech) from 14 years Firebricks & Potterieg
Bangalore Private Limited
S/o Rama N. Shetty University, Murdeshwar Powe
Bangalore Corporation Limited
Joint Managing Director RNS Infrastructure
Limited
61, Deshpande Naga RNS Motors Limited
Hubli T 580029 Naveen Hotels Limited
Karnataka, India Naveen Mechanise
. . Construction Company
Occupation: Industrialist Private Limited
Age: 41 Naveen Structurals §
ge. alyears Engireering Company
DIN: 00058779 Private Limited
Murudeshwar
. Developers Limited
PAN: ADOPSE617A Shri Murudeshwat
Date of Joining: Tiles Private Limited
November 24, 1995 Murudeshwar
Infosystems Limited
Date of Expiration of Saram  Mines &
Office: Reappointed fof Minerals Private
the period of five w.e.f] Limited
June 27, 2007
4. Mr. Sunil R. Shetty Indian B. E. (Civil) from 16 years Firebricks & Potterieq

S/o Rama N. Shetty
Non-Executive Director
61, Deshpande

Hublii 580 029
Karnataka, India

Nag,

Occupation: Industrialist
Age: 45 years

DIN: 00037572

PAN: ADOPS6616B

Date of Joining:
November 29, 1993

Date of Expiration of
Office: Retire by rotation

Karnataka
University,
Dharwal

Private Limited
Murdeshwar Powe
Corporation Limited
RNS Infrastructure
Limited

RNS Motors Limited
Naveen Hotels Limited
Naveen  Mechanise
Construction Compan}
Private Limited
Naveen Structurals §
Engineering Compan)
Privae Limited
Murudeshwar
Developers Limited
Shri Murudeshwat
Tiles Private Limited
Murudeshwar
Infosystems Limited
Sairam Mines &
Minerals Private
Limited

SHP Auto Service Py
Limited
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NameFat her @s

Designation/ Address Nationality Qualifications Experience Other Directorships
5. Mr.K.P. Indian e B.A. (Hons) in 35years | ¢ RNS Infrastructure
Surendranath Economics Limited
_ e MA. e Davanagere Sugar
S/o Late K. C. Puttaiah (Educational Limited
Pyschology)
Independent Director, N1 from University
Executive of Minnesota
(USA)
145,86, 6Co6 Mai
7" 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: Refre by rotation
6. Mr. K. Sundar Naik Indian e B.E.(Civil) from 64 years | ¢ RNS Infrastructure
University of Limited
S/o Late K. Mahalingg Madras

Naik

Independent Director, Nen
Exeaitive

556,96 A6 Mai n,
1% 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
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NameFat her @s

Designation/ Address Nationality Qualifications Experience Other Directorships
7. Dr. Siddaramayya S. Indian e M.B.B.S. 47 years Murdeshwar Powe
Hiremath e M.D. Corporation Limited

e F.D.IC.S. Naveen Hotels Limited
S/o Shivabasayya Hiremat e FIC.OG.
Independent Director, Nen
Executive
Shivaleela Hospital,
Kalyan Nagar,
Hubli 7 580 031
Karnataka, India
Occupation: Profesfonal
Age: 72 years
DIN: 02272897
PAN: AAQPH4444P
Date of Joining: July 30,
2008
Date of Expiration of
Office: Retire by rotation
8. Dr. Sadanand V. Indian e M.B.B.S. 50 years RNS Infrastructure

Nadig Limited
Murdeshwar Powe

S/o Venkatrao Nadig

Independent Director, Nen
Executive

Gauri Kunj,

No. 81, Ashok Nagar,
Hubli i 580 032
Karnataka, India
Occupation: Professional
Age: 84 years

DIN: 00037817

PAN: ABOPNB8074E

Date of Joining: May 27,
2005

Date of Expiration of
Office: Retire by rotation

Corporation Limited
Naveen Hotels Limited
Gangolli Tile Works
Private Limited
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Relationship between the Directors

Dr. R.N. Shetty is the fatn@f 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 tahe Company and itsWhole time Directors

(i)

(ii)

Mr Satish R. Shetty

The Board of directors by passing a board resolution dated June 2ha@d8FappointeMr Satish R.
Shetty as Managing Director for a period of fi® years with effect from June 27, 2007. The
remuneration payable tdr Satish R. Shetty is stated hereunder:

1. Salary:” 2,00,000/(Rupees Two Lakhs only) per month.
2. Housing:house rent allowance away be decided by the board of directors subject to maximum
of 20% of the salary.

3. Provident Fund: Empl oyerds contribution not exc:
4, Superannuation fund: As per Comp imynblimitsr ul es not
5. Gratuity: As applicable to senior executive$ 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 dependentrehilonce 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
maxi mum of one monthsé salary per year.
9. Club membership: fees for membersbfany two clubs excluding life memberships.
10.Companyds car with driver for official purpose
11. Telephone: free telephone facility at residence for official purpose of the Company.
The Company has passed a shareholder resolution dated Sept@8b 2007 approving the
reappointment oMr Satish R. Shetty as Managing Director and the remuneration payable to him.
Mr Naveen R. Shetty
The Board of directors by passing a board resolution dated June 23, 2007 has reappoiasden
R. Shetty agdoint Managing Director for a period of five(5) years with effect from June 27, 2007. The
remuneration payable tdr Naveen R. Shetty is stated hereunder:
1. Salary:” 1,00,000/(Rupees One Lakhs only) per month.
2. Housing: house rent allowance asay be deided by the board of directors subject to maximum
of 20% of the salary.
3. Provident Fund: Empl oyer éds contribution not exc:
4, Superannuation fund: As per Companydés rules not

5. Gratuity: As applichle to senior executivesf 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

maxi mum of one monthsé salary per year.
9. Club membership: fees for membership of any two clubs excluding lifeb@seships.

10.Companyds car with driver for official pur pose

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 thenesgmghin
Naveen R. Shetty as Joint Managing Director and the remuneration payable to him
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Interest of Directors

All the Compangy s Director s, including I ndependent Directors,
fees, if any, payable to thefor attending meetings of the Board or a committee thereof as well as to the extent

of other remuneration and reimbursement of expenses payable to themthmdéompany s Ar ti cl es ¢
Association.

All the Compan§ s -Eh@autive Directors, including it€hairman, and excluding its Managing Director and

Joint Managing Director, are entitled to sitting fees &{000 per meeting of the Board or a committee thereof.

The Compan§ s Managing Director and Joint Ma nramumeratipn Di r e c t
paid to them for services rendered as an officer or employtbe fompany

All the Company s Director s, including the independent Direc
extent of Shares, if any, held by them and also toetktent of any dividend payable to them and other
distributions in respect of the said SharBlse Compan§ s Di rect or s, including the i1

also be regarded as interested in the Shares, if any, held by or that may be subscribedllbjtexhtb the
companies, firms and trust, in which they are interested as directors, members, partners or trustees.

All the Companf s Directors may be deemed to be interested
entered into or to be enteredany the Companywith 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 thietter of Offerand statutory registers maintained tyg Company in this

regard, the Company has not entered into any contract, agreements or arrangements during the preceding two
years from the date of thidetter of Offerin which the Directors are interested directly or indirectly and no
payments have le@ made to them in respect of these contracts, agreements or arrangements which are proposed
to be made with them.
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A. FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2010
AUDI TORS®6 REPORT
To The Members of MURUDESHWAR CERAMICS LIMITED

We have audited the attachBalance Sheet dlURUDESHWAR CERAMICS LIMITED, as at 31 March

2010, and also the Profit and Loss Account and the Cash Flow Statement for the year ended on that date
annexed thereto. These financi al st a nagemem.t Our ar e t h
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 tlut &oi 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 inaks#ssing 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 Compasie ( Audi t or 6s Report) Order, 2003 issued
terms of suksection (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 orderextéimt applicable to the Company.

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

() We have obtained all the information and explanations, which to the best of our knowledge and belief were
necessary for the purpose of our audi

(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

(i) The Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this report are in
agreementvith 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 insdtion (3C) of Section 211 of the Companies Act,
1956.

Note No 4(c) regarding nei®rovision of Excise Duty on finished goods lying in the factory amounting to
184.36 Lakhswhich is not in accordance with Accounting Stand&réssued by the Institute of Chartered
Accountants of India. The same has no impacherProfits 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) eksation (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 rdaced 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.

€) in the case of the Balance Sheet, of the state of affairs of the company aar&1 20.0.
(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.

For, M.A. NARASIMHAN & C O.
Chartered Accountant

Place : Bangalore (M.A. PARTHANARAYAN)
Partner
Date : 05.05.2010 Membership No. 02899«
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ANNEXURE TO THE AUDI TORS®6 REPORT

Referred in Paragraph (1) of our report of even date

1.

10.

11.

12.

13.

In our opinion, the company is in the process of updating records to show full pastioudarding
guantitative details and situation of its Fixed Assets.

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 oghedinequency 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 inventoryn respect of the assets physically verified.

The Company has not disposed off substantial part of the fixed assets during the Current Year.

The inventories except for clay, owing to its nature, have been physically verified during the year by the
managenent. In our opinion, the frequency of the verification is reasonable.

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 aqdaaé in relation to the
size of the Company and the nature of its business.

The Company is maintaining proper records of inventory. The discrepancies noticed on verification
between the physical stocks and book records were not material in relatibe twperations of the
Company and the same have been properly dealt with in the books of accounts.

The company has not taken loans, from Companies, firms or other parties covered in the register maintained
under section 301 of The Companies Act, 1956inguthe year under review.

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 inentory 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.

According to the information and explanations given to us, weofthe 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.

In our opinion and according to the information and explanations given to us, transactiomingxtes

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.

In our opinion and aceding 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 fiee plaborder has been passed by

the Company Law Board in this regard.

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.

The Cental 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 Ptection 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 duesoditsgy 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 outstandBalesf 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 duriegfittancial 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 daeinancial 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 transactidnsoatracts 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 bthers. T
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 overalinat@m of the Balance
Sheet of the Company, we report that funds raised on-&rantbasis including other short term loans from
Companies have not been used for long term purposes aridwecsa.

23. Based upon the audit procedures performed by us fmmesging 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 Comparsie ( Audi t or sd Report) Order 2003 ha
the Company.

For, M.A. NARASIMHAN & CO.
Chartered Accountant
ICAI FIRM REG NO: 002347S

Place : Bangalore (M.A. PARTHANARAYAN)
Partner
Date : May 5,2010 Membership No. 02899«
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BALANCE SHEET AS AT March 31, 2010

(C in Lakhs)
Schedule As at
PARTICULARS No As at 3/31/2010 3/31/2009
SOURCES OF FUNDS
SHAREHOLDERS FUNDS
(a) Share Capital 1
1) Equity Shares 1,750.97 1,750.97
(b) Reserves & Surplus 2 23,43.50 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 : 7 300.2 300.54
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 Exgnditure
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 Lakhg
Schedule FOR THE YEAR
PARTICULARS No. FOR THE YEAR ENDED 3/31/2010 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 FHoTaxation - 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 Viteit
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 Share - -
i) 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 Notégtounts (Schedule 20) form an integral part of the Balance
Sheet as on 3132010 and Profit & Loss Account for the year endedl2310.

Significant Accounting Policies refer schedule 21; Accounting Poligiefer Schedule 22.
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SCHEDULES TO BALANCE SHEET AS AT MARCH 31, 2010

SCHEDULE 1 (C in Lakhg
PARTICULARS As at3/31/2010 | As at3/31/2009

SHARE CAPITAL

Authorised :

2,40,00,000 (2,40,00,000) Equity Shares aD/- each 2,400.00 2,400.00

16,00,000 (16,00,000)10% Redemable 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, Subscribedand Called up:

1,75,26,818 (1,75,26,818) Equity Shares aD/- each 1,752.68 1,752.68

Paid up Capital:

Equity Share Capital :

1,75,26,818 (1,75,26,818) Equity Shares bd/- each 1,752.68 1,752.68

Less: 24857 (2485Bquity Shares of 10/each forfeited 2.49 2.49

Add: Amount received on 24,857 (24,857) Equity Shares forfeite 0.78 0.78

Total Paid up Share Capital 1,750.97 1,750.97

SCHEDULE 2 (C in Lakhg

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 Cental 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 Lakhg
PARTICULARS As at3/31/2010 | As at3/31/2009
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 (C in Lakhs)
PARTICULARS As at3/31/2010 | As at3/31/2009
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
Canaa Bank, Trinity Circle, Bngalore 3,929.08 4,146.26
Bank of Baroda, Hubli 1,416.14 1,462.36
Development Credit Bank LtdBangalore - 294.50
Indian Bank, Hubli 525.15 530.62
Axis Bank,B"lore - 251.13
B. Cash Credit :
Cash Credit from Cama 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 Itd 337.30 400.97
Cash Credit from Citi Bank - 418.26
Cash Credit from HDF®ank 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 (C in Lakhs)
PARTICULARS As at 3/31/2010 | As at3/31/2009
UNSECURED LOANS
Public Deposits 32.75 165.67
L | 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
ICICIBank 114.45 -
Total 606.11 977.00
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NOTES ON SECURED LOANS:

1. The Term Loans from Banks namely Canara B&dnk 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. Théd sharge on the movable properties of the Company in favour
of these Bankers is subject to prior charges <creat
requirements.

2. (a) The Cash Credit and other working capital facilities (including adiaits)i 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 medfior export on parpassu 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-d&btk & 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 Bankersrestioned 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 Lifelnsurance Corporation of India is against pledge of-Kiey 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 rassatdesubject 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 havdultéen 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
As on

Name of Asset As on Additions | Deletions Upto For the year | Deletions Upto As at As at

01.04.2009| 200910 | 200910 | 31.03.2010| 31.03.2009| 200910 200910 | 31.03.2010| 31.03.2010| 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 20314 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 (C in Lakhs)
PARTICULARS As at 3/31/2010 As at3/31/2009
INVESTMENTS
(Non Trade, Unquotedat Cost)
National Savings Certificate 0.51 0.66
Equity Shares :
Murudeshwar Decor Limited :
20,000 Equity Shares 0f10/ each 2.00 2.00
Murdeshwar Power Corporation lid
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 at3/31/2009
INVENTORIES (as per Inventory takesgind value certified by th
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 10452.67
SCHEDULE 9 (C in Lakhs)
PARTICULARS As at 3/31/2010 As at3/31/2009
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 (C in Lakhs)
PARTICULARS As at 3/31/2010 As at3/31/2009
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 considalegood)
Advances 483.55 484.86
(recoverable in cash or in kind far value to be received)
Deposits 574.99 749.08
Adance Payment of Tax - 8.61
Tax Deducted at sousc 25.17 28.41
Total 1,083.71 1,270.97
SCHEDULE 12 (C 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 (C in Lakhs)

PARTICULARS

As at 3/31/2010

As at 3/31/2009

MISCELLANEOUS EXPENDITURE

Preliminary and Public Issue Expenses :

Opering 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 2268
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 andLabour 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 (C 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 2341
Others 234.90 167.63
Total 574.48 614.77
SCHEDULE 19 (C in Lakhs)
PARTICULARS As at 3/31/2010 As at 3/312009
ADMINISTRATION, SELLING & OTHER EXPENSES
Rent 203.29 231.58
Ratkes, 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 (C 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 provid&dfor
lakhs (" 88.08 lakhs)
b) Guarantees given by Banks on behalf of the Compamhy22 lakhs(" 125.96 lakhs)
c) Letters of Credit eablished with Bank3 1039.72lakhs ( 64.26 lakhs)

3. Details of Raw Materials Consumed:

. CURRENT YEAR PREVIOUS YEAR
. Unit of

FETTEIEDS Measurement Quantity value Quantity VRIS
(C in Lakhs) (C in Lakhs)
Clays Tonnes 149876.89 1942.55 144329.70 269086
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 informaton pursuant to Part Il of Schedule VI to The Companies Act, 1956.
a) Particulars of capacity and production in Metric Tonnes.

Annuglagaegi)s,tered Anr(l:ua?)lélgﬁ;alled Actual Production
Cless e Ceets Current Previous Current Previous Current Previous
Year Year Year Year Year Year
Ceramic Glazed & Un
Glazed Vitrified Tiles 2,76,300| 2,76,300 2,22,300 2,22,300 1,02,426 1,15,791
(Tonnes)
Polished Granite  Slab
(Sqg.Mtrs.) 72,000 72,000 72,000 72,000 23,043 19,807

*As certified by the Maagement 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.
Opening Stock Sales Closing Stock
Value Value
Class of Goods Qty. Cin Oty . i\éal_lgﬁhs) Qty. C i
Lakhs) Lakhs)
Ceramic Glazed & UiGlazed 25,640| 3,900.33 96,167 13,637.01 31,899| 4,479.54*
Vitrified Tiles (Tonnes) (25,374)| (3,974.04)| (1,15,525)| (17,605.32)] (25,640)| (3,900.33)
Polished Granite Slab 4,482 92.00 16,979 202.31 10,546| 215.35*
(Sg.Mtrs.) (9,958)| (203.35)| (25,283) (301.77) (4,482) (0.92)
Tradingi Tiles - - - - - -
(Sg.Mtrs.) - - () () () ()
Earth Work & Maintenance
Receipts
(Cub.Mtrs.) (1,134.40)
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* Exclusive of Excise Oy element of 184.36 lakhson Finished Goods lying at factory.

c)

d)

f)

9)

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 Standard2AS
issued by Institute of Chartered Accountants of India. However, th@meision of excise duty has
no impact on the profit for the year under review. Closing stock at branches and stock in transit of
2,268.12akhs are inclusive of Excise Duty.

CURRENT YEAR PREVIOUS YEAR
CIF Value of Imports

Capital Goods 18.65 295.32
Raw Materials 138.71 1,059.00
Spares and Consumables 385.02 511.34
Expenditure in Foreign Currency: Travel 4.45 7.80
Earning in Foreign Exchange: FOB Value of Exports - 36.01

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)

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
Pequisites 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
TOTAL 1.95 1.85

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.

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.

a) Sundry Creditors include 90.49 lakhs { 45.78 lakhs) due to Small Scale and ancillary
undertakings.

b) List of Small Scale Indstrial Undertakings to whom the Company owes a sum exceéeding
lakh, which is outstanding for more than 30 days:

01. Ashapura China Clay Company, Bhuj 02.Bharat Minerals, Cuddapah

03. Hari Belts & Conveyors Pvt. Ltd.,Bangalore 04. HiTech Ceramics, Jaipur

05. M S Traders, Namakkal 06. N R Industries, Belgaum

07. S B International, Coimbarie 08. Shri Abirami Enterprises, Namakkal

09. Yesha Industries, Hubli.
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9. Balances of sundry debtors, loans and advances and sundry creditors to the extent unconfirmed as
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 Trst;* 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 Charézl 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 futured 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 yearb6s figures have dessanynto comfam to guorend /
y e adlaésHication

12. DISCLOSURE OF RELATED PARTIES AS REQUIRED BY ACCOUNTING STANDARDS -18
ISSUED BY THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA

(" in Lakhg
Transactions Max. Balance O/s.

Name of the Party during the year Ofs. talance as at during the year

2010 2009 2010 2009 2010 2009
MURDESHWAR POWER
CORPORATION LTD.,
- Sale of Tiles 1.09 ) 1.09 i 1.09 i
- Purchase of Power 459.73 490.98 417.03 480.37 468.35 480.37]
- Earth Work Receipts - 482.68 - 471.74 - 471.74

NAVEEN HOTELS LTD.,
11.34 24.97 76.74 27.58 76.79 36.66

- Sale of Tiles

- Services / Maintenance - - - 43.11 - 195.11
- Funds transferredReceipt 70.00 159.31 9.78 24.79 70.00 288.54
- Hotel Room Rentals 0.80 0.83 22.21 20.53 22.21 20.87

SHRI MURUDESHWAR TILES
PVT. LTD.,

. A1 A .81 1 .81
- Purchases / Services 0.38 310 6.18 58 6.18 58
RNS INFRASTRUCTURE LTD.,

. Sale of Tiles 73.23 195.23 5.97 204.71 273.90 213.81
- Earth Work Receipts - 651.72 -l 1,547.9¢ 1,513.1§ 1,889.7]
- Purchase of Assets - 147.25 - 316.93 -l 2,345.43
- Fund Transfer 376.79 - 10.10 - 376.79 -
RNS MOTORS

. Sale of Tiles 8.12 40.79 24.19 16.79 24.19 40.78
- Purchase of Assets & Services 2.32 12.55 15.48 13.33 17.97 25.13
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Transactions Max. Balance Of/s.
ﬁlo Name of the Party during the year Ofs. talance as at during the year
2010 2009 2010 2009 2010 2009
6. |INAVEEN STRUCTURALS &
ENGG. CO. PVT. LTD,,
. 0.02 1.25 8.80 8.82 8.80 10.07
- Purchases / Services
7. RN 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. |[RNSHETTY FAMILY TRUST
- 12.42 - - - 12.42

- Purchases / Services
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13. SEGMENT REPORTING AS REQUIRED BY ACCOUNTING STANDARD - 17 ISSUED BY
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA

(C in Lakhs)

SEGMENT CERAMIC VITRIFIED GRANITE EARTH WORK (CONSOLIDATED
REPORTING & OTHERS [OURE

Current |PreviougCurr ent |PreviousCurrent [PreviousiCurrent [PreviougCurrent [Previous

Year Year Year Year Year Year Year Year Year 'Year
REVENUE
External Sales 3,226.14 3,047.6( 10,410.8{14,557.6( 202.3]1 301.7] - 1,134.4( 13,839.3] 19,041.4
Inter Segment Sales - - - - - - - - - -
Total Revenue 3,226.1{ 3,047.6¢ 10,410.8{14,557.6{ 202.3]1 301.7] - 1,134.4( 13,839.3] 19,041.4
RESULT 77.5] 38.01(1,461.16 157.3% (240.78| (183.13 - 3174 (1,624.43 43.95
Unallocated Expens - - - - - - - - 8.44 8.44
Operating Profit - - - - - - - 4 (1,632.87 35.5]
Other Income - - - - - - - - 55.9¢ 36.35
Income Tax - - - - - - - {4 (46.14 53.78

Profit from ordinary

activities ' - - - - - - 4 (1,530.77 18.0§

Extra-ordinary Loss - - - - - - - - 4 4

Net Profit - - - - - - - 4 (1,530.77 18.0¢
Segment Assets 8,121.7] 7,801.6( 35,667.0{37,601.6{ 2,182.0( 2,171.0( - 942.7¢ 45970.79 48,516.9
Unallocated Corporate

Assets - - - - - - - - 871.2 300.54
Total Assets 8,121.7] 7,801.6( 35,667.0{37,601.6] 2,182.0( 2,171.0 - 942.7¢ 46,841.9 48,8175
Segment Liabilities 4,281.3( 3,659.8{ 16,361.2117,974.2( 269.7]1 227.7¢ - 230.3( 20,912.3] 22,092.2
Unallocated Corporate

Liabilities y ’ ’ ’ - ’ - 1 1664 146.9]
Total Liabilities 4,281.3( 3,659.8{ 16,3%1.2417,974.2( 269.7] 227.7¢ - 230.3( 20,928.91 22,239.1
Capital Expenditure - - 7271 98293 - - - - - -
Depreciation 589.9]1 442.44 1,764.8{ 1,6455( 111.54 111.5] - 202.64 2,466.3¢ 2,402.1
Non cash expenditure

other than _ _ _ _ ) _ ) _ 8 .44 8.44

depreciation
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SCHEDULE 22

1. Significant Accounting Policies :

The mpany 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 dtributabch
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 providé 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 minih@lay have been capitalized under the head Building
I 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 Compairybringing 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 stoclution is accounted for at the aforesaid
weighted cost.

Excise Duty on Finished Goods lying at factory amounting t84.36 lakhshas not been included in the
closing stock, which is not in accordance with Accounting Stand&.d However the same has 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 biCtlof 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 leaveeantdtethe end of each calendar
year. The incremental amount so calculated each year is debited to Salaries andl¥éagesncashment.

10. Deferred Income Tax :

Deferred income tax is provided using the liability method on all timing differences at thredalaecet 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 Inlakhs)

CASH FLOW STATEMENT ANNEXED TO BALANCE SHE ET FOR THE PERIOD FROM APRIL
2009 TO MARCH 2010

2009201( 2008200¢
A. CASH FLOW FROM OPERATING ACTIVITIES :
Net profit before tax & extraordinary items (1,576.90 71.85
Adjustments for :
Depreciation 2,466.24 2,402.13
Interest paid 2,446.30 2,547.60
Preliminary Expenses written off 8.44 8.44
Loss on Sale of Fed Assets 23.02 2.01
Profit on Sale of Assets (0.12) (0.33)
Interest Income on Investments (32.18) (22.68)
Dividend received (7.45) -
Operating profit before working capital changes 3,327.35 5,009.02
Adjustments for :
Decrease / (Increase) in Inventories (1,626.49 (418.40)
Decrease / (Increase) in Sundry Debtors 2,219.76 1,610.45
Increase / (decrease) in Sundry Creditors 281.61 (439.54)
Decrease/(Increase) in loans & advances 240.35 50880
Cash generated from operations 4,442.58 6,270.33
Taxes paid - (392.69)
Cash flow before extraordinary 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 (373.84) (1,470.09
Sak of fixed assets 10.26 8.00
Interest received 32.18 22.68
Dividend received 7.45 -
Purchase of Investments - -
Sale of Investments 0.15 -
Net cash flow from investing activities (323.80) (1,439.41
C. CASH FLOW FROM FINANCING ACT IVITIES :
Secured loans repaid (1,162.89 (1,098.99
Unsecured loans paid (370.90) (626.75)
Dividend paid (92.56) (240.22)
Interest paid (2,446.30 (2,547.60
Net cash used in financial activities (4072.65) (4,513.56
Net increase in Cash and Cash equivalents 46.13 (75.33)
Cash and Cash equivalents as on 01.04.2009 423.99 499.32
Cash and Cash equivalents as on 31.03.2010 470.12 423.99
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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.

(C Inlakhs)
PARTICULARS 20092010 20082009
Cash on hand and balances with Bank 470.12 423.99
Short term investments -
Cash and Cash Equivalents Effect of changes in Exchange
Cash and Cash Equivalents as restated 470.12 423.44

CERTIFICATE

We have examined the ae 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 Standar@ issued by the Institute of Chartered Accountants of Indiaasnder 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 : Banglore

M. A. PARTHANARAYAN
Date : 0505-2010

Partner
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B. SPECI AL PURPOSE AUDI TFOR SHE TREEE Q/ONTHS PERIOD ENDED
JUNE 30, 2010

We have audited the attached Balance She®#dRUDESHWAR CERAMICS LIMITED, as at Jung&O,

2010, and also the Profit and Loss Account and the Cash Flow Statement3dvitimth Period ended on that

date annexed thereto. These financial stateneemtse t he responsibility of the ¢
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. ThasdsStan
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 tfigancial 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 reasonablddvamis opinion.

As required by the Companies (Auditorés Report) Or de
terms of suksection (4A) of section 227 of the Companies Act, 1956, we enclose in the Annexure a statement
on the matters specified 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 proppsed tompany. This report cannot be utilised
for any other purpose .

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

() 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.

(i) 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

(i) The Balance Sheet, Profit & Loss Account and Cash Flow Statement dealbywthis 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 inseabion (3C) of Section 211f dhe
Companies Act, 1956.

Note No 4(c) regarding norProvision 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, 28ttonJune 201@nd taken on
record by the Board of Directors, we report that none of the director is tifglas on30th June 2010
from being appointed as a director in terms of clause (g) ofseation (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 affafre company as dune 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 No028994
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ANNEXURE TO THE AUDITORS REPORT

Referred in Paragraph (1) of our report of even date

10.

11.

12.

13.

In our opinion, the company is in the process of updating records to show full particulars including
guantitative details and situation of its Fixed Assets.

A part of the fixed assets have been physically verified by the Management during the year, however
there exists grogramof 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 iadatéscrepancies were noticed between the book
records and the physical inventory in respect of the assets physically verified.

The Company has not disposed off substantial part of the fixed assets during the Current Year.

The inventories except for glaowing to its nature, have been physically verified during the year by
the management. In our opinion, the frequency of the verification is reasonable.

In our opinion and according to the information and explanations given to us, the procedures of
phydcal 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.

The Company is maintaining proper records of inventory. The discrepancies noticed ontieerifica
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.

The company has not taken loans, from Companies, firms or other partiegered in the register
maintained under section 301 of The Companies Act, 1956, during the year under review.

In our opinion and according to the information and explanations given to us, there are adequate
internal control procedures commensurate Withsize 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 i
internal controls.

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.

In our ophion 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 hegard to the prevailing market
prices at the relevant time.

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
CompaniesAcceptance 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.

An independent firm of Chartered Accountants has conducted internal Audit during the yearsand it i
commensurate with the size of the Company and the nature of its business.

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 reguh 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 Runy 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 moréfthaericent 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 an
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, debenturesdaather 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 hegiven 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 wezd.rais

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 ortetmrbasis including other short
term loans from Companies have not been used for lengperposes and videversa.

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 notiaadeported during the course of our audit.

24. Al | the other provisions of the Companies (Audi
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:28994
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BALANCE SHEET AS AT JUNE 30,2010

(" in Lakhg
As at As at
PARTICULARS ScheduleNo. 30.06.2010| 30.06.2009
Audited Unaudited
SOURCES OF FUNDS
SHAREHOL DERS FUNDS
(a) Share Capital 1
1) Equity Shares 1,750.9] 1,750.9]
(b) Reserves & Surplus 2 23,544.0 24,434.6
(c) Deferred Tax 3 827.34 856.8¢
26,122.4( 27,0425
LOAN FUNDS
Secured Loans 4 16,84.66 17,655.7
Unsecured Loans 5 328.74 808.1(
17,175.3f 18,463.8
TOTAL 43,297.7¢ 45,506.3
APPLICATION OF FUNDS :
FIXED ASSETS 6
Gross Block 52,065.2 50,859.6
Less : Depreciation 22,092.1 19,584.4]
29,973.0 31,275.1
Add : Capital Work In Progress
Including Advances 294.97 946.94
30,268.0( 32,222.1
INVESTMENTS : 7 300.3¢ 300.54
CURRENT ASSETS,LOANS AND
ADVANCES
(a) Inventoris 8 13,070.1 10,486.6
(b) Sundry Debtors 9 2,038.41 4,174.9]
(c) Cash and Bank Balances 10 662.56 358.93
(d) Loans and Advances 11 1,113.3] 1,449.34
(e) Interest Accrued on
Deposits 22.43 25.74
16,906.81 16,495.6¢1
CURRENT LIABILITIES AND
PROVISIONS
(&) Current Liabilities 12 4,157.94 3,359.9
(b) Provisions 13 27.00 158.32
4,184.9¢ 3,518.3]
NET CURRENT ASSETS 12,721.8) 12,977.34
Miscellaneous Expenditure
To The Extent Not Written off
or Adjusted 14 7.48 6.33
TOTAL 43,297.7) 45,506.3
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PROFIT & LOSS ACCOUNT FOR THE PERIOD ENDED JUNE 30,2010

(" in Lakhs)

PARTICULARS

FOR THE PERIOD

FOR THE PERIOI

Schedule No ENDED 30.06.201 ENDED 30.06.200
Audited Unaudited
INCOME :
Operational Income 3,890.4} 3,387.44
Other Income 15 12.272 7.17
Increase/(Decrease) In Stock 16 509.4¢ (120.96
4,412.1 3,273.6!
EXPENDITURE :
Raw Materials Consumed 711.67 778.93
Purchases of Trading Goods 174.12 -
Excise Duty Paid 287.61 128.1(
Power and Fuel 788.8¢ 637.4(
Production Consumables 105.58 149.23
Salaries,Wages & Amenities 17 303.1( 281.87
Repairs & Maintenance 18 146.47 147.9(¢
Administration, Sellig and
-Other Expenses 19 604.2¢ 483.7]
Interest 20 529.7¢ 596.8(
Depreciation 628.1¢ 604.38
4,279.5 3,808.2]
PROFIT/(LOSS) BEFORE TAX: 132.54 (534.62
Less: Provision For Taxation 27.0( -
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 i i
Written Back
PROFIT AFTER TAX : 105.54 (534.62
Balance of Profit Brought Forward (1,083.25 447.5]
APPROPRIATION :
i) Dividend on Equity Shares - -
ii) Corporate Dividend Tax - -
Transfer to Capital Redemption Reserve - -
Transfer to General Reserve - -
Surplus/(Loss) @rried to Balance Sheet (977.71 (87.11
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SCHEDULES TO BALANCE SHEET AS AT JUNE 30, 2010

SCHEDULE 1: (" in lakhs)
As at As at
30.06.2010 30.06.2009
PARTICULARS Audited Unaudited
SHARE CAPITAL
Authorised :
5,56,20,000 (2,40,0000) Equity Shares of 10/- each 5,562.00 2,400.00
16,00,000 (16,00,000)10% Redeemable Cumulative Preference Sh
of * 100 each 1,600.00 1,600.00
25,50,000 (25,50,000)10% Cumulative Convertible Preference Shg
of * 124 each 3,162.00
7,16200 7,162.00
Issued, Subscribed and Called up:
1,75,26,818 (1,75,26,818) Equity Shares 4D/ each 1,752.68 1,752.68
Paid up Capital:
Equity Share Capital :
1,75,26,818 (1,75,26,818) Equity Shares bd/- each 1,752.68 1,752.68
Less : 24857 (24857) Equity Shares ofl0/-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)
30.06.2009
Audited Unaudited
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 & LesAccount - -
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 As at
Audited 30.06.2009
Unaudited
DEFERRED TAX
Opening Balance 827.38 856.88
Add: Provision duringte year - -
827.38 856.88
Less: Deferred Tax Assets - -
827.38 856.88
SCHEDULE 4: ( in lakhs)
PARTICULARS As at As at 30.06.200¢
30.06.2010 Unaudited
Audited
SECURED LOANS :
A. Rupee Loan :
State Bank of IndiaKlubli 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 Itd 244.85 286.47
Cash Credit fronOriental 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 oPunjab (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)

As at
PARTICULARS 30.06.2010 | 1> 21 30-06.2009
Audited
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 -
ICICIBank 328.72 808.1
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SCHEDULE 6:

C in lakhs
GROSS BLOCK DEPRECIATION BLOCK NET BLOCK|
FIXED ASSETS As od Additiong Deletions As on Uptg For the yeg Deletiong Uptog As al As al
AsS on As or

01.04.201( As on 30.06.1] 30.06.1( 30.06.201( 31.03.201 3006.1¢ As on 30.06.1] 30.06.201 30.06.201( 31.03.201

LAND 231.01] - - 231.0] - - - - 231.01 231.0]
QUARRY LAND 7.51 - - 7.5] - - - - 7.5] 7.5]
BUILDING 8,446.7( - - 8,446.7 1,654.0¢ 52.31 - 1,706.41 6,740.2 6,792.64
PLANT AND MACHINERY 42,139.9] - -l 42,139.9 19,090.04 548.23 -l 19,638.2 22,501.6¢ 23,049.8
FURNITURE & FIXTURES 663.69 0.22 - 663.97 307.415 9.38 - 316.83 347.0§ 356.24
MOTOR VEHICLES 377.7¢6 - 3.8¢ 373.81 214.8¢4 15.1¢ 1.6Q 228.34 145.44 162.87
COMPUTERS 202.64 0.24 0.54 202.34 165.3] 3.08 0.27 168.17 34.22 37.39
TOTAL 52,069.2+ 0.47 4,44 52,065.2 21,431.7 628.14 1.87 22,058.04 30,007.24 30,63749

Note:1.No Depreciation has been provided on quarry land of Granite Division as the same is not ascertainable and wliidatphavend of the lease period.

2.Land has been alloted by KIADB on lease cum salsbas
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SCHEDULE 7: ( in lakhs)
PARTICULARS A As at 30.06.2009
s at Unaudited
30.06.2010
Audited
INVESTMENTS :
(Non Trade, Unquotedat Cost)
National Savings Certificate 0.51 0.66
Equity Shares:
MurudeshwaDecor Limited :
20,000 Equity Shares 0f10/ each 2 2
Murdeshwar Power Corporation Itd :
1489400 Fully paid Unquoted Equity Shares
of * 10/ each 297.88 297.88
300.39 300.54
SCHEDULE 8: ( in lakhs)
PARTICULARS As at As at 30.06.2009
dited
30.06.2010 LD
Audited
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 A As at 30.06.2009
s at Unaudited
30.06.2010 hauaite
Audited
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 A As at 30.06.2009
s at Unaudited
30.06.2010 nauarte
Audited
CASH AND BANK BALANCES
Cash on hand 73.19 71.54
Balance with Scheduled Banks :
Current Accounts 369.07 60.14
Fixed Deposits
(C 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 As at 30.06.2009
Unaudited
30.06.2010
Audited
LOANS AND ADVANCES :
(Unsecured considered good)
Advances
(recoverable in cash or in kind or for value to be received) 669.91 699.%4
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 As at 30.06.2009
dited
30.06.2010 Ll
Audited
CURRENT LIABILITIES :
Sundry Creditos 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 As at 30.06.2009
Unaudited
30.06.2010
Audited
PROVISIONS :
Taxation 27 35.46
Proposed Dividend including tax thereon - 122.86
27 158.32
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SCHEDULE 14: ( in lakhs)
PARTICULARS AG B As at 30.06.200
Unaudited
30.06.2010
Audited
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 AG B As at 30.06.2009
Unaudited
30.06.2010
Audited
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 As at 30.06.2009
30.06.2010 Unaudited
Audited
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 As at 30.06.200¢
30.06.2010 Unaudited
Audited
SALARIES, WAGES & AMENITIES
Salaries And Wages 211.51 209.27
Staff and Labour Wetire 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 AG B As at 30.Q6.2009
30.06.2010 I L)
Audited
REPAIRS & MAINTENANCE
Plart and Machinery 89.12 90.85
Buildings 7.06 5.04
Others 50.24 52
146.42 147.89
SCHEDULE 19: ( in lakhs)
PARTICULARS A B As at
30.06.2010 cl0H0ler ATl
S Unaudited
ADMINISTRATION, SELLING & OTHER EXPENSES
Rent 41.37 41.4
Rates, Bxes 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
Advertissment and Publicity 4.65 0.76
Selling Expensegreight 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
Losson Sale of Assets - -
604.26 483.73
SCHEDULE 20: (" in lakhs)
PARTICULARS As at As at 30.06.200¢
30.06.2010 UInEEE
Audited
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 AGCCOUNTS 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) Estimaed amount of contracts remaining to be executed on capital account and not provided for

110.66 lakh§' 2.28 lakhs)

b) Guarantees given by Banks on behalf of the Compa&@®:22 lakhs(" 126.66 lakhs)

c) Letters of Credit established with Bank4,0@.40 lakhs(" 1,181.27 lakhs)

3. Details of Raw Materials Consumed :

. 30.06.2010 (Audited) 30.06.2009 (Unaudited)
FEIIEUIENS Me;)snultr:r];]ent Quantity . \_/alue Quantity . yalue

(" in lakhs) (" in lakhs)
Clays Tonnes 36738.62 424.34 21762.00 467.58
GlazeMaterial & 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 i 1.17 i 6.68
Tiles purchase 174.12 0.75
885.78 805.86

4. Additional informdion pursuant to Part Il of Schedule VI to The Companies Act, 1956.
a) Particulars of capacity and production in Metric Tonnes.

Annual Reg|stered Annual Instaﬂled Capacity Actual Production
Capacity
Class of Goods
30.06.2010| 30.06.2009 | 30.06.2010| 30.06.2009 | 30.06.2010f 30.06.2009
(Audited) (Unaudied) | (Audited) (Unaudited) | (Audited) | (Unaudited)
Ceramic Glazed &
Unglazed Vitrified
Tiles
(Tonnes) 2,76,300 2,76,300 2,22,300 2,22,300 24,561 24,986
: 2,677
Tiles purchase 57238
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 galbdgitieby the

Company.
Opening Stock Sales Closing Stock
Class of Goods Value Value Value
QY- | cintakhs) | ¥ | Cinlakhs)| QY- C in lakhs)
Ceramic Glazed & Uitlazed| 26,838 3,641.86 | 23,227| 3,576.7 28,172 4,081.81
Vitrified Tiles (Tonnes) (25,640) | (3,900.33) (26,838) | (3,641.86)
Polished Granite Slab 3,632 74.16 164 0.95 10,382 212.00
(Sq.Mtrs.) (4,482) (0.92) (3,632) (74.16)
Tradingi Tiles ) )
(Sqg.Mtrs.) i i 89,401 313.20 33,806 110.75
Tonnes 1,866 ) 811 )
() (@)
Earth Work & Maintenance )
Receipts )
(Cub.Mtrs.)

(* Exclusive of Excise Duty element 0f148.52 lakhson Finished Goods lying at factory.)

¢) The Company has consistently valued Finished Goods lying at factory exclusive of excise duty
amounting to 14852 lakhs.This is not in conformity with Mandatory Accounting Standard-AS
issued by Institute of Chartered Accountantdnafia. Howevey the non-provision of excise duty has
no impact on the profit for the year under revi€losing stock at branchesic 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)
Particubrs 30.06.2010 30.06.2010
(Audited) (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. Managerialremunerationpaid to Managing Director and Joint Managing Director includes the

following :
(" in lakhs)

. . 30.06.2009
Particulars 30.06.2010 (Audited) (Unaudited)
Salary 9.00 9.00
Perquisites 0.48 0.48
Contribution to PF & SAF 1.40 1.40

B. Consultancyand Professional fees include payments to Auditors for :

. 30.06.2010 30.06.2009
PEIIEUIETS (Audited) (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 prescohédule 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 Creditorsinclude = 88.61 lakhs (" 66.39 lakhs)due to Small Scaleand Ancillary
Undertakings.

b) List of Small Scale Industrial Undertakings to whom the Company owes a sum exceé&daddh,
which is outstading 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 Enterpriss, 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 nec&ssaigy Debtors includes a
sum of* 174.49lakhs from Group Companies.

a) M/s. Naveen Hotels Ltd., : *88.20 l&khs
b) M/s. R N S Motors : *26.44 l&hs
c) M/s. R N Shetty Trust : " 53.52 l&khs
d) M/s. RNS Infrastructure Ltd., : © 5.24 l&khs
e) M/s. Murdeshwar Power Corporation Ltd., : ©1.09 l&hs
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 Stargard
issued by Institute of Chartered Accatants 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 offhe Deferred tax asséthe 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 yeardéds figures have been oepffoompéd Lureant
classification.

DISCLOSURE OF RELATED PARTIES AS REQUIRED BY ACCOUNTING STANDARD - 18
ISSUED BY THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA

( in lakhs)
Transactions Ofs.balance Max. balanceOls.
Name of the Paty During the year as at During the year

30.06.2010 30.06.2009 30.06.201Q 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 88.2(0 74.44
- Funds transferredReceipt 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.LTD.

- Purchases / Services - - 6.18 5.81 6.18 5.81]
RNS INFRASTRUCTURE LTD.

- Sale of Tiles 3.52 16.14 5.24) 1,443.6( 5.24f 1,443.6(
- 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 CERAMIC VITRIFIED GRANITE I,EAAI\\IRDTS'I\'IIV—l(IZEE CON_Sl_g_I}IAI?I:O‘TED
REPORTING

Items 30.06.10:30.06.09 30.06.10| 30.06.09{30.06.1(30.06.0930.06.1(30.06.0¢ 30.06.1( 30.06.0
REVENUE
Externd Sales 876.94 800.46 3,012.53 2,510.87 0.95 76.11 - - 3,890.42 3,387.44
Inter Segment Saleg - - - - - - - - - -
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
Extraordinary Loss - -
Net Profit 105.54 (534.62
Segment Assets 8,920.588,511.5335,622.2¢37,140.301,957.932,166.30 - - 46,500.71 47,818.13
Unallocated
Corporate Assets 570.81 570.8]
Total Assets 8,920.588,511.5335,622.2¢37,140.301,957.932,166.30 - - 47,071.54 48,388.94
Segment Liabilities | 3,729.794,375.7317,597.9917,056.47 5.64 391.67 - - 21,333.3¢ 21,823.87
Unallocated
Corporate Liablities - -
Total Liabilities 3,729.794,375.7317,597.9317,056.44 5.64 391.67 - - 21,333.34 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 expenditu
other than
depreciation - 8.44
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SCHEDULE 22 :

1.

10.

Significant Accounting Policies :

The Company adopts geneyalaccepted Accounting policies exceptitigose which have been
specifically stated hereinThe Financial statements have been drawn up according to the accounting
standards prescribed under Section 211(3C) of The Companies Act, 1956.

Income :
i) Sales areet of returns and inclusive of excise duty. Sales are accounted dispaichbasis.
ii) Other Income is accounted on accrual basis.

Expenses :
All expenditures are accounted on accrual basis after reducing any specific income attributable to such
expenditue.

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 lit@sis 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 havedagéalized under the head
Building 7 Others and Depreciation provided accordingly.

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 theod® 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
accountedor at the aforesaid weighted cost.

Excise Duty on Finished Goods lying at factory amounting 1¢8.52lakhs has not been included in
the closing stock, which is not in accordance with Accounting Stanidardowever the same has no
impact on the praf of the businessThis has been consistently followed.

Investments :
Investments are valued at cost and income thereon is accounted for when received.

Gratuity :
Gratuity has been paid through an approved gratuity fund managed by the LIC of Indiaun® paid
thereon is accounted as expenditure.

Bonus :
Minimum Bonus payable as per the Payment of Bonus Act has been provided in the accounts.

Leave Encashment :

Leave encashment has been determined based on the available leave entitlement at tlea@dnd of
calendar year. The incremental amount so calculated each year is debited to Salaries andedlages
encashment.

Deferred Income Tax :

Deferred income tax is provided using the liability method on all timing differences at the balance sheet
date letween 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 forthe period between April 1, 2010 andSeptember30, 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 NeProfit 219.83

Material changes and commitments, if any affecting financial position of the Company

Except as disclosed in the section entiffedlat er i al D ébegmning pnpegad2 of this Letter of
Offer there are no Material changes and comitts, if any afcting financial position of thEompany.

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 weekd prices for the last four weeks, current marggtes, and highest
and lowest prices of the Equity Shares, please tefahe section entitledi Ma r k e t Price
beginning ormpage82 of this Letter of Offer

Dividend Policy

The declaration angayment of dividend will be recommended by the Board and approved Bijdheholders
of the Company at their discretion and will depend on a number of factors, includimgsthlés of operations,
earnings, capital requirements and surplus, general fadaoonditions, contractualestrictions, 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 %
200910 Nil Nil
200809 0.60 6.00%
200708 1.20 12.00%
200607 2.00 20.00%
200506 2.00 20.00%
On Preference Shares:

Financial Year Dividend Per Share {) Dividend %
200910 Nil Nil
200809 Nil Nil
2007-08 Nil Nil
2006-07 (*) 4.17 10.00%
200506 (*) 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 tae@Suant to an initial public
offering made in the year 198&ubsequently, the Equity Shares of the Company were also listed on the NSE
the year 2004. Later, the Company voluntarily got its equity shares delisted in the yeafl#0dmpany has
received inprinciple approvals folisting of the Rights Equity Shares to be issued pursuant to this Issue from
the BSE and the NSE by letters daalvember 11, 201@nd November 23, 20l@spectivelyThe Company

will make applications to the Stock Exchasgfor permission to deal in and for an official quotation in respect
of the Rights Equity Shares being offered in terms of tteter ofOffer. If the permission to deal in and for an
official quotation is not granted for the Rights Equity Shares bySteek Exchangeshe Company shall
forthwith repay, without interest, all monies received from the Investors pursuant teettez of Offer If such
money is not repid within eight days afte€ompany becomes liable to repay it (i.e. 15 days after ISksing

Date or the date of refusal by the Stock Exchanges, whichever is etitBé&@hmpany and every Director tife
Company who is an officer in default shall, on and from expiry of eight days, be jointly and severally liable to
repay the money, witimterest as prescribed under Section 73 of the Companies Act.

The high, low and average market prices of the Equity Sharke Gompany during the preceding three years
were recorded, as stated below:

BSE
Year Date of High High Volume on | Date of Low | Low () Volume on | Average ()
) date of High Date of low

(No. of (No. of

Shares) Shares)
December 4,
2007to January 04 {November /
December 3, |2008 145.00] 37,02 17, 208 16.4(Q 29,62 80.7(¢
2008
December 4,
2008 to November {March 16 i 4
December 3, |19, 2009 45.70 3,41,223 2000 14.55 9,564 30.13
2009
December 4,
2009 to April 21, {November d d
December 3, |2010 42.5(0 1,45,52]1 26, 2010 24.00 10,114 33.25
2010
(Source:.www.bseindia.coin

NSE
Year Date of High High Volume on | Date of Low| Low () Volume on | Average ()
) date of High Date of low

(No. of (No. of

Shares) Shares)
December 4,
2007 to December November
December 3, |31 2007 146.0( 2,04,44]21, 2008 18.0( 4,024 82.00
2008
December 4,
2008 to November o {March 12, g
December 3, |19, 2008 45.85 5,48,991 2009 14.5(0 5,349 30.1¢§
2009
December 4,
2009 to January 14, {November a
December 3, |2010 47.00 77,88 26, 2010 23.55 13,050 35.2¢§
2010

(Source: www.nseindicom)
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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 SEbahanges for the six months preceding the date

of filing of the Letter of Offeris as stated below:

BSE
Month Date High Volume Date Low Volume [Average ()
C) (No. of ) (No. of
Shares) Shares)
June4, 2010to c
July3, 2010 July 2, 201( 36.00 47,103June 7, 201 32.15 1,014 34.09
July4, 2010to  (July 26, d 4 . .
August3, 2010|2010 37.6 1,52,523July 5, 201( 32.6(¢ 2,473 35.13
August4, 2010to
Septembes,  |Lugust13, 4089  2,39,401°U9Ust4, 33.50 3,994 37.14
2010 2010
2010
Septembed,
201010 October [SEPtember 4104 1,37,6213¢Ptember 3550 21,268 38.24
29, 2010 6, 2010
3, 2010
October4, 2010
to Novemben, |Sctoper 8, 4150  54,124000ber 27, 28.1 8,267 34.84
2010 2010
2010
Novemberd, November November
2010to Decembe 30.15 13,343 24.0¢ 10,115 27.09
9, 2010 26, 2010
3, 2010
(Source:.www.bseindia.coin
NSE
Month Date High Volume Date Low Volume [Average ()
) (No. of ) (No. of
Shares) Shares)
Juned4, 2010to  (June 10, q dJune 7, g
July3, 2010 2010 39.55 8,939 2010 32.00 2,719 35.79
July4, 2010to July 26, J
August3, 2010|2010 38.3(0 1,51,641July 6, 201( 32.7¢ 10,06 35.5(
August4, 2010to |August 13, August 4, i -
Septembes, 20102010 41.00  4,18,19% 2010 33.75 6,317 37.39
Septembed, 2010|September 4September - d
to October3. 201029, 2010 41.0¢ 1,88,62‘7' 2010 35.3(¢ 25,637 38.15
October4, 20L0to|October 8, d October 22,
November3, 201012010 41.74 81,171 2010 28.0¢ 27,551 34.89
Novemberd, 2010 November November
[= ] O =
to December 3, 10, 2010 30.15 18,793 26. 2010 23.55 13,05( 26.85
2010
(Source:www.nseindia.coin
Notes
. In case of two days with the same closing price, the date with higher volume has been considered.

The closing pices of Equity Shares as dviay 7, 2010 (therading day immediately following the day on which
the resolutiorof the executive committee of the Boawds passed approving the Rights Issuethe BSE and
the NSE weré 35.25and” 35.1Q respectively

Week end prices of Equity Sharestbé Company for the last four weeks on BSE and NSE along with the
highest and lowest price are as below:
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BSE
Week end Date High Volume Date Low Volume |Average ()
) (No. of ) (No. of
Shares) Shares)
Novemberl2, November o J{November
2010 9, 2010 30.15 13,349 8. 2010 28.60 1,556 29.3§
Novemberl9, November November A c
2010 15, 2010 29.5( 10,196 19, 2010 27.00 4,427 28.25
November26, November o 4November d 1
2010 22 2010 29.25 3,323 26. 2010 24.00 10,114 26.63
December November c
December 32010 2 2010 28.40 7,188 30, 2010 25.50 1,568 26.95
(Source:wwwbseindia.com
NSE
Week end Date High Volume Date Low Volume [Average ()
) (No. of C) (No. of
Shares) Shares)
Novemberl2, November o {November d
2010 10, 2010 30.15 18,79 8, 2010 28.6( 10,739 29.3§
Novemberl9, November o November d /
2010 15, 2010 29.25 8,996 19, 2010 26.75 12,73 28.0(
November 26, November o November d
2010 232010 28.05 3,641 26, 2010 23.55 13,05( 25.8(
December November i d
December 3, 201C2’ 2010 28.0( 5,526 29. 2010 25.10 3,562 26.65

(Source:.www.nseindia.coin

The marketapitalization othe Equity Shares as ddecember 32010 was 4,68177 Lakhson the BSEbased
on a market pricef © 26.75, and the market capitalization tife Equity Shares on the NSE was4,368.02
Lakhsbased on a market price 026.50
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ACCOUNTING RATIOS AND CAPITALIZATION STATEMENT

The following table presents certain accounting and other rati@gcordace to AS20 as issued by ICAI
derived from Companyds audi 312010&and for thatbréeanonths éndetl dunee nt s ¢
30, 2010 respectively,included in the section titted Fi nanci al begiriniog amEadge B9oohthis

Letterof Offer.

Three months
Particulars ended June 30, | March 31, 2010| March 31, 2009
2010

Weighted average number of equity sha 175.02 17502 17502
outstanding during the period for basic ERS
Lakhs)
Weighted average number of equity sha 175.02 17502 17502
outstandig during the period for diluted EP@&n
Lakhs)
Basic EPY" per Share) 0.60 (8.79 0.10
Diluted EPS per Share) 0.60 (8.79 0.10
Return on Networth (%) 0.42% (0.06) 0.00(8
NAV per Sharg" per Share) 144.00 14900 157.00

Theaboveratios 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 Shardders (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 ye@xcluding 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-ls;tcjfz%igrﬂune Pre—lss;i::azsoig HERE | adjusted for the Issue
Loan Funds
Short Term Loas 7,918.56 8,163.14 7918.56
Long Term Loas 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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Except as described below, there are no outstanding litigations, suits, civil or criminal prosecutions, proceedings

SECTION VII - LEGAL AND OTHER INFORMATION

OUTSTANDING LITIGATIONS AND OTHER DEFAULTS

before any judicial, quagidicial, arbitral or administrative tributg 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 XllI of the Companies Act) #igai@simpany

andthe Directors that would have a material adverse effedgtsobusiness. Further there are no defaultsnon
payments or overdue of statutonyes, institutional/bank dues and dues payable to holders of debentures, bonds

and arrears of cumulative preference shares that would have a material adverse @fdmisiness. Further,
none ofthedirectorsof the Compang r e

A.

on the

Criminal Proceedings against our Directors

Against Mr. R.N. Shetty

RiIBléfauleers.] i

st of wi ||

Sr.

Details of the Case/Dispute

Complaint/

. . Nature of Brief Facts and Status
No. | Case No./ filed Parties Petition/Complaint
before
1. | P.C No.| Kanara District Criminal Complant | Mr. R.N. Shetty, was a director on t

134/1998 (C.C,
No. 10312008)
before the
Judicial
Magistrate First
Class,
Honnavar

Central Ce
operative Bank
Complainant

And

Murudeshwar Food
and Exports
Limited
represented by its
Chairman and
Managing Director
and other Directorg
- Accused

board of Murudeshwar Food and Expo
Limited (MFEL), a company that wa
wound up vide an order of the Hig
Court of Karnataka vide an order dat
July 27, 2001. The Complainant h
granted a loan of 300 Lakhs @ MFEL.

It is alleged that MFEL had defaulted
repayment of the loan. The complaing
has filed a private complaint again
MFEL and its directors alleging that th
directors had committed offences

cheating and criminal breach of trust. T
complaint was filed before the Judicig
Magistrate  First Class, Honnava
Subsequently the Court passed an O
by taking cognizance of the offenc
alleged and passed an order to registq
criminal case against the directo
including Mr, R.N. Shetty. Aggrievedy
the said Order, the Respondents filed
appeal in Crlp. No. 7159/2009 before t|
High Court of Karnataka, Dharwad. T}
High Court of Karnataka disposed t
matter on May 29, 2009 with a directiq
that the Magistrate shall reconsider {
averments of th Complaint, sworr
statement and documents relied upon
referred to in the complaint and th
ingredients of offences alleged in t
complaint with reference to each of t
Appellants and pass orders in accorda|
with law. The Judicial Magistrate Firs
Class, Honnavar has reconsidered

same and on April 17, 2010 confirmed
earlier order and has passed ordered
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Sr.
No.

Details of the Case/Dispute

Complaint/
Case No./ filed
before

Parties

Nature of
Petition/Complaint

Brief Facts and Status

registration of a criminal case an
issuance of summons. Thereafter,
respondents filed another Crimin
Petition in Crlp No. 2333/201Before the
Hondobl e Hi gh Cour
quash the order passed by the JM}
Honnavar. The Hon
Karnataka, orSeptember 82010 granteg
an interim stay of proceedings un
further orders.

P. C. No.
37/1997 beforg
the Judicial
Magistrate First
Class,
Honnavar

Vijaya Bank -
Complainant

And

Murudeshwar Food
and Exports
Limited
represented by its
Chairman and
Managing Director
and other Directorg
- Accused

Criminal Complaint

Mr. R.N. Shetty, was a director on t
board of Murdeshwar Food and Expor
Limited (MFEL), a company that wa
wound up vide an order of the Hig
Court of Karnataka vide an order dat
July 27, 2001. The Complainant h
granted a loan of 768 Lakhs to MFEL.
It is alleged that MFEL had defaulted
repaynent of the loan. The complaina
has filed a private complaint again
MFEL and its directors alleging that t
directors had committed offences
cheating and criminal breach of trust. T|
complaint was filed before the Judici
Magistrate  First Class, dhnavar.
Subsequently the Court passed an Of
by taking cognizance of the offenc
alleged and passed an order to registq
criminal case against the directo
including Mr, R.N. Shetty. Aggrieved b
the said Order, the respondents filed
appeal in @p. No. 1024 & 1485/1997
before the High Court of Karnatak
Bangalore to quash the order passed
JMFC, Honnavar. The Court passed
order by dimissing the petitiong
Thereafter, the Respondents filed anot
Criminal Petition in Crlp No. 7158/200
befo r e t he Hondébl e
Karnataka, to quash the order passed
the JMFC, Honnavar and obtained
order of stay on further proceedings ur
further orders.
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Details of the Case/Dispute

Sr. Complaint/ .
No. | Case No./ filed Parties . _Nature of . Brief Facts and Status
Petition/Complaint
before
3. | P. C. No.| The Karnataka Criminal Complaint| On e of t he Compa

State Pollution
Control Board
Conplainant

151/2008 (C.C,
No. 884/2008)

And

M/s. RNS
Residency, a unit
of Naveen Hotels
Limited
represented by its
Managing Directon
R. N. Shetty
Accused

R.N. Shetty, is a director of Navesg
Hotels Limited (NHL).  Responder
engaged in  hotel business h
commissioned the guest house with
obtaining consent for the operation frg
the Board and Environment Clearan
from MOEF and were discharging t
effluents to adjacent Sea affecting f
beach along with the Sea. The Petiéip
thereby filed a private complaint again
the Respondent in P. C. No. 151/20Q
(C.C. No. 884/2008) before the Judic
Magistrate First Class, Bhatkal. An ord
was passed by the said court tak
cognizance of the offence and issu
summons accordingly The matter ig
posted for orders 020.01.2011.

Against Mr. Sunil R. Shetty

No. Details of the Case/Dispute Brief Facts and Status
Complaint/ Parties Nature of
Case No./ filed Petition/Complaint
before
1. C.C. No. | The Karnatakg Criminal Complaint | One of t he Company
5837/2007 State Pollution R. Shetty, isa director of Fire Bricks an
before the 1| Control Board Potteries Private Limited (FBPPL). TH
Additional - Complainant complainant has filed this criming
Chief  Judicial complaint alleging that FBPPL h3
Magistrate, And constructed a residential apartment &
Bangalore hotel complex at Yeshwanthpur witho
M/s. Fire obtaining the consent for establishrhe
Bricks and and also environment clearance and \
Potteries hence in contravention violation of th
Private provisions of the Water (Prevention a
Limited and Control of Pollution) Act, 1974. An orde
Mr. Sunil R. was passed by the Additional Chi
Shetty- Judicial Magistrate, Bangalore to ta
Accused cognizance of the ffence and issue
summons accordingly. The matter
posted for hearing 0h6.12.2010 for filing
of objections from Karnataka Sta
Polluction Control Board.
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GOVERNMENT AND OTHER APPROVALS

On the basis of the existing approvals, the Company megrtake 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 regulatay and government approvals and renewal of licenses

1.

The Company has, in respect of its factory situated at Sy. No&4535 and 61, Krishnaur Industrial

Area, KrishnapuraHubli, 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.

The Company has, in respect of its factory situated at 143,lllayangudi Road, Devamapllagm
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 foe year 2010.

The Company has, obtained combined consent order No. 139/KSPCEHBNEO/DEO/AEC
2/R.NO.11290/WPC&APC/20089.R-1853 under sections 25 or 26 of the Water (Prevention and Control

of Pollution) Act, 1974 and 21of the Air (Prevention anch@ol of Pollution) Act, 1981 in respect of its

unit situated at Kallabalu Village, Jigadobli, 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 Meetingsfrom 01.04.2009 tothe date of filing this Letter of Offer

Members of the committee

Mr. K P Surendranath
Dr R N Shetty

Dr. Sadanand V Nadig
Mr. P A Ravish

Chairman
Member
Member
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 ShettyyD
Mr. N M HegdeCFO
Mr. M A Parthanarayan
Auditor

¢ Management Report on the
Performance of the Company

e To consider and approve the Audite

Statemenbf Accounts for the year

ended 31.03.2009

To consider and approve Audited

Financial Results of the Company fg

the year

ended on March 31, 2009 in the

proforma prescribed under Clause 4

of the Listing Agreement

27.07.2009

Mr. K P Surendranath
Dr. Sadanas V Nadig
Mr. P A Ravish

Mr. Satish R ShettyyD
Mr. N M HegdeCFO
Mr. M A Parthanarayan
Auditor

To discuss Management Report on
performance of the Company

To consider, review and take on
record the Unaudited Financial
Results

(Provisional) of the Compwy for the
First Quarter ended on June 30, 200

30.10.2009

Mr. K P Surendranath
Dr R N Shetty

Dr. Sadanand V Nadig
Mr. P A Ravish

Mr. Satish R ShettyyD
Mr. N M HegdeCFO
Mr. M A Parthanarayan
Auditor

To discuss Management Report on
performance of th Company

To consider, review and take on
record the Unaudited Financial
Results

(Provisional) of the Company for the
Second Quarter ended on Septembyg
30, 2009.

28.01.2010

Dr R N Shetty
Mr. K P Surendranath
Mr. P A Ravish

Mr. Satish R ShettyyD
Mr. N M HegdeCFO
Mr. M A Parthanarayan
Auditor

To discuss Management Report on
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 3
2009.

0505.2010

Mr. K P Surendranath
Dr R N Shetty

Dr. Sadanand V Nadig
Mr. P A Ravish

Mr. Satish R ShettyyD
Mr. N M HegdeCFO
Mr. M A Parthanarayan
Auditor

Audited Statement of Accounts for
the year ended March 31, 2010
including Balance Sheet, P&L
Accounts andchedules referred to
therein, Cash Flow statement.
Audited Financial Results for the yea
ended March 31, 2010 in the
proforma prescribed under Cl.41 of
Listing Agreement.

Management Report on performanc
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 | Mr. Satish R ShettyyD ¢ To discuss Management Report on
Dr R N Shetty Mr. N M HegdeCFO performance of the Company
Dr. Sadanand V Nadig e To consider, review and take on
Mr. Lakshmisha Babu record the Unaudited Financial
Reslts
e (Provisional) of the Company for the
First Quarter ended on June 30, 207
08.10.2010 | Mr. K P Surendranath | Mr. Satish R ShettID ¢ Audited Statemeraf Accounts for
Dr R N Shetty Mr. N M HegdeCFO the Quarter ended 30, June, 2010
Dr. Sadanand V Nadig| Mr. M A Parthanarayan including Balance Sheet, P&L
Mr. Lakshmisha Bau | Auditor Accounts and Schedules for Rights
Issue Purpose
28.10.2010 | Mr. K P Surendranath | Mr. Satish R ShettyD ¢ To discuss Management Report on

Dr R N Shetty
Dr. Sadanand V Nadig
Mr. Lakshmisha Babu

Mr. N M HegdeCFO
Mr. M A Parthanarayan
Auditor

performance of the Company

e To consider, review and take on
record the Unaudited Financial
Results

e (Provisional) of the Company for the
Second Quarter ended on Septembs
30, 2010.

B. Details d Shareholder Grievance Meeting from 01.04.2009 tw the date of filing this Letter of Offer

Members of the committee

Mr. K P Surendranath
Dr R N Shetty

Dr. Sadanand V Nadig
Mr. P A Ravish

Chairman
Member
Member
SecretaryUpto 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.ettethef Offer
which is likely to materiallyand 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 byekecutive 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. TBhareholders of the Company have, pamtuo 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.

Prohibition by SEBI

Neither the Company, néihe Promoters, Promoter group, directors or person(s) in control of the prphaoter
been prohibitedrom accessing or operating in the capital markets or restrained from buying, selling or dealing
in securities uner any order or direction passed by SEBI.

Further neither the Company, nor its DirectBr®moters, Group Companies, the relatives (as per Companies
Act,1956) of Promoterbave been declared as wilful defaulters by RBI or any other governmental gusmakit
there have been no violations of securities laws committed by them in the past or no such proeeedings
pending against them for violation of securities laws.

Securities Related Business

None of theDirectors/ Group/ Associate company/ entitytllé 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 SHEBther, the SEBhas not initiated any acticamgainst the
aforesaid entities.

Thereare 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 aed registe
with SEBI.

Eligibility for the Issue

The Company is an existing company registered under the Companies Act and its Equity Shares@reHisted
BSE and the NSE. The Company is eligible to make this rights issue in te@mmpfer 11 andChapterlV of
theICDR 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 pelio reports, statements and information in compliance with the listing
agreement for the last three years.

(b) The reports, statements and information referred to ircluse (a) above are available on the website of
BSE and NSE;

(c) The Company has anvestor grievancéandling 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 systemgsraoetiures 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, 2010WHICH 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:

(8 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. T NOT
APPLICABLE
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10.

11.

WE CERTIFY THAT WRITTEN CONSENT FROM PROMOTERS HAS BEEN

OBTAINED FOR INCLUSION OF THEIR SPECIFIED SECURITIES AS PART OF
PROMOTERS® CONTRI BUTI ON S4NB ARCC TTHE BRECIFIED OCK
SECURI TI ES PROPOSED TO FORM PART OF PROM
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 .7 NOT APPLICABLE

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 .7 NOT APPLICABLE

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

EXCHANGE 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
PROMOTERSG CONTRI BUTI ON SHALL BE RECEI VBRE AT LEA
THE OPENI NG OF THE | SSUE. WE UNDERTAKE THAT AUDI
THIS EFFECT SHALL BE DULY SUBMITTED TO THE BOARD. WE FURTHER CONFIRM

THAT ARRANGEMENTS HAVE BEEN MADE TO ENSURE TH
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.T NOT APPLICABLE

WE CERTIFY THAT THE PROPOSED ACTIVITIES OF THE ISSUER FOR WHICH THE

FUNDS ARE BEI NG RAI SED I N THE PRESENT INSUE FA
OBJECTS®O LI STED I N THE OBJECT CLAUSE OF THE
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.

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. i 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,;

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;

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:

(&) 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 thaetiteithis

of Offer or in any advertisment 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 infeematvailable 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 salesetpaftsr fling 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 eligib&dl under
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 Offerhas 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, Karnatkindia only.
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Designated Stock Exchange

The Designated Stock Exchange for the purpose of the Issue will BSEe
Disclaimer Clause of the BSE

As required, a copy of the Letter of Offsill be submitted to the BSE.

Bombay Stock Exchange Lingitd  ( Bxdhangen) has gi letemno. DCIRREBNIP-RT/757/10-11

dated November 11, 2010, permission to the Company to u:
stock exchanges on whi ch t hdsedto®elistpdaTheExchangedasisdruginiz&ltthisr e s  a
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 endorserdéfoeness or completeness of

any of the contents of this Letter of Offer; or (ii) Wa
to be listed on the Exchange; or (iii) take any responsibility for the financial or other soundttessCompany, 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 toroconnection 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 Off@ill be submitted to the NSE.

NSE has given vide its letter nNSE/LIST/152056R dated November 23, 2010 permission to the Company to use

the Exchangeds name in this Letter of Offer as one of
proposed to be listed. NSE haswugimized 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 deeamecbnstrued 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 eoufitiesQillfbelistedonvwallr does
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 toilw 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.-&4 6G6 Bl ock, mBex,;ndra Ku
Bandra (East), Mumbai400 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 advisélinge of the DLoOF in view of Schedule

VIl (1) (e) of SEBI (ICDR) Regulatins, 2009, in view of the change in size of the Rights Issue frd/500.00

lakhs to™ 3,500.39 lakhs. Subsequently, the Draft Letter of Offer has befledevith SEBI on November 1,

2010. SEBI has issued its final observations vide letter no. CFOSBUES/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)
Regulatios, 2009

Selling restrictions

The distribution of thisLetter of Offerand the Issue of Rights Equity Shares to persons in certain jurisdictions
outside India may be restricted by the legal requirements prevailing in those jurisdictions. Personsseto wh
possession the.etter of Offermay 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 theLetter of Offer / AbridgedLetter of Offerand 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 thditet 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 acamce 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 off@#ebe 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 Entitlementsitalistrib

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 nomineghey 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
implicationthath er e has been no change in the Companyb6s aff ai
contained herein is correct as of any time subsequent to this date.

For further details please refer to tdneaged®of this on ent.i
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:

fiAny person who makes ia fictitious name an application to a Company for acquiring, or subscribifuy,
any shares therein, or otherwise induces a Company to allot, or register any transfer of stiemesn to him,
or any other person in a fictitious name, shall be punishaléh imprisonment for aterm which may extend
to five years

Expert Opinion, if any

Except in the sections titleil F i n a Inforinadidn 0 andfi St at e ment o fbegh@ing onBageBE f i t s 0O
and23 of this Letter of Offer respectively, no expert opimichas been obtained blye Company inrelation 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 advertiseexgranses, registrar and depository fees and listing fees.

Particulars Expense Expense (% of | Expense (% of
C in Lakhs) the total the Issue size)
expenses)
Fees of Lead Manager(s) 27.00 49.09 0.77

Brokerage and selling commission (includi - - -
commissiornto 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 Iss#ée - - -
Others 9.00 16.36 0.25
Total estimatedIssue expenses 55.00 100.00 1.57

*The fees payable to SCSBs is contingent to numb&sBRapplications and not ascertainable at the moment
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Investor Grievances and Redressal System

The Company has adequate arrangements for redressal of Investdaiotsmas well as a wellrranged
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 Sgettank Computer Services Licketters

arefiled category wise after being attended to. The Redressal norm for response time for all correspondence
including shareholders complaints is witfirfjsevendays.

The Shareholders/Investors Grievances Committee consists of 3 directors comprigingl.6f. Surendranath

as Chairman of the committeBr. R N Shetty and Dr. Sadanand V Nadig 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 Gapliance Officer

The contact details of the Registrar and Share Transfer tgtre compangre as follows

Canbank Computer Services Limited
No. 218,J.P. Royale

1% Floor, 2 Main, Sampig Road,
Near 14' Cross Malleswaram
Bangalore 560003

Tel: +91 8 2346966162

Fax: +9180 2346966768

Email: ravi@ccsl.co.in

Contact Person:Mr. K. Ravi
Website: www.canbankrta.com

SEBI Registration Number: INR0O00003621

Status of Complaints

€) No. of shareholders complaints outstanding aBedfember 3, 20X MNil

(b) Total number of complaints received during the period from April 1, 20D®tember 032010: Nil

(c) Total number of complaints received during the period from April 1, 2007 to March 31, 2010: Nil

(d) Status of the complaint&:(One)complaintwasreceived by the Company froApril 1, 2007 to March
31, 2010andresolvedthe same

(e Time normally taken for disposal of various types of investor grievamgétsn 7 (Seven)days

Investor Grievances arising out of this Issue

The investor grigances arising out of the Issue will be handled Nby Lakshmisha Babu S., Company
Secretary & Compliance Officer (Secretarlaepartment), andCanbank Computer Services Limitedhe
Registrars to the Issue. The Registrar to the Issue will have a saparatefpersonnel handling only the pest
Issue correspondence.

The agreement betwedne Companyand 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 dispdttteiobf 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 ad 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 depositedn@lwith 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 grievancesewdhbays from

the date of resipt. In case of nonoutine 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 pbssibtampany
undertaksto resolve the Investor grievances itirme bound manner.
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Investors may contact the Compliance Office¥ Registrar to the Issuein case of any prelssue/ post-Issue
related problems such as nofreceipt of letters of allotment/share certificates/demat credit/refund orders
etc. There contact cktails areas follows:

Mr. Lakshmisha Babu S

Company Secretary & Compliance Officer
Murudeshwar Ceramidsmited

604/B, Murudeshwar Bhavan,

Gokul Road, Hubli 580 030

Tel: +91 8362331615 /+9180-25584181
Fax: +91 8364252583/ +9180-25584017
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% Floor, 2 Main, Sampig Road,
Near 14' Cross Malleswaram,
Bangalore 560003

Tel: +91 80 234696662

Fax: +91 80 234696668

Email: ravi@ccsl.co.in

Contact Person:Mr. K. Ravi
Website: www.canbankrta.com

SEBI Registration Number: INRO00003621
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SECTION VIl T OFFERING INFORMATION
TERMS OF THE ISSUE

The Equity Shares, now being issued, are subjectettetims and conditions contained in thistter of Offer

the enclosed Composite Application Form (ACAFO0),
Company, the provisions of the Companies Act, approvals from the RBI, guidelines or regulatieasky

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 authaes 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 rulesagsbe applicable and introduced from time to
time.

Authority for the Issue

The Issue was approved ayesolution passed by tBeard of Directors of the Compamyder section 81(1) of

the Companies Acat its meeting held oMay 5, 2010, and byhe Executive Committee of the Board at its
meeting held on May 6, 2010 hereafterthe 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 di¢ 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 Asseiation. 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 pnsvidithe 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 infréspdaguity

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 D&etaker 20, 2010fixed in
consultation with the Dégnated Stock Exchange.

The Equity Shares are being offered for subscription in the rafiq©he)New Rights Share for every (One)
Equity Share held by th&ligible 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 A¢EH929

in the matter of refund of application moneys, allatnef Rights Equity Shares, issue of letter of
allotment/share certificates, payment of interest, dividends, etc. The Rights Equity Shares purciNiRed by
shall be subject to the same conditions including restrictions in regard to the reparabilitp@sliaadle 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 Gaies )
have been derecognized as an eligible class of investors aiRBilhkas subsequently issued tRereign
Exchange Management (Withdrawal of General Permission to Overseas Corporate BodiesR€yTiBgjons,
2003. The circular stipulates that an OCB shall not be eligible to purchase equity or prefiramse or
convetible debentures offered on right basis by an Indian company, and no Indian compaaffeshadjuity or
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preference shares or convertible debentures on right basis to an OCB. Accordinglysi@aCBet be eligible to
subscribe to the Equity Shares. THBIRas however clarified in its circular, A.BDIR Series) Circular No. 44,
dated December 8, 2003 that OCBs which are incorporated and are nothenddverse notice of the RBI are
permitted to undertake fresh investments as incorporatedesiententities in terms of Regulation 5(1) of
RBI Notification N0.20/200€RB dated May 3, 2000 under FBEheme with the prior approval of Government
if the investment is through Government Route and tighprior approval of RBI if the investment is through
Automatic Route on case by case basis. Thus, OfiBfing to participate in this Issue must obtain prior
approval from the RBI. On providing such approvathe Bank at its registered office, the OCB shall receive
this Letter of Offerand the CAF.

Applications received from the NRIs for the allotment of Rights Equity Shares shall, among other likings,
subject to conditions as may be imposed, from time to time, by the RBI, in the matter of reapmlicdtion
moneys, allotment of Rights Equity Sharesue of letters of allotment/ certificates/ paynwfrdividends 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 Shareholdé¢h@fRecord Date, you are entitled to the number of Rights

Equity Shares shown in Block | of Part A of the enclosed CAF.

The Eligible Equity Shareholders are entitled1t¢One) New Rights Equity Share for every (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 valueldf
Issue Price

Each Rights Equity Share is being offered at a price2d /- (including a premium of 10/- per Rights Equity
Share).

Payment terms

All Investors shall have to make the full payment of the Issue Price20fper 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 AProcedure for Applicati
Amounts (AASBAO) dnpagell sfshis lheiter of ©Offer.n g

Entitlement Ratio

The Rights Equity Shares are being offered on a rights battie #ligible Equity Shareholders of the Company
in the ratio ofl (One)New Rights Equity Share for evetdy(One)Equity Share held on the Record Date.

Rights of the Equity Shareholders

Right to receive dividend, if declared,;

Right to attend general miiggs 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 transfability 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 Aksociation.
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Arrangements for Disposal of Odd Lots

The Company's shares will be traded in demalized form only and therefore the marketable lat €ne)
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
dematerializedmode is1 Equity Share. In case of holding of Equity Shares in physical fdtra Company

would issue to thallottersl(one) certi fi cate for the Rights Equity She
Certificateodo). I n respect o f willcupon seoeipt of a tegudst fom the i f i c a't
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 pergs 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 CompanAct, only individuals applying as sole applicants/ joint
applicants can nominate, namdividuals including society, trust, body corporate, partnership firm, holder of
power of attorney cannot nominate. In accordance with Section 109A of the CompanhidiseAsole 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 dreswere 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 thé&ymieomination 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
foomawi | abl e on request at the Companyds RelTganstet er ed O
Agents. The Applicant can make the nomination by filling in the relevant portion of the CAlecémdance

with Section 109B of the Companies Act, any persdim Wwecomes a nominee by virtue of fhevisions of

Section 109A of th&€ompanies Act, 1956, shall upon the production of such evidence as may be required by
the Board, elect either:

A to register himself or herself as the holder of the Equity Shares; or
A 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 thteca 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 imematerialized 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 Deposi t otnyestdPwaoult prevailpsny invesforidesraus of o f t he
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 natbnal 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 Equita@s from time to time.

Listing and trading of the Rights Equity Shares proposed to be issued

The Companyds existing Equity Shar es I|SNMINE6S2B0101ént |y | i
The fully paid up Rights Equity Shares proposed tsbeed 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 late

than 7 working days from the date of finalization of basis of allotment. The Company has made an application
for-pfiincipledo approval for listing of the Rights Equi
Agreement to the BSE and NSEdahas received such approval from the BBH NSE vide theiletters 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 jurgdictions 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 Lettdr@ffer / 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
refundthe 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 refusaltbg 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 undsestitn (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. Theomoters 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 nott ieschange 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
i Ob | e chtes |ogispaged7 of this Letter of Offer there is no other intention/purpose for this Issue,
including no intention to dést the Company, even if, as a result of allotments to the Promoter and the Promoter
Group in this Issue, their shareholdingtire Company exceeds its currestareholding. Thé&romoters 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 andttahip\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 betkem 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 dsshall 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 hefunds required for makindispatch ofefund 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 throwgéctronic 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 eleretditnic
of refund.

5. Adequate arrangements shall be made to collect all ASBA applications and to consider them
similar to NorASBA applications while finalizing the basis of allotment

6. that the certificates of the securities/ refund orders to theesiden 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 thetter of Offerlssueare listed or till the application mey
are refunded on account of nbisting, undersubscription etc.

8. The Company accepts full responsibility for the accuracy of information given inLtbiter of
Offer and confirms that to best of its knowledge and belief, there are no other faotsisiseon of
which makes any statement made in thistter of Offermisleading 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 thersats
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 andounting norms specified by SEBI from
time to time.

Procedure for Application

For Equity Shareholders wishing to apply through the newly introduced ASBA process for rightgssues,
kindly refer section titled nPr caiend Supported ByrBlockgup | i cat i
Amount (AASBAO) Pmpagetlfdthibletierai@ffierng o

The CAF for the Rights Equity Shares would be printeBlackink for all the Eligible Equity Shareholders. In

case the original CAF is not received tne 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 consistef 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 muftle 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 whichpihlecation 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 payaldeBemkers 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 regardinvestors at centers not covered by the branches of collecting banks can send their CAF
together with the cheque drawn at par on a local baBaatialore/ demand draft payable Bangaloreto the

Registrar to the Issue by registered post. Such applisatient 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:

o Apply for his Rights Entitlement of Rights Equity Shares in part;

o Apply for his Rights Entitlement of Rights Equity Shares in part and renounce the athef hee Rights
Equity Shares;

e Apply for his Rights Entitlement of Rights Equity Shares in full;

e Apply for his Rights Entitlement in full and apply for additional Rights Equity Shares;

¢ Renounce his Rights Entitlement in full.

Renunciation

This Issue inludes 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 EquBhares 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 opipdicable law relating to societies or

trusts and is authorized under its constitution orlayes to hold Equity Shares).

Any renunciation from Resident Indian Shareholder(s) to-Masident Indian(s) or from Neresident Indian
Shareholder(s) to Resideimdian(s) or from Nosresident 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 attachtdee 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
(AOCBs0) have been der eciovwsiooisamldhe BBl haa subsequdntly iskuédethec | a s
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 O0A6 of the CAF must not sk & whosedadourbthis offenhas beemr s o n (
made. If used, this will render the application invalid. Submission of the enclosed CAF to the Bankers to the

| ssue at its collecting branches specifieddomft hehere
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 renouncedtimei r f avour may also apply for additi
the CAF must not be used by the Renouncee(s) as this will render the application invalid. Renouncee(s) will
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have no further right to renounce any Rights Equity Shares in favaumymther 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 renuncian

To renounce all the Rights Equity Shares offered to an Eligible Equity Shareholder in favour of one
Renouncee

I f you wish to renounce the offer indicated in Part &
joint holding, all jointh ol der s must sign Part 6éB&6 of the CAF. The
made should complete and sign Part 6C6 of the CAF. I

this part of the CAF.
To renounce in part/or renouncehie 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.

Pl ease indicate your requirement of split forms in tAh
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 receivingequests for split formd)ecember 30, 20100n 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), vés 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 BaC6 of t h
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 toapply 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 arde 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 dsitabdiscretion to reject the request

for allotment from the Renouncee(s) without assigning any reason thereof.

Instructions for options

Please note that:

e Part O0A06 of the CAF must not be used by ®@wwhomper son(
the Letter of Offerhas been addressed. If used, this will render the application invalid.
e A request for split forms shuld be made for a minimum @f (one)Rights Equity Shares or, in multiples
thereof and one split form for the balance Righysiy Shares, if any.
e A request by the Investor for the split Application form should reach the Company on or betemmber
30, 2010.
e Only the Eligible Equity Shareholders to whom thetter of Offerhas been addressed shall be entitled to
renounce ashto apply for split application forms. Forms once split cannot be split further.
e Split form(s) wildl be sent to the I nvestor(s) by po
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Additional Rights Equity Shares

You are eligible to apply for additional Rights Equity Slsaower 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 additiona Raéglity

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
Al | ot me nt onpéagelgbiofrhis Letteg 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 basissuttation 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 Righ| Fill in and sign Part A(All joint holders must
Entitlement without renouncing the balance. | sign)

2. Accept your Rights Entitlement in full and app Fill in and sign Part A including Block I
for additional Rights Equity Shares. relating to the acceptancé Rights Entitlement
and Block 1V relating to additional Rights Equi
SharedqAll joint holders must sign)

3. Renounce your Rights Entitlement in full to o| Fill in and sign Part B(all joint holders must
person (Joint Renouncees are considered | sign) indicating the number of Rights Equi
one) Shares renounced and hand it over to
Renouncee. The Renouncee must fill in and
Part C(All joint Renouncees must sign)

4, Accept a part of your Rights Entitlement a| Fill in and sign Part D@all joint holders must
renounce the balance to one or reg sign) requesting for Split Application Form
Renouncee(s). Send the CAF to the Registrarttte Issue so a

to reach them on or before the last date
OR receiving requests for Split Application Forni

Splitting will be permitted only once.
Renounce your Rights Entitlement to all t
Rights Equity Shares offered to you to more thf On receipt of the SplitApplication Form take
one Renouncee. action as indicated below.

For the Rights Equity Sharesyavish to accept
if any, fill in and sign Part A.

For the Rights Equity Shares you wish
renounce, fill in and sign Part B indicating t
number of Rights Equity Shares renounced
hand it over to the Renouncee. Each of
Renouncees should fill iand sign Part C for th
Equity Shares accepted by them.

5. Introduce a joint holder or change the sequel This will be treated as a renunciation. Fill in g
of joint holders sign Part B and the Renouncee must fill in g
sign Part C.
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Investors must qovide 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 dgmgpth 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 chege/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 rdubiband Client 1D

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 thoseho 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 riskegéction 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, alanglevitand draft, net

of bank and postal charges payabl8ahgalorewhi ch shoul d be drawn in favor ¢
Limitedi Ri ght s | ssued and the EIligible Equity Sharehol det
the Registrar tohe Issue.

The envelope should be supersiRiighed dMsuede amwars hGeld a
in India. The application on plain paper, duly signed by the Investors including joint holders, in the same order

as per specimen recordedth 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 Shareholuguding 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 i any;

Total number of Rights Equity Shares applied for;

Total amount paid at the rate 020/- per Rights Equity Share ;

Separate cheques / DDs are to be attached for amounts to be paid for Rights Equity Shares;

Particulars of cheque / demand dvaftavings / Current Account Number and name and address of the bank

where the Eligible Equity Shareholder will be depositing the refund order;

e PAN of the Investor, and for each Investor in case of joint names, irrespective of the total value of the
RightsEquity Shares applied for pursuant to the Issue;

e 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 thahase who are mékg an appliation otherwise than on amiginal CAF shall not be mtitled 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 facefthegjettion

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 (AASBAO) PROCESS

SEBI, by its circular dated August 20, 2009, introduced in rigggge- application supported by blocked
amount wherein the application money remains in the ASBA Account until allotrvkrde 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 secton 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 entiretghareholders who
are eligible to apply under the ASBA Process are advised toake 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 mod#iaati changes in
applicable laws or regulations, which may occur after the date oL#tier of Offer Equity Shareholders who

are eligible to apply under the ASBA Process are advised to make their independent investigations and ensure
that the numbeof Equity Shares applied for by such Equity Shareholders do not exceed the applicable limits
under laws or regulation3.he lists of banks that have been notified by SEBI to act as SCSB for the ASBA
Process are provided dritp://www.sebi.gov.in/pmd/scsb.pdFor 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 ingahysi 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, physial 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 prescribader 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
finalisationof 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 @ace 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 tcepla@ase 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, affilites, 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 éhrelevant 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 &od w

i. Are holding Equity Shares idematerializedform and have applied towards their rights entittlements or
additional shares in the Issuedaematerializedorm;

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.
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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 tBBAAProcess 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 CAFRjplaén
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 authorizinguch 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, sating 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 receivedotiiginal 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 holdéng, $ame 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 ad 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;
Numbe of additional Rights Equity Shares applied for, if any;
Total number of Rights Equity Shares applied for;
Total amount paid at the rate 0R0/- per Rights Equity Share ;
Separate cheques / DDs are to be attached for amounts to be paid for RigiytS Eapas;
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;
e PAN of the Investor, and for each Investor in case of joint naimespective of the total value of the
Rights Equity Shares applied for pursuant to the Issue;
e 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 thahdse who a& maling an appliation otherwise than on an origir@AF shall not be mtitled 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 cfelvequirements, 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 sy thezeon.

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 subanitethe s

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 Procegses 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 ethinidinthe
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 Regisr.

Upon receiopt of intimation from the Registrar, t he
instruction allocable to the Shareholders applying under the ASBA Process from bank account with the SCSB
mentioned by the Shareholder in the CAFhis amount will be transferred in terms of the SEBI ICDR
Regulations into the separate bank account maintaindtebompany as per the provisions of section 73(3) of

the Companies Act, 1958he accounts names afeMur udes hwar Ce-Rightsissus- AISiBRi6t e d

for Resident Eligible Equity Shareholders / Investorsandd Mur ude s hwar Ce-Rightsilssus Li mi t e
T NRT A S B Afor 8lon-Resident Eligible Equity Shareholders / InvestorsThe balance amount remaining

after the finalisation of the basis aflotment 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 wrdthe 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 whichhave 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 rejecapipdication 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 regyd to the Equity Shares offered, using the CAF received from Registrar:

Sr. No. Option Available Action Required
1. Accept whole or part of your entittemq Fill in and sign Part A of the CAF (All jo
without renouncing the balance. holders must
sign)

2. Accept your entittement in full al Fill in and sign Part A of the CAF including Block
apply for additional Equity Shares relating to the acceptance of entitlement and E
IV relating to additional Equity Shares I(Aoint
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 tendred 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 ofany 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 UiRlers i s o f ohpagell6ofahistLétter 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.
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Renunciation under the ASBA Piocess
Renouncees cannot participate in the ASBA Process.

Last date of Application

The last date for submission of the duly filled iARCis January06, 2011 The Issue will be kept open for a
minimum of 15 (fifteen) days and the Board or any committesreof 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.danuary 20, 2011If the CAFtogether with the amount payahk 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 thietter of Offershall be deemed to have been declined and the
Board ofDirectors shall be at liberty to dispose off the Equity Shares hereby offered, as providedl @hedes i s

of Al | ortpageld@ofihis Letter of Offer

Option to receive Securities in Dematerialized Form

SHAREHOLDERS UNDER THE ASBA PROCESS MAY R.EASE 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 appreal 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:

e The number of Equity Shares to élotted against each successful ASBA,;

e The amount to be transferred from the ASBA Account to the separate account opened by the Company
for Rights Issue, for each successful ASBA,

e The date by which the funds referred to in para above, shathtsferred to separate account
opened by the Company for Rights Issue; and

e 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 applyig 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 particulaguired to be given therein,
and / or which are not completed in conformity with the terms of ltkiger of Offerare liable to
be rejected. The CAF / plain paper application must be filled in English.

(c) The CAF / plain paper application in tA&SBA 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
Registraror 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 Incdrag Act, 1961, irrespective of the amount of
the application. CAFs / pia 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 iaveottion of this, the application
may be deemed invalid and the application money will be refunded and no interest will be paid
thereon.

() Signatures should be either in English or Hindi or in any other language specified in the Eighth
Schedule to th€onsttution 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 applicas per the specimen
signature recorded with the Company / Depositories
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(9)

(h)

(a) Ensure that the ASBA Process option is selected in part A of the CAF and necessary details are filled

(b)
(©)
(d)

(e)
(f)

(9)

(h) Ensurethat you receive an acknowledgement from the SCSB for your submission of the CAF
/ plain paper application in physical form.

) Each applicant should mention their Permanent
Tax Act.

() Ensure hat 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 ishekbin 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.

Dondt s:

(&) Do not apply on duplicate CAF afteroy 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 Managerdd 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 nuber 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.

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) recordd ®itmpany. In case

of joint applicants, reference, i f any, wild.l be n

will be addressed to the first applicant.
All communication in connection with application for the Securities, includimg 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.

Only the persn or persons to whom Securities have been offered and not renouncee(s) shall
be eligible to participate under the ASBA process.

in. In case of noweceipt of the CAF, the application can be made on plain paper with all necessary

details as required wunder the para AApplication

application under ASBA.

Ensure that you submit your appliicat 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.

Ensure that the details about your Depository Participant and beneficiary account areacattbe
beneficiary account is activated as Equity Shares will be allotted in the dematerialized form only.

Ensure that the CAF / plain paper application is submitted at the SCSBs whose details of bank account

have been provided in the CAF / plain pagpplication.
Ensure that you have mentioned the correct bank account number in the CAF / plain paper application.

Ensure that there are sufficient funds (equal to {number of Equity Shares applied for} X {Issue Price
per Equity Shares as the case may beRilable 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.

Ensure that you have authorised the SCSB for blocking funds equitalehe 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.
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Grounds for Technical Rejection for ASBA Process:

In addition to the grounds tisd underi Gr ounds f or T e cheginhicgaohpag®leljoéthis i on o

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 Clien ID mentionedin 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 Collectif&ank 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.

(H Funds in the bank account with ti®®CSB 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
DEPOSI TORY PARTI ClI PANTO® S NAME, DEPOSI TORY
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 wame of these

Sharehol der s, Depository Participantdéds name and

provided by them in the CAF / plain paper application, the Registrar to the Issue will obtain from

the Depository demographt details of these Shareholders such as address, bank account details for

PARTI C

i dent

printing on refund orders [/ advice and occupation

applying under the ASBA Process should carefully fill in their Depository Account detds 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 Demogedaitsc

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 th&€€AF / 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 availakits cacords.

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, il 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 bankaccount 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 shdbe 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 Depositthieg 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 naniof 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 C&Raruary 6, 2011 The Issue will be kept open fo61
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 amotipayable 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 theetter of Offershall be deemed toave been declined and the Board shall be

at liberty to dispose off the Rights Equity Shares hereby offered, as provided in the paragrafihBitled i s o f
Al | ot ompageld6 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 thetter of Offer the Articles of Association of the Company and the
approval of the Designated Stock Exchange, thar@avill proceed to allot the Rights Equity Shares in the
following order of priority:

() 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 / hapked 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 additionakHRighity 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 &r 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) Allotment 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 allotmeh 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 nmaitd 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 sha | be deemed to be édunsubscribedé for the purpos:
would be available for allocation under (c), (d) and (e) above.

After considering the above Allotment, any additional Rights Equity Shares shall be digfiblsg 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 Campany 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 undstiS8n 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 refundrders 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 toitpalge 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 Cleagi 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 optedeiceive 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 electrosfertiaf 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 Bdpaitgs 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 uhbldakds 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 exceedingl , 500 woul d be sent by registered post [/
registered address. Refd orders up to the value 01,500 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 O6Account P afaveue of thensblg /BfirstainvastorwAaaeqlate b e dr
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 followingbpeference:

1. ECS (Electronic Clearing Servicé)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 aomplete 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 REX (suyailability 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 thé Re@&cess are provided on
http://www.sebi.gov.infpmd/scsb.html. For details on designated branches of SCSB collecting the CAF,
please refer the above mentioned SEBI link.

2. NEFT (National Electronic Fund Transfei) Payment of refund shall be undertakenotlgh NEFT
wherever the I nvestorsé bank has been assigned the
linked to a Magnetic Ink Character Recognition (MICR), if any, available to that particular bank branch.
IFSC Code will be obtained from the wélksof 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 accaametheill 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.€eThrocess 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 behntadg any one
of the other modes as discussed herein.

3. Direct Crediti 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 thevsalshde borne by
the Company.

4. RTGS (Real Time Gross Settleménthvestors having a bank account at any of the centres where such
facility has been made available and whose refund amount excekedskh, have the option to receive
refund through RTGSSuch 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 Bankfslefeame would be borne by the
Company. Charges, i f any, |l evied by the I nvestors
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 udl{600 and through speed
post / registered post for refund orders df,500 and above. Such refunds will be made by cheques, pay
orders or demand drafts drawn in favour of the s6ilst 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 | idyweguiredoto bie giveb farnpknting onctlteuwefund ar e n
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 losstirongh

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 #medfitst n
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 sicphgr demat form.

The Company has signed a tripartite agreement dapeid 17, 2008 with NSDL and the Registrar to the
Company and a tripartite agreement dakpdil 24, 2008with CDSL and the Registrar to the Company, which
enables the Equity Shamders to hold and trade in Equity Shares gteanaterializedorm, instead of holding
the EquityShares in the form of physical certificates
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In this Issue, the allottees who have opted for the Rights Equity Shattematerializedorm 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. Investosdll 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 8hphgsical 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 availg of the facility for allotment of the Rights Equity Shares in this Issue in the electronic
form is as under:

e Open a beneficiary account with any Depository Participant (care should be taken that the beneficiary
account should carry the name of the holitethe 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 thko€ompany
with different joint holders, the Investors will have to open separate accounts for such holtiogs.
Investors who have already opened such beneficiary account (s) need not adhere to this step.

e For the Eligible Equity Shareholders aldgeholding 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 Eayesyp8hsuant
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 bmade 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 hame(s) of the
Equity Shareholders and the names are in the same order asdodtdsrof the Company.

e Responsibility for correctness of information (incl
visdvissuch information with the I nvestordés depository
should ensw that the names of the Investors and the order in which they appear in the CAF should be the
same as registered with the I nvestorés Depository P

e Equity Share allotted to an Applicant in the electronic account form will be credited directhe to
Applicant s respective beneficiary account(s) with

e Applicants should ensure that the names of the Applicants and the order in which they appear in the CAF
should be the same as registepatd with the Applicant

e Nontransferable allotment advice/refund orders will be directly sent to the Applicant by the Registrar to
this Issue.

e If incomplete / incorrect beneficiary account details are given in the CAF the Investor will get the Rights
Equity Shares in physal form.

e 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 (fany) woudbs ent directly to the I nvestor by the F
depository participant wild/l provide to him the conf
depository account.

e Renouncees will also have to provide theassary 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.

e It may be noted that Equity Shares in electronic form carrduked only on the Stock Exchanges having
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electronic connectivity with NSDL or CDSL.

e Dividend or other benefits with respect to the Equity Shares halénmaterializedorm would be paid to
those Equity Shareholders whose names appear in the list ofdiednefvners 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 CABypted 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 Ltietter of Offerare liable tabe 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, adelrs s, f at her és / husbandds name must be f

(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 ManagdssaehlInvestors
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 payRhaieyatore
of an amount net of bardnd 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 Investorjrothe case of joint names, each of the joint Investors,
should mention his / her Permanent Account Number allotted under the Hiamct, 1961, irrespective
of the amount of the applicatio@AFs without PAN will be considered incomplete and are liabléo 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 defgiin 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
dematerializedorm, such bank details will be drawn from the dgmaphic details of the Eligible Equity
Shareholder in the records of the Depository.

() 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 deemeddravad 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 EnglisHindi 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 andigo she 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 IDiemd @ 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 D, 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 draeipan
the specimen signature(s) recorded with the Company. Further, in case of joint Investors who are
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